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2. You say that capital is not easily forthcoming ica long term invest* 
ments in industries and suggest that one method of mobilising the capital 
is the formation of investment trust companies and issue houses. WiU 
you kindly state what steps, ^ou would suggest, should be taken for 
forming such institutions and what action Government iliight us^^y 
take in this connection?—I take it, Sir, that investment trust compat^» 
are very largely the aggregation, of private wealth and investmem tril^, 
companies are usually started on private capital. I am not aware what 
Government assistance is given to such investment trust companies if 
exist, but I believe that in England where investment trust -companies do- 
exist to quite a considerable extent, no Government assistance is given. 
They carry on from their own resources. 

3. You have not dealt with issue houses. Have you anything to say 
about them?—I am afraid that I have no personal knowledge of issue- 
houses. There is nothing to correspond to them on this side of India thst 
I am aware of. 

4. It is perfectly true that there are no issue houses in India, but youi 
recommend the formation of issue houses for mobilising capital and I 
wanted to know whether you have any suggestions to make for the forma¬ 
tion, inter alia, of an issue house and whether you think that Government 
might take any useful action in this connection?—I think the answer to- 
that, I take it, is that an issue house comes under the same category as an 
investment trust company. I have had no experience of investment trust 
companies'- on the Continent and I do not know whether they get Govern¬ 
ment assistance. It is difScult to see exactly how Government is going 
to support investment trust companies which are in themselves private 
capital companies. 

5. Do you feel that without any Government assistance these institu¬ 
tions vsdll grow up in India?—^That may be looked upon as a possibilily 
of the growth of banking and investment habit. 

6. Besides the formation of investment trust companies and, issue 
houses, have you any other suggestions to put forward with a ■view to 
mobilising capital for industrial development?—The present managing! 
agency system is, to a certain extent, of a mobilising character. I take 
it that the managing agents in the first place when a concern is started 
(I am talking particularly about cotton mills) may themselves put thep 
own money into it and their credit attracts capital from their friends fpd 
others who are aware of the standing of the managing agents, I have 
also .heard it suggested that in regard to mobilising capital under oert£^ 
conditions the services of banks themselves might be brought into 

I believe that is the case in Germany where the banks support indusi^l 
issues and’ a '^bank or group of banks is usually to be found on the tfbs- 
pectus of such industrial issues, who to a certain extent guarantee tipqi 

7. It has been suggested that investment trusts and issue houies are 
altogether novel ideas in India and that it is not possible to gat pubS# 
subscriptions for such institutions from the Indian public. WiU'*you let 
the Committee have your views on this point ?—I think I have already said; 
Sir, that it is a fact that these investment trusts and issue .houses aire- 
novel ideas. But I do not feel that even in Europe and America>; they 
were in existence a very great number of years ago an d it -seemB to me 
■to bo a matter for the public to become educated in the methods rf 
obtaining capital for induitry before they are started ih this country. 
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3. Could you please tell ii«[vw4i6ther in Germany and America ftey 
id induBtri^., be^s be{cn« ^y started investment trusts?—I anx not 
vare of it, 

9. It bitB also been pointed oui that the amoxmt of experience, know- 
jdge, Qi^ncial skill and acquaintance with international monetary condi* 
ions nt^uired on the part of issue houses is very great and that it< M 
ordly. likely that you can have any issue house in Tnaia for a good many 
3 ajs to come. What is your opinion on this view of the situation?— 
here is a great deal in what you say. In England there are finaixoial 
fusts and their great point is that they do not invest much laoury jn 
ny one line of commodity or in any particular country and that ifl :# 
jeat safeguard. We are quite prepared to admit that if you have an 
avestment trust company, there always will be the danger that ail their 
avestmenta will be in this country and will be liable to, say, bad mon- 
oons and similar troubles. But we feel that these investinent trust ,oom- 
anias will be the outcome of surplus capital in the country which wants 
'x find an investment and they wiU be prepared to hand over their money 
3 people of recognised standhig who may be able to secure them bettm 
ivestm^t than they do themselves; and we do feel that there is a future 
u India for these investment trusts. 

f 10. Why do you from that point of view give preference to an invest* 
nent trust or an issue hoyse over an industrial bank modelled on the 
ines of the banks, say in Germany, the United States of America or 
^apan?—Because as Englishmen brought up from the English pojnti ^ 
^iew we feel that industry must supply its own capital. It is no fuxxQt^ 

If a bank to produce the capital to start an industrial concern. 

11. You refer to what I may call the conservatism of the Englishramj.. 
'/ould you like to modify that statement in view of recent developmei^ 

1 England?—In what respect? I do not know of any industrial bank in 
ngland. 

, They have formed there recently the investment and secxirity trusts 
fjrporations. In fact the Bank of England is giving them some sort of 
apport ?—I have no knowledge of that. Sir. But if it is an investment 
jorporation, the banks, if they are satisfied with the means and standing 
i. the investment corporation, woxild be prepared to advance money. We 
lei that industries sliould start with capital of their own. When they 
i: ?elop, they will have assets, liquid and otherwise, which they would 
!, able to tocoxint with the banks, but primarily an indiMtry must be 
l.irted with private capital and private enterprise. I admit that Is the 
I aglish point of view. 

! 12. It has been suggested that as you cannot have investment ftusts 
issue houses, the only alternative is to have an industrial bank. lj!pu 
!a.ye practically answered that you do not support the idea of an industrial 
jinKin India?—^For reasons stated. 

l^What aw the reasons to which you are referring? Are they given 
ju the Memorandum ?—^Please see my reply to Question 4, Section I. 

! 14. bM there are no reasons given there practically. As I understood 

f ,u nowwas because you hold very firmly to the conservative views 
f the EnglMiman on the subject that you do not advocate the establish- 
: ent of indii^rial banks in India in spite of the practice in^ Oemany, 
w e United S«tos of America and Japoui among other countriee. Am I 
^' rreot in thifl?^0 a certain extent, I would rather put it in anptl^er 

B 2 
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mff.; Xbe feason wc <qrpt»e induitii«i n irt feel it is -no i }0 

irern of a bask to start an mdustvy. W« do ttbt fe<9 that aa/iti^zsf 
ought to be started unless people are prepared to come forward 
up the money. It is no duty of a bank to gamble ia iDdustrias. 

1&. iure the two things the ‘same. f!e>r a bank to start ap ihdUSt!^;f 9 
tor a bank to find money for the development Of an ihdulfey'? /Jw 
ample, you began by talking of the Bombay Oofetdn Mills. They ha- 
been started and they may want additional cafrital for developihe'nt. 
is not a question of industrial banks starting an industry. It raajr ;be 
sjuestion of the industrial bank providing additional Sunds fOr the derviSoi 
inent of an existing ind-ustry. I quite agree it may be the other thit 
also, vie., an industrial bank providing money for the sterting of an mdustr» 
but there ig the other aspect too.—^Do not the ordinary banks in 
pK)vide sufficient funds? 

16. I think that is what you yourselves said and that is why y* 
yourselves suggested the establishment of investment trust companies al 
iwrue houses in your answer to Question I (a)?—I do not see any reasi 
•Why you should call in an industrial bank if the facilities for their dev 
lopBient arc -given by existing banks. The fact that capital has be^ 
privately subscribed gives sufficient guarantee for an advance for furth^ 
development, whether it is done by an industrial bank or any other bank. 

17. In your answer to Q. 1 you say “the supply of capital for iaduatri 
development in India is somewhat limited and until capital is .moie 
forfhconung, etc.’’. If that statement had aot bean made and if youiia 
Stated that in your opinion the supply of capito.1 is adequate and tl 
sources from which that capital is to come are also adequate, it won 
'not have been necessary fotr me to put these questions. Your Chamb 
‘admit that the supply of capital is somewhat limited and they then^lv 
•su^pgest eertain mettrods by which the supply might be broadened. 'Tnei 
fore I ask you if there are difficulties in the way of establishment 
Imvstiaeiiit truata or limue houses in ituita, vdiat objeetion wouM thi 
'bo'oa yovD-ipart to the eatabliehxnent of industrial basks? Now the ansvi 
'to that wag the natural oonservatism of the Bnglteiiman on these inklttes 
«lAt, as it stood, -was a sufficient answer. But when I repeated'whetlf 
'Ihat waa your mdy answer, I was told that tbeae were other reasons, 
the reasons I nan hod aie those given in answer to Question 4 of Beotian 
ODo that I dhoti come pretty soon. For the ntonaent I wairt hi hm 
whether, apart from the natural conservatism of the BngiishiaBil in il 
taaiier, there was any other reason which made the Bombay OhitBl 
object to the idea of the establishment of industrial banks in India. 
The reference to the limited ciq>ital of course was private capital. Th( 
has been sufficient capital tor the development .of industries, 

the hands of coihpames, and banks. 

18. Not only that. We come later on to what you say ; "ft is.'p 
fsetly legitimate to find a portion of (his finaace nequiDed tor blbtk 
means of a debenture loan but this fonn of finanoe w not >as popdlnr 

India as elsewhere.Therefore yxui also refer to private capital fra 

shareholders. Is not the view of the Bombay Chamber that the aoura 
of 'mpply of private capital are limited or the supply .itself is Ikiuted-?' 
The debenture bapital ig not nscessarily private capital. 

T9. You say'that debenture loan is not as popular in India as 
dto'to’ttie small “prospect of appreciation in vMue ^ich ia ijW f&tdilih 
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|l| 0 &tideratioi»- for «. p¥ogDrti«« ef tj»e pnbUi’. Wha^ wiH b«- 

^ur answer to the critic who. that th« di^oosa ot ladiaii eapitel !• 
due to cojuservatism aivd want of confidonce in isduaicia}. enterpjrisM’ 
rather than to a lack of prospect of appireciation in value o£ atoqks and 
londs ?—think it is a fact that debenture loaaa^ in so fa]; aa Boupba]*: 
is concerned, havte not been, shall we say, fashionable. A mill which is 
eaembered with a debenture loan, has not the saioae fhll credit which tha 
hanhs as a. eoaoem without a debenture loan attached to it has. 
regard to the shyness at Indian o4pital, I think that there is certainly 
than one class of investor in India, and the conservative investor, very 
largely in the mafutail, who has not been in contact with the mdusiUlJ 
centres, who has not lived in Bombay and who does not know thib 
existence of these industrial oonoems will invest Iris money in savfefe 
bankSj, cwh eartificstea and so forth, knowing that he has gaarantew 
Government behind him and. therefore his money is perfectly sewpre. 

20. But here you do not refer to the question of security; you reiev tn 
|ke prospect of sqipreciation.—I did not refer to the other class ol inveatoee 
tiua have been in contact with industrial ooncexss and who have saeQ tiai 


bceess of those industries grow from smaU things to very big ones, wiia. 
njt their money in the concern with the idea that they were going to gate 
lai^e appreciation of capital. 

21. Therefore jovur answer comes to this: that the ebjeotion ol thei 

investing public to invest in debentures really aiiseg from the reaeoia 
wbiob I suggested, that ia, the shynesa of Indian capilial. The investsb 
does not know whether bia inves^eot will produce » proper return 
not, i.e., it is a safe investment. It is not so much a question of apf*^ 
elation of value_The fact remains that debenture issues have not 

a popular form of investment in Bombay. 

22. 1 am quite prepared to admit that. I wa» aixnfdy tryu^ to explore 
the reason for the unpopularity. Your Cbambw gave aa their reaaen. far 
tlu3 unTOpularity the email prospect of appreciation in value and I was trying 
to find out rriiethec tihat was ^e only reason. As it is, Idie answer 
which you previously gave praetically brings out my own point that it ia 
not wholly that, it may or may not be partially that;.but certainly osn 
important reason is the shyness of Indian capital which arises from doubts 
ae to the safety of that partaoidar form of investment.—^The point ig that 
debenture has not got the possibility of appreciation, because of its fixed 
rate of interest. 


23. If the real reason why debentures ot this class have not yet 
attracted much attention. from the investing Indian public is that they 
are doubtful about the security of the investment and if an industrial 
bank properly conducted and properly organised might have the efiuct of 
remorwg thet misfeust on the part of the investing publio in this particular 
dass ^ investment, would not something be gained by the estdilislimant 
of such an industrial bank?—Certainly it will be. 


24. How will you ^80 explain the large amount invested by the pvtblio 
in India in.Govemmeat loans, savings banks and cash certificates? That 
really bears on your point about small proi^ieot of appreciation in value, 
The prospect of appreciation in value of these Government peqnriti^-ar* 
very dbubtful,. oxen ao they attract large mv«afe>rs. The answer ¥00 
hfou^t out injNnneotion with the previous, question is really the safe^ 
of the investm^ which makes the public invest in these particular fenns 
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o£ investniejit.. Therefore I do not think I need pursue the ^uisSl^lOU 
further?—There is one point that Government securities are much meiijlt:. 
readily convertible. If you want to sell, you get the money immediately. 

25. But in rega^ to shares quoted in the market, can you not get 
sold as readily as Government securities?—Certainly not. 

26. Sir Purshotamdoa Thakurdas: Do you think Government securities 
are more popular and therefore there is constant demand for them? It is- 
not the same with shares.—Government securities must be the mwa 
popular form of investment. 

27. Perhaps you will agree that countries where investment truats 
have worked till now in the manner quoted by you are eountnes which 
control their own fiscal policy. The countries adjust their fiscal require* 
meuts according to the requirements of their industries.—That ia so. 

28. In India where that has not been the case, the shrewd investor 
who is in the know of the effects of the handicap of India’s fiscal policy 
would naturally feel shy. I put it to you if you are asked to invest in 
debentures in a new industry, bearing in mind that there is competition 
from outside in dumping, you would think twice before you invest.—That 
must follow, 

29. Therefore the root cause is, if I may put it that way, not what 
you say in answer 4 of Section I, namely “Attempts in this direction such 
as the Tata Industrial Bank in the past have shown that the economic 
^ievelopment of the country is not yet ripe for this type' of specialized 
B ank **, but it may be more correct if we change the words “that the 
economic development of the country is not yet ripe for” into “that the 
fiscal policy of the country does not admit of”.—I do not know if v/e pan 
4iocept that. 

80. I wish to understand your point of view. If you change the words 
ns I have suggested above, there will not be much difference of opinion 
between what the Indian commercial community have been urging and 
what you to-day have pointed out.—I think it is rather a difficult question 
to answer as it raises matters of fiscal policy which we have not consi¬ 
dered in connection with this Banking Enquiry. 

31. Let me put it to you in another way. During the period of the 
boom after the war when industrial concerns gave handsome dividendif 
ranging from 20 per cent to whatever you would like to put it at, I thi^ 
that at least Sir Leslie would be able to bear mo out that, it was easier 
to float shares than debentures. Therefore if an industry is known to be 
in a position to earn a reasonable dividend and if the fiscal policy of the 
Government permits of an industry being protected when there is keen and 
remunerative competition from outside, the investing public would not be 
BO shy, for their shyness is mainly due to the fiscal policy of the Govem- 
' ment of the country which is really at the bottom of industries not flourish 

ing. 

Let me give you another instance. In other countries insuranje com¬ 
panies invest their surplus funds in debentures of first class industrial con¬ 
cerns In India no insurance company, which works on reasonably Caq* 
tions lines, has yet taken to this. Tou cannot put this to the 
fioned shyness of the Indian capital. I think you will agree that it 
io their not feeling safe in investing in debentures of companies 
of which is dependent upon the fiscal policy of the Government W tSto 
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cotmta7 '—^ flhwildl Bke to prove less intransigent in matter of anlvp^> 
ing these questions. But I know nothing about tbese insurance ooSft''^ 
panics. 

82. Are all the investments of insurance companies in England, first 
class insurance companies, restricted to Goveminent stocks?—--No. 

83. Then why this difference between England and India?—They 
are prohibited from investing in other than trustee securities. ‘ In, other 
countries debenture stocks are rated as trustee securities. 

34. What ^ am trying to bring out is that if the intelligentsia df th^ 
country could trust the fate of industries, this shyness or oonaervaitiwn' 
which you now see would not be perceptible.—Probably not. 

35. Chairman: Is it correct to say that in any other country the people 
who would like to invest In the debentures of an industrial company have 
rkot thought of the profits to be earned by those debentures ? Is there any 
automatic process by which the Government take action to secure an 
adequate retxim of interest on those debentures? Probably if you have not 
iiiought about it, you might not like to answer that question either.—I Imves- 
no Imowledge. 

86. You say that the system of financing by managing agents is dangfi;- 
OUB of abuse. Will you kindly explain a little more fully what you 
mean?—The reason for that statement was—and ‘abuse’ possibly is ncA 
the correct word to use—that managing agents themselves were inveerilltf 
their ,own mCney in these companies. Whilst every thing goes on smooiirly^ 
GiingB are all right. If more money is required by the concem, 
managing agents may very often continue supplying the money them^lVM', 
That may go on to a considerable degree. Later on, conditions alt^ and 
the industry or the particular concern may come up against bad rimes and 
the managing agents may find themselves compelled to find more money 
to support- the industry. I think. Sir, that that wag the main reason si 
the back of this expression—‘dangerous of abuse’—which should net have 
been the term used. 

37. You say that in Ahmedabad, where conditions differ, the practice 
of financing floating capital by meana of deposits from the public hag 
proved to a large degree both economical and satisfactory. Will yon; 
kindly explain to the Committee the difference in conditions betweeq 
Bombay and Ahmedabad?—Here, Sir,, I must go by information renejved 
and that is that in Bombay the method of* finance has, at any rale of 
late years, been largely by cash credits on liquid assets, whereas the 
■success of the Ahmedabad Mill industry has enabled them to have a call 
on the public such as has not been possible in Bombay. 

88. Therefore it is not a question of abuse. It is purely a question of 
the return on the capital invested by the public. From what you have 
told me, I gathered the impression that in Bombay the confidence of the 
public who used to deposit money with mills has been shaken by the 
diminishing returns of the mills; while in Ahmedabad where the retumc 
hftvo not diminished to the same extent as is the ease in Bombay, theie 
deposits have continued,—Well, Sir, the conditions diff.er by the faob 
that deppsits from the public are available and obtainable in Ahmedabad 
whereas, owing to the conditions in Bombay, I am given to understand, 
they are not so easily available now. 

39. That praotioallv brings you to my point, namely, that, it is no* 
so Inuch a i^vi^tion of different conditions as a :queBtion of difference iia 
the returns. 
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40. Mr. Dev^dhar: Do^s the same reaaoa. applj to 8^1apvir?—So ftn 

SB "f awan^. condltioiiB an similar in Sholapuf. information, ia 

ptll%iy fibih hearsay and' therefore it should not be taken as more thahi 
mere hearsay. 

41. Chairtftan ; You say that rates of interest vary in relation to ti^ 
seasonal rise and fall of the Imperial Bank rate. In a later answer yoU 
say that in present conditions it ia not unusual to have anomalous sKua- 
tkics of the Imperial Bank rate being 6 per cent with money at call un-' 
iendable at 2 per cent. Do you thi^ that this is a satisfactory situatioxt' 
jbn(Q the point of view of industrial enterprises?—^It is not a satisfactory 
aifuatioxv; but it is one that is common to all countries, probably to a iMMV 
extent. 

42. You say that banks give advances, among other things on' the 
seourity of liquid assets and goods. It has been suggested that it is th#'' 
practice of banks to have the goods in their own godown and that the*" 
practice is not popular on account of the publicity, which prejudicial• 
afiects the prestige of industrial undertakings. Will you tell the Com¬ 
mittee your experience in the matter?—^It is comnoon practice ia 
countries; and we do not .feel that it in any way prejudici^y affects tftlSf 
prestige. Most people have to borrow capital for their seasonal require¬ 
ments. 

43. You say that the failure of the Tats Bank has shown that the 
eoonomic development of the country is not yet ripe fw this type of 
^lecialised baiddng. Will you kindly tell the Committee what you consider 
to be the causes of the failure of the bank?—^I should rather not answer 
this question, as this ie not a matter which we bad sufficient opportunity 

studying. Therefore what we might say here might cause diffloultiWi. 
My infmnce naturally is that the country is not ripe for this kind of 

hajilring 

•14. It has been sug^sted that the Tata Industrial Bank lacked many 
df 1®e features of an industrial bank, notably, the issue of long ferin' 
debentures and a staff competent to advise the bank on industrial pik)- 
lk>0%odg as such. Would you kindly tell the Committee whether there 
is dirytRkig in this suggestion? Probably your answer will be that yov 
have had^ no opportunity of studying the,question.—^Yes. 

4'5. t)o yqu think that any serious effort has so far been'made to have 
a well-conceived, well-managed and well functioning industrial bank ?—^ 
1 ^ 0 , i do not think any serious effort has been made. 

46. You say that your Committee have not observed any trade iir 
which credit facilities are not adequately provided for by the exchange 
banks. Are the Chamber aware of the strong opinion to the contrary held 
by the Indian mercantile community?—We have only heal'd it stated, but 
we know of no trade which does not enjoy adequate credit facilities. 

47. You say that if is questionable whether licensed warehouses arc 
at present a practical proposition owing to the great diversity of the crep4r 
gnowil in the -provinees and the large capital outlay involved. As regard 
tffie capital outlay, it has been suggested that Government should randep' 
sbaM BMidtanoe by snHat^le grants land or money, pr leans at knv 

of iatereat; WiM voc IdAdly let Committee know hbw you view 
suggestion ?— 

I think. Sir, th^ ih answering this question ^ were POBsif^ly a^J^A 
tfijbe a liltle oVer^h&hed with the mc^itude of the suggestion^ 
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that iti wait jf^^a praettoal propoaitioa, the iatentiM is^ iu>fv tO'iiAi^ 
timt itlch warchciusIto'sR^^ zi«t be a beaaffk to>' (XWiaBiiiipae, eapecianji^ 
iilffeASV coriimerce, but rather that the queatioh' erf rfiisiiigf uaonep for thtf’ 
erection of a v«jst number qt warehthjBes would be, at -nay rate in the- 
beginning, a'difficult matter. I shall, go on to. say that we w realise that- 
if they could be furnished, such warehouses would be of great utesiataoe#*, 
to trade and in the moving of the crops of the country. 

48. To avoid the difficulty of the diversity in the crops grown in ln£a 
it has been suggested that a scheme for training, examining and eerti^hsijr 
or licensing measurers or graders should be formulated by Qovenuan^' 
and brought -htto opteration as soon as warehouses are establishlsd. 
you kindly tell the Committee how far you think such a measure will renjov# 
the difficulty pointed out by you?—The difficulty is removeable by oth^ 
means than by providing measurers or. graders. The difficulty is one 
more Of dnaiite than of the great diversity of crcq;>8. The jaroa^sion 'tif' 
licensed measurers Or graders would, without doubt, be of great asshrfatiwv^ 

I think 1 am right in saying that the system of grading in cotton bu 
alwaya been <rf oonsiderable assistance to that industry and that the eo^- 
tension of gfAdbig' to other agricultural products of the oountiy would, 
doubtless b« of great use to the producer. 

4d.-To that extent you qualify your first statement that finaaee oblyr 
is required.—We feel that the finance which would be required to finaao^ 
these wamhouses would be of great magnitude and that' was why Wd 
suggested that it would not be a practical proposition. 

60. Would it not be necessary to provide far the grading of the prodiwo-^ 
I haye said that grading would be of assistanoe to ihe producer. 
should get a better price of the crop if it were properly graded. 

51. Would it not lead to practical difficulties if all the crops iTere stotedf 
together?—That would depend upon the size of the warehouse. 

63. Are there any difficulties in establishing warehoiuBes for the storhee 
of manufacturoJ goods?—(In the ports or elsewhere?—^In the ports.) I do' 
not see any difficulty. < 

68. In regard to the question: Have you any suggestions to moke wkhk 
a view to meeting the difficulties mentioned by you which stand in 
way of the establi^iment of warehouses ? Your answer is that the difficult 
is one of finance?—^Yes. 

54. It has been suggested by one of the Pro-vincial Banking Enquiry 
Committees that Eailway administrations may be asked to have wsr^QUses 

Selected railway stations where proper control may be exercised. H*vSr 
ybrU' aUy vffeWs on the suggestion?-—^Except that Eailway companies wifhi 
experience -frhich they have of warehousing conditions ought to Df: 
ODJe‘ |c provide convehienoes in that way. 

56. Therefore you support the idea?—Generally speaKng, yes. 

56. You suggest that any form of control or inspeotion of banks by 
Goveraxaent- nwiy detnaet from the ffesponsibility of the manageroiratv 
What wfll bd y«Ka anewOv to the critio who says i^at suKfii inspection and 
control by Government now obtains in various CMntries of the world likn 
the United States of America, Canada and Japan, and that such- ccmtrol' 
and inspectirA krs' jieoesSi^ in ordeP tb oreate confidence in the minm of 
t®6 public in d 'Oiitintry like &4ia wherb banSSOgf is Very backward ?—Thq; 
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onus of fraud should not devolve upon the private auditor. The responsi* 
bility of the managers and directors cannot be imposed upon the aumtors. 

It must 1-e joint responsibility. 

57. Sir PuTshotamdoLB Thahurdaa: Your point is that Government audit 
should not reduce the responsibility of the management of the bank. You 
diave no objection to Government audit?—^No. 

5S. Chairman : It has been suggested by some witnesses that one oi 
the principal causes of bank failures in India in the past was mis-m.anageT 
ment and fraud by those connected with the management and that these 
failures might have been prevented in time if there had been some kind of 
supervision and control by Government. Will you kindly teU the Cona- 
•mitfceo what you think of this suggestion? Of course you are in favour 
•of that sort of control?—Yes, so long as it is a recognised form of audit. 

59. Are you against any form of Government control which does not 
.detract from the responsibility of the bank management ?—No, we are not 
against joint responsibility. 

tit). You suggest the registration of all institutions calling themselves 
‘banks’ and the prescription of certain regulations regarding the minimum 
amount of paid up capital, etc. You do not think that bankers need be 
similarly regulated. Will this not result in many of the smaller banks 
which you intend to regulate avoiding the name of ‘bank’ and styling 
"themselves as ‘bankers’?—It would be to their detriment if they do so. 

I think thi private banks would not command the same respect as register¬ 
ed banks would. 

61. In what respects would they suffer?—I think they would suffer in 
status to some extent. Eegistration would involve compliance with certain 
restrictions and if some banks avoid’registration, it means that they are 
not in a position, for example, to give the minimum amount of capital 
mecessary for registration. 

62. Would they improve their status by registration?—^Yes, that is 
what I mean. 

63. I am sorry I do not quite follow you. These unregistered banks 
are already doing their business. Will the mere change of their n-ime from 
‘‘bank” to “banker” in any way reduce the business actually done by 

^hem?—Not necessarily, but it may reduce the confidence of the investing 
public. 

64. If tbej described themselves as “bankers” instead of “banks”?— 
Yes. 

65. In the case of Messrs. Cox & Co., they call themselves as Bankers 
■nnd Shipping Agents. Because they style themselves as bankers, do they 
tack public confidence?—That is not what I mean. When these banli 
vvdll be subjected to a control by a new agency or legislation that is likely 
"to come in India very shortly, there is bound to be some difference between 
a registered and an un-registered bank. 

66 i You say that foreign firms doing banking business in India should 
keep a percentage of their current liabifities in cash or in Indian seourit’es. 
Am I right in assuming that you refer to current liabilities to the pulrffi 
in India?—Yes, that is so. 

67. If such a reserve is required under any scheme of a Ee8erye3Wi|k 
to bo placed with that Bank, would you require in addition any- 
with the firms themselves?—^Not necessarily. 
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08. You 'to; apftoial conditioQs regarding audit being drawn up to 
apply to rc.sog'nited banks entitled to certain privileges from the Beae^l|. 
Bank. Will you kindly explain a little more fully -what oouditions regardiito- 
audit you have in mind?—We expected that these conditions would bo 
iaid down by the Reserve Bank, if it is formed,. 

69. But, have you any suggestions to make in regard to any such 
conditions?—No, I cannot elaborate it any further, 

70. You say that you are not in favour of any legislation defining'the 
sphere of operations of the various classes of banks in India as that would 
reduce the competition among banks and stand in the way of pmvhjling 
the country with sound banking institutions. It has been suggestod by 
caie witness thai' there is at present an unhealthy competition between t^ 
foreign exchange banka and the Indian joint stwk banks and that unle^ 
there are restrictions imposed on the borrowing powers and business of 
foreign banks, the future of Indian joint stock banking does not seem very 
bright. Have you anything to say in regard to this line of fltrgument?—'-Vfe 
Imow of no competition. The Indian joint stock banks offer higher riltol 
of interest on the deposits received by them than the exchange banks. Sty 
this means, the joint stock banks should be able to attract more depdwts. 

71. But does not the very fact that the Indian joint stock banks hhva 
to offer, higher rates of interest than the exchange banks work prejudicially 
against their own interests?—^If the depositors are willing to accept A 
lower rate of interest, then it only redounds to the credit and integrity 
of the bank. The unhealthy competition is apparently on the part of the 
Indian joint stock banks themselves. So fEur as I could see, the 
banks are not responsible for the unhealthy competition. They are hiwy' 
offering a lower rate of interest on their deposits, 

72. Competition as between a bank with very strong resources apd a 
bank with limited resources will prejudicially affect the inleresis .of'too 
latter, will it not?—^Probably, it is unhealthy for the bank which pays a 
higher rate of interest. We are not really aware that there is unequal 
competition. Of course, one thing might be said, that the younger hunks 
will be, always at a disadvantage against older banks. 

78. You say that any attempt to license foreign banks will be in the 
nature of a restriction placed in the way of expansion of banking in India* 
It is suggested by some witnesses that some kind of , control is exercised in 
other countries like the United States of America, Germany, Italy, ‘hto.i 
by a system of licenses issued by Government authority. Will you kindly 
let the Commit<e3 have your views on this suggestion?—Any attempt to 
license the frreign banks would be detrimental to the existing foreign banks 
in India and it does not seem to be an essential thing to license them 
because thc\ assist India’s external trade and will continue to do so. 

74. Bui you know some control is exercised in some countries lito 
Germany, United States of America, etc.?—^But the license charges in. 
toose .countries are not prohibitive. I do not think that any foreign ban}; 
in India will object to pay any license fees. I do not know if the sugges¬ 
tion is Lo restrict all the existing foreign exchange banks, or only thow 
that might come into being in future, and if it is only the latter I have 
no objoctioh to that being done, as India is already oveT-banked. 

75. What do y iu mean by "over-banked” at present?—^I mean so fsu? 
as the foreign exchange business ip concerned, we have got any number 
of banics at the''ports now. We admit that bstnking development can 
carried out in the mofussil ■with advantage. 



76. It is understood that in Great BritaiLn, u fimMgwterc^ in a foaugn 
country desiring to estahlish business in Great Britain has to ctxnply wiib 
requirements rfosely following the obligations imposed upon Companiaa- 
re^stered in England. Are you in favour of similar arrangements beings 
made in India?—The control in England or Great Britain is more cor lean 
governed bj tbe Board of Trade which has a lot to say with regard to- 
employment of the Nationals in the foreign companies that are cstabluhad 
there. We think it essential that any banking business establishing itself 
in this country should conform to the laws of the country. 

77. With reference to your statement that legislation should provida^ 
for a minimum cash capital in proportion to authorized capital before a 
bank commences business, will you kindly say how you would fix tbali 
minimum?—It is rather difficult for us to lay'down any definite percentage, 
drenerally speaking, 60 per cent, might be suitable. 

78. Ycu have given the principal causes which, in your experience, or 
obaervation have led to bank failures in India. Do you think thait 
tyay of tl-c causes mentioned by you is peculiar to India?—^No.. I thiidr 
they ai-e common to all countries. 

79. Arising out of your answer, may I ask whether you think that 
legialaticai regarding some of the matters such as maintenance of. reserves, 
payments of dividends and investment of bank funds, would be usefuJ 
to prevent bank failures?—I do not think too much interference by Gov- 
^nmaent is warranted in such matters. 

80. You say that the liquidation of banks can hardly be a matter 
for legislation. I understand that in Canada provision is made in the 
Bank Act tai tbe Canadian Bankers' Association taking charge of a bank 
which fails to meet any of its liabilities as they accrue and that the bank 
ia Ivqund up only after the curator appointed by the Bankers’ Association 
finds it, impossible within 90 days to restore the solvency of the bank «aS: 
that during those three months the stock-holders are given a chance by a 
ptwvist'in in the Act to raise funds and restore the bank to soHency. Dn 
you- think that a similar provision will be useful in Indie?—We doubt the 
pMBsibility of improving a bank whose credit is impaired. Credit once 
impaired is very difficult to restore. Even under such a provi^n imder 
the Canadian system, it would take a very considerable time before the 
credit once lost could be re-established and we still think re-establishmeirt 
would be doubtful. 

W. Do you think that there may be advantage in adopting this Canadlnr 
system in India?—Our idea is that when the Keserve Bank comes into 
flfxistenoc, it might assume these duties. 

8U. I am not referring to the agency which will deal with such matters. 
I only want to know whether the Bombay Chamber of Commerce would be 
able to say whether such arrangements as are provided for in Canada would 
be of any benefit to India?—At the moment I do not thinlr that any 
flankers’ Aswjiciation could be formed in India which could be compelled, 
to deal with any bank which is in danger of failing. 

8B. Am I correct in understanding your answer to be as follows;— 
you are in favour cA tlie procedure itself but you do not think it will bw 
possible at present to start in India a machinery like the Canadian Baid»r8’ 
j^ocialiou and that you think that the mtudiine^ for working the pzocec|uM: 
^^uJd'be the w<^k of the Beserve Bulk when it is estabUsbed ia lad i a .— 
Yes, that is so. 



n 


- iba £mhMige barJcs ^drartr thvr fnim 
{Ofiices. Ia fii^tiKteiriaiiswBr, to qcMstkm 7 under **^(611^1 QiuUdng 
j;ou that Mies on interest on sdvaaces ^ hanlu 

brMi^t down' ^ iaofeasing firadually the propoiiiiba x>f trained ludiaoe 
Aodieicct espesiOBoe w the banks. From this point of View would jqp 
advocate the Exchange banks following a policy similar :;o that of Ine 
Imperial Bank land eneoure^^iakg the - training of Indians in their institu¬ 
tions?—We did jiot quite aay bo in our answer. We have referred to ffie 
cost of mansigement and not to rates of interim. 

85. Will not cost of management react on rates of interest?—^es, 

86. I am <}uite willing :to eorrect my question to that extent?—?^ 
course It is a minor matter. As a matter of fact the Exchange Eanks.are 
doing so now. The .most successful Indian joint stock banker of today, 
received his itecucing from an exchange bank. An Indtan boy is un^- 
going training in a liondmi Exchange Bank now. 

:87. '¥ou aay that ibanking development me»ns the substitutioogi Of 
westernifioi syatam of joint etodk banking for the existing net vsoitit J.f 
.dndigaaoua Wefts and aahukate. la it the view Of the Chamber that 
indigonous baBksrs ahouM be crmpletely replaced?—^We have ndt tigiiW' 
any suggestion that the indigenous banker should be completely replaisra. 
He serves I as a useful link betteeaa the-ouitinltar and the market. '' ' 

88 . Yon have referred in your answer to-the present positiwi iufl<*n; 
tsihich OBotnalous situstiottE arise in Which Impeeial .Bank rate stagW 
ttnach higher fhaB imoney at call. What is your i»tnady for tluB stW 
affairs? Will the establishment of the ‘Eeserve Bank in any wuiy 'tQ> 
AUnpcDve thieft would. ‘Borne means bf 
aurpltfs tuitda^aech.as alurt tena Treasury BiSt by the Qovenuneht 
tba reyiaMi. 

80. It ibvs been augg^ed that a Hiik between the .indiganous J^nkblF* 
«nd ‘tbe <»her jomt ttock'banks in the cqantity may be ostobjjfdwa .if tW 
iadigenouo'batiers were encouraged to acceiA blfls whiob may *l)o ;Piiid 
by tire Other batiks as short datw investments. Have ^Qu.t<iavQtQ.d )*ny 
thought to this subject and can you kindly give the ConunilffeB the benefit 
«f yv^iir J«Mws?-^0«r answer io qusBtion '2 s^er Seetiem Y .(6oneral Bank- 

OlggnuMtion and :Mstiey fiCorfaot) covers this. 'We eomider there in 
aMiuu<iBinMe ^iaeitity at pment for iredisoeuntiag h«n4n. 

90. You say that the bank rate should be entirely dictate4 hf 
exigerwies Of the monery situation in India and should in no way be 8id»}8ct 
to control by the ^vemment of India. It has been suggested that & 
present conditions when Government is entrusted with &e working iOl 
tttiB currency system, it is not advisable for Government to keep alod, 
•eeing that changes in the bank rate , affect thq currency reserves of the 
aountry. Have you anytlrUg to say about this line of argumeiliii?—-Olur 
qnswer to this question is that the regulations of the bank should ho 
carri^ out by the committee of the Central Board of the li^erial ^ank 
of Thdia and that the bank rate should be regulated accoraShg to the 
^enraes of the money situation. It should not be subject to any contrdl by 
the Goswnmeolt of India. We admit such interference by the Government 
i..... bosn'found inevits^ in exiveme cases from international ccnejdwa- 
tioos m <Sngland nnd the .United States cd ^Amenca. If it is found wiid^ 
any oxtmMe ..aimuoutanoes . absolutely neoeasacy for ; the 
India ,they.Jbight a(d«ie-tire hank.Maordip«^y., 
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91. Amogg the suggestions put forward by your Chamber for ensuring; 
greater ability of banks, you refer to the restnctibn of business of banks 
to hona fide banking business. WiD there be any difficulty in ddElning 
what “hona fide banking business” means?—do not think that there is 
any difficulty in defining it. It has been usually made clear in all 
advertisements. 

92. Apparently you would accept as “hona fide business” all business 
which a hank carries on xjnder its prc^pectus. For example, certain banks 
carry on a trade in addition to banking business.—If it is declared in the 
prospectus, it should be “bona fide business”. 

93. You do not think it necessary to define what,‘‘hona fide’’ bankii^ 
business is.—^No, I do not think so. 

91 • You say that the growth of banks of the necessary experience and 
vision, to command confidence can only be gradual. Will you tell the 
oomnii ote 3 whether the growth of such confidence can in any way be accele¬ 
rated by legislation providing for some control and supervision of banks? 
I think you have apparently admitted this already.—^I say that legislation 
would assist much. The Eeserve Bank would hold their deposits or a 
certain peicentage of cash against their current liabilities. They must 
show eommercially sound balances. 

95. Fo 3 the purpose of keeping sound balances, you say that legislation 
is required. But you stated before in reply to my previous question that 
the banks do not require any control or supervision or interference with 
their management. TlTiat do you say to this?—My reply already given js 
quite satisfactory to this question. 

96. You say that there is a dearth of bills in India due probably to the 
absence of a regular discount market. It has been suggested that banks 
do not realise the importance of investment in bills and that the bill habit 
will be greatly developed if banks were to reduce their charges for diB- 
oqunting bills. Will you kindly let the committee have your views «ai 
tiiis suggestion?—^I have a'bready stated that banks provide sufficient 
facilities for discounting bills. If they lower their rate of interest, it 
will naturally encourage business. 

97. It has been pointed out that the establishment of licensed ware¬ 
houses might help the creation and promotion of a bill market. You say 
that there is already an adequate bill market and that arrangements about 
re-discounting are adequate. That is your view. Is it not?—Yes. 

98. If that is so, is your answer in accordance with what you say later 
on? ‘‘If, in future, agricultural produce can be financed by bills drawn 
against commodities either whilst in the field or in transit, a bill market 
might come into being.”?—^Yes, Sir. What we say there is regarding 
future times. At the present moment the payment of the crops in up- 
country is made by the exporters who send cash to their agents up-country. 
As trade expands, the financing of agricultural products by banks by dis¬ 
count or rediscount of bills drawn against commodities is 
almost a thing which is bound to happen in future. But we maintain that 
therd are sufficient facilities at present for discounting and re-discounting. 

99. You agree then that the bill market can still be developed?—^Yea. 

KK). It has been pointed out that the establishment of licensed ware¬ 
houses might help the promotion of a bill market. Have you anything to 
eay in regard to this suggestion?—^We really do not object to the establU^ 
ment of licensed warehouses, provided sdl the financial difficulties ijai* 
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bf. Q^roppifi, Wp believe that any method employed by whiob 
ban imprdvad and ;toanoed wouid^ certainly help the development 
bill market. 

101. lihaa be^ii pointed out by one of the provincial Banking Enquuy 
ComirL'ttees that a bill drawn pn a raiyat for advanoee given to be repaid 
at the harvest some months, later has no immediate prospect of being 
discounted by banks, as there is obviously |ihe chance that the borrower' 
may not be able to get his crop or a flood may wash it away, or » drought 
might wither it completely, or there might be delay in realisation. Have 
you anything to say on this suggestion?—The crop is suggested ae memly B' 
security. The bill will be presented to the borrower. The responaibiuty 
is on the borrower. 

Australian Banks are prepared to advance money against Jhe.'wool* 
crops. These crops are liable to be destroyed. Similarly Canadian Banking 
has devoted the main part of its attention to granting agricultural oredita- 
in the form of loans to farmers on the security of land and buildings .or 
of growing crops, and to discounting bills drawn against the movement, pt 
produce. . . . 

102. The information I want to gather is not whether in CanadSi.Qr 
Austi’alia they allow credit on agricultural produce. I simply asked 
question whether the liability to vicissitudes of the kind I mentioned. affeci|p 
the grant of advances by banks on bills drawn against standing crops?— 

Sir Leslie Hudson: Yes, Sir. I am quoting .a passage from a book oallei^ 
“Colonial and Foreign Banking Systems”. It says “The systenr of branch 
banking which characterises the Canadian system enables the ba^hs 
employ deposits received in one part of the country with such a great Aiea, 
where adverse climatic conditions may affect one district very seriptady^ 
while leaving others uninjured. . . .” This shows adverse climatic copdl* 
tions are not peculiar to India. 

lOy. My point is this. In certain places crops may be damaged owing 
to floods, or there may be less outturn in the particular area. My point 
is whether you consider it desirable to grant credits against the produce 
after it hks been gathered and brought to warehouse ?—The advance ie- 
made on the growing crops in the field. Even if they fail, the man 
remains. He is the ultimate security. 

104. I am referring to the financial status of the cultivator in India‘as 
compared with that of the cultivator in either Australia or Canada. The- 
cultivator in India is proverbially poor. Coming back to iny question, 

I understand that by commodities “in the field" the Chamber refer to- 
standing crops?—Yes. 

105. Mr. Bamadas Paniulu: Some indigenous bankers advance money 
ag^dnst standing crops. In some countries money is advanced on. the- 
orops after they are insured. In such cases there is no difficulty. 
In this connection I have got many references to show to the cemmittaB. 

Chairman: Vre shall get those references from you later on. 

IOC. It has been suggested that the present dearth of bills in India is 
due to the financial methods employed by .the merchants and firms and’ 
that these instead of training the purchaser and the small merchant in* 
the use of o^dit adopt the primitive device of settling their transactioo* 
in notes and cqsh. Can yon tell the committee what your e^erienoe h^" 
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has been in this n^atter?—Our experien^ .tius 
M thiai' mont of the exporters settle -their transactions owiii. 

107. Therefore, you agree that this observation is justified by what 
,jactl»aliy dwppans in the Bombay Presidency?—^Y^es. 

K)8. You say, that the provision of Port Trust warehouses has inaafla 
ijttie maintenance of godowns by banks no longer necessary. I take 
Fort IVust. warehouses exist only at the principal ports. Tn that case 
■yott Jtindl}' let me know how the needs for storage acoommodatjon in fdan 
aassfuBsil oentie** are met?—Quite a number of banks have their own godhtiT^ 
an 'the rn<rfu68il. Whether they are absolutely sufficient for the purpose, 
we are not in a position to say. 

109. It has been pointed out by one witness that the rates charged by 
the P<wt Irtist authorities in Bombay for storing goods in bonded ware- 
liouf'es are very high and that importers have to part with the goods ,nt 
noprorfitable rates lest the rent should go on piling UP- Have yoy ai^- 
thmg to say in regard to this ooimpiaint?—I do not think it is a fact fl^t 
the rstr^E charged by the Port Trust authorities for the bonded warebousi^s 
are excessive. There ai-e a number of warehouses in the city other than 
those of the Port Trust. And there we find that in each case the rates 
-vary. YiTien there is pressure, rates go up„ at other times when the 
.accomumdation is more, rates are lowered. There is a competition 

^ gc^owaa. But the Peart Tkust rate remain* steady throu^ioot tise 
year. Actually the rates charged by the Bombay Port Trust do not com- 
(|MM unfavourably .with the rates obtained at other large centres. I can 
n|ive you figures, if neceasairy. 

Chairman-. If we want the figures, we shell,ask you for them. 

110. You say that the importation of forwgn capital paves the -wajy fgr 
the rise of indigenous bankia,g. Will you kinffiy e^lain yoyr point a iii#e 
m-ire fully?—We feel that the introduction of tjie fpi©?^ capital iot .ihe 
promotion of sound business propositions must automatically increase the 
■jmde of Jndia aad thereby lead to the expansion of indigenous banking. 

111. Do you recommend the free Importation of foreign capital?—We do 
suggest any restrietion on importation of foreign capital. 

112. Mr. Khaitan: Am I right in thinking that tfiP British n^c;i?(n^i}e 
eommunity in India have adequate banking facilities for indxistriaa, 
merce and trade?—I think the answer is that they have. There may bo 
firms who may not consider so. The British mercantile catmnuuity can 
get credits which their resources authorise. 

118. Y’ou would not recommend to this committee apy further -ways 
and means for providing more hanking facilities to the British mer^ntile 
-communitv. as they have already got adequate facilities in proportion to 
their resources?—I have already given my answer to this.in my iast.oreply. 


114, At the present moment you do not think so. Is it-not?—^Yes. 
11-5 Can you say the sarne thing about the Indian mercanrile com¬ 
munity?—I think my reply to the Chairman’s question applies to this 


^ 116. That has reference only to Exchange Banks. I am asking you 

genemllv My question regarding the British mercantile community wqn 
ffi respect of industries, commerc^e and trade, which melude foreign trade 
smd rnteraal trade. Can you say that the Indian mM-oantfie commui^M 
fiOTe adequate facarties for all these purpoBes?—Tt is a -queatign wWi^ flft 
6ha«*er can hardly aastyer. 
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117. You have no idea about it?—^No. 

116. If they eomplain that they do not have adequate oanking fucilitiea 
(or either. indusiiiieB or foreign trade or for internal trade, do you tlunk 
they have good reasons for complaint?—^This is a hypothetical question 
really. 

Chairman: Tliis question does not arise in the case of the Bombay 
Chamber of Commerce. They have no knowledge about it. 

119. Mr. Khaitan: You must have heard that Indians complain they 
are n:)t treated by Exchange Banks in the same way as Europeans?—l 
have heard it stated. 

120. How far is it justified?—do not think there is any justification 
for such a complaint. 

121. 1 can give you one example. In Calcutta European firms who 
purchase jute and store it in mufassal godowns get advances from Bsn^, 
but similar facilities are not given to Indians of whatever standing thoy 
may be?—should like to answer this question as a merchant. I have 
good many years’ experience both in Burma and India. I have found 
Indians do not give any statement as to their financial position and itt il 
only by watching their business, that one gets an idea about their resouroas, 
whereas the Europeans give to the banks a statement showing their 
balances, their resources and such other information. That U not. aft 
in th^ case of Indians. 

122. Therefore, I put this proposition to you that the existing baoska 

cannot givq the same facilities to Indians, because they are unable to 
ascertain their status and financial position?—^Yes. But I do not 

that there is ^ny differentiation. 

123. I do not say that there is a differentiation on racial grounda. 
What I mean to say is that the exchange banks are not in a position 
to ascertain the status and financial position of Indians?—am afraid you 
are taking me into a racial question. 

Chairman : Mr. Khaitan has said that he is not asking that questioft 
on the racial grounds. If you do not wish to answer the question, you 
may not. 

Witness: If you put it quite otherwise, I shall answer it. Wo do not 
admit that there is any differentiation in the treatment of Indians and 
Europeans by the banks. 

124. Mr. Khaitan: On racial grounds you mean?—^I mean that if their 
credit is good, Indians will get the same facilities as others. 

125. Do you think that Indian concerns controlled by or managed by 
Indians would be in a much better condition to know of the real position 
of Indian clients than European institutions?—No. They have the same 
means of finding out. There is a department for collecting the informa* 
tion. That department asks for the balance-sheet and then they assess 
the standing of the firm. 

126. Would not an Indian manager of a bank be in a better potition 
to know the conditions of Indians with whom he moves in society?—^I do 
not think so. 

127. The' Chairman has already asked you about the evidence given 
by you in regard to investment trust companies. I would like to know 

VoL. ni 
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what is the distixtotion that you would like to draw between inyestmwtt 
trust oompaniee that you recommend and' an indtistrikl bank?—1 3unk 
I q<^^l talMvi^: .i'heA ^ investment ' 4 rustacoinptaiiyii«s^i^t<sn';a^fregat^iof 
wea^h, wberaas an industrial bank is a aomevhai; diflsreat 

1^8. You ai*e awaVe that liidians advocate the establishment of inctua> 
trial banks not for the supply of initial capital, but for the extension trf" 
indiMi'tifts and for replacement of machinery as also for* the suppty'-of 
worlring capital. Would you consider the. e^ristedoe of- such an' instituMoo^ 
to be unnecessary in. India ?—think that is covered by the Chairman’s^ 
question. 

129. After the Chairman’s examination, do you now think that the 
bringing into existence of an industrial bank is advisable for India?—See 
oivt- auawer A to Section 1. 

130. is it your experience that Europeans with big banking facilities;^ 
like Balli Brothers and Volkart Brothers are ousting Indians from the 
internal>trade?—Our figures of import show that the European firms arS 
losuag trade. 

181. I am asking you about the internal trade. Formerly, the whole 
of the crops was' moved from the interior to the port through Indians.. 
Ntfw'fi^s like Balli Brothers and Volkart Brothers have gone into tbs 
intSMor' and they buy stuff direct from the agriculturists and move theim 
to-ttia port. Is that not your experience?—That is not a new feature 
Busely.'- Eallis and Volkarts have had agencies up-country ever since I have 
been in India, for 20 years at least. 

182. What about the Japanese foreign trade?—The Japanese only, 
started' recently. 

133. That portion of the business formerly used to bfe done by 
Indians?—Yes, but you must admit that it is economical to cut out >t4e 
middlemen, if possible. If your producer could sell to the consumer, ■hs'.d 
is tSfoingf to get more money; for his crop. 

134. ‘'I do not know about that, but the fact remains that formerly that 
business used to be done by Indians. I shall give you the example of 
Japanese foreign trading compapies. They are .financed by Japanese 
banks. They are able to go into the interior and buy the stuff direct from 
the agriculturist and move them to the port and to that extent Indians 
hafis been ousted from the internal trade?—That is possible. It is als^ 
poi^sible that the Japanese by sending their men upcountry and buyiix|t 
direct from the consumer have enlarged the trade between India and 
owp country. Japan, now imports from India a very large quantity of 
cotton. 

135. Have you got any ideas about the Imperial Bank being allowed' 
to do Exchange business? Have you any objection to it?—We have 
answered this question very fully in Section 5, answer 18, and we do 
not ffeel that we can add anything to those answers. I would like to 
mention that you have a member on your own Committee and we cannot 
give you any information that he cannot. 

136;, I am asking you from the point of view of merchants as to what 
objections there could be if the Imperial Bank were allowed to do Exchange? 
business?—We would rather not add anything to what we have already 
said on the subject. 
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it is a very good suggestion. 

189. Cbuid' you make any othfer' suggjeation ' by which Indian Joint 
Sttxi'BtoMng ^oould be eniftOuraged?—^Nb, we cannot. 

140. You told the Chairman that you would not object to licenses, boing 
made necessary for new institutions coming up. What do you think abopit. 
the existing Exchange Banks extending their sphere of operation inai4<t 
the country? Would you think that would be a fit subject for the taking 
out of a license?—I assume that a license is really to put the authorities 
in a position to judge the nature of the new banking business which it 
proposes to do. We do not think it would be advisable to tax' w institu*. 
titm that has been in the country for 60 or 70 years. 

141. You know there are several Exchange Banks with very big jjen 
sources in-existence in India. Suppose they begin to expand their spBcM 
of influence into the interior. Would-'nx)t that seriously compete wiw^^llke 
business-of the indigenous bankers?—^I do> not consider that it woiils, 

14Qi'.Do'you thmk that the extension of the Exch'sfige Banks' operatidU 
inside the country would so much expand the business that fresh buaihm 
would come to them and indigenous bankers would not be throwh out 
of'lhe field'?—^There is room for both. If the Exchange and forelgniiSnlilP 
were to extend their business upooimtry, it would be a service 
country. 

148. Have you heard that a serious complaint has been madto by the 
indigenous bankers that by reason of the Imperial Bank starting sevfical 
branches in the interior it has been seriously competing with their bushiesa 
and that they have been thrown out of business ?—We have heard that' 
stated but have no knowledge of it. 

144. Would not the same thing happen in regard to Exchange Banlor 
extending their sphere of business? Has there been any serious expansioo' 
of busiilesB of Exchange Banks upcountry? 

145. If ocmditioHS begin to be imposed after the Exchange Banks hayb 
started branches in the interior, would not the cry of expropriafdOn be 
raised?—I have no doubt that the cry'will be raised. 

146!'Would you advocate the imposition of sonditions alter the 
Eichange Banks start their branches or before they do so?—The Chamber 
would not like to pass any opinion on that. 

147.^ Mr. Buckley: You state that a Bank whose head office is outaid 
Indte- should be compelled to keep a percentage of its current liabiliti^ 
in cash or in Indian Government securities. The Chairman said that .ihe. 
preatuned that the current liabilities meant current liabilities in Inffia. 
I would like you to tell the Committee what is your reason for sugg^stii^ 
that the option should be given of cash or of Indian Government 
securities. The idea of the option is that if it were entirely cash, a fairly 
large amount nmning into 60 tO 80 etdres would be dislocated. Another 
thing'would happen; the'banks who have to make deposits would have 
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lo taiss ntODdf 9Bd' moat |>robably they will raiae tooney by the sala of 
Govemmo^ securitiea. The primary reason for the suggestion is that the 
banks who are contributing probably 7^ to 10 per cent.—^whatever the 
ratio fixed—will be able to keep the deposit as an interest earning deposit 
to a large extent. It will be very hard for banks to contribute more than 
io per cent, of their current liabilities which will have no earning capacity 
whatever. 

148. Would it not mean a considerable contraction of credit to have 
large cash reserves with the Reserve Bank which, so far as the Exchange 
and Joint Stock Banks are concerned would be immobilised?—It distinctly 
would. There would be contraction in credit for the reason that the 
currency was not there. I cannot see a Reserve Bank or a Central Bank 
keeping its funds in hard cash. I think the money, eventually, if not 
at once, would come into the markeT, but there would be very ecrious 
dislocation at the time. 

149. I think it was suggested that the Reserve Bank in addition to 
their capital should look upon these cash balances of other banks as addi- 
tional capital. Do you think that is a good thing?—^It would be a redun¬ 
dant capital. It is almost essential that they should reinvest it. 

ChatTtnan: I think his point was that that capital in the long run would 
be used for trade purposes. At the outset there might be some dislocation, 
but thfl Reserve Bank having got the capital will not sit on that capital; 
it will be used for trade purposes. 

150. Mr. Buckley: You say that legislation should provide in the case 
of a bank whose head office is outside India for a cash percentage of 
liabilities being maintained with a Central or Reserve Bank. I take U 
it was not your intention to differentiate between banks registered in 
India and banks registered abroad. It was merely a slip?—It is probably 
a slip. 

151. You consider that both classes of banks should be given the 
<4)tion?—Yes. 

152. In answer to the question regarding the practice of banks releasing 
goods on trust receipts, you say that the existing system works satis¬ 
factorily. That may be so as long .as the terms of the trust receipt 
are conscientiously carried out, but unfortunately cases have arisen where 
the spirit of the trust receipt has not been adhered to and legal questions 
have cropped up leaving their validity sometimes in doubt. They aif® 
a very cheap form of credit; in Bengal they carry a stamp duty of 
only 12 annas and they are very largely used. It has therefcare been 
suggested that fraud under the cloak of these documents should be 
made a criminal offence. What is your opinion?—^We think that anything 
in the way of breach of trust should be punished or should be made a 
criminal offence. There is of course something ^about the trust receipt 
which we desire in the way of a security. The signing of the receipt 
indicates at the present moment only a moral responsibility. Anyhow we 
agree that there should be greater protection for the banks in connection 
with trust receipts and if the law were tightened up, it would be to the 
advantage of trade in India because the facility of giving goods on trust 
receipts is really desirable. 

158. Mr. Manu Siihedar: I would like to ask you in the first 
with regard to the Managing' Agency system. You say that it has bttsa 



very useful for providing additional capital for industrial enterprfeiK. 
You mean in the first instance for promoting and issuing of shares a&d 
Jater for financing.—^Yes. 

154. Then you further say that Managing Agents incur losses in finsno* 
ing their own concerns. Could you tell us whether the oases of such losses 
were extensive or whether they were isolated exceptional cases?—I should 
say they were not isolated cases by any manner of means. In times ol 
crisis such as Bombay has been going through, such losses have been 
extensive. I am referring to the cotton mills in particular. 

155. Have not the Managing Agents in such cases turned theii^ loana 
into debentures?—In many cases they have not. 

156. They have left them as debts?—Yes. 

157. If the concerns making losses, when these debts accumulate, gcr 
into liquidation, such concerns pass into the hands of the Managing Agents, 
the shareholders losing everything.—I am afraid you are going rather 
deeper than the Chamber of Commerce can give answers. 

158. If the Chamber of Commerce cannot, I do not know who opn','<w> 
Possibly the Millowners’ Association. 

159. You have spoken of the Managing Agency system in term]) 
approval and laudation. I want to know whether in the financing by 
the Managing Agents of their own concern any of them have at any 

lost considerable sums, whether such advances have not been in prosperous 
times very safe advances and in very bad times the first charge which 
ultimately brings the concern into their own hands ?^—There have beep, 
instances of such cases where the debenture holders have got everytbibg 
and the Managing Agents have lost everything. 

160. There may be some cases of that, but have there not been oases 
of Managing Agents who financed the mills taking over the mills?— There 
are cases surely. 

161. You refer to losses incurred by Managing Agents of their deposits 
during the last few years. You have in mind European Managing Agents 
or Indian?—^I can only speak for one and that is European managed. 

162. Do you consider the Mantiging Agency a family corporaticm «r 
do you consider it a business partnership?—We have never said that iibe 
Managing Agency system was perfect. We were trying to point out some 
points which were good, we admit there are bad points also. 

163. You think it is a sound system for the Managing Agents to 
finance th$ir own concerns?—^I think that the Managing Agency system 
has done a great deal for the cotton trade in Bombay, but I admit that 
it is not by any means a perfect arrangement. 

164. Do you know' of any cases where Managing Agents do other things 
besides managing their own mill; they trade, they speculate?—^Yes. 

166. If they speculate and get weaker, does it sometimes happen that 
the Bank would withdraw the cash credit even if the mill is sound, merely 
because the Managing Agent has become weak?—It is possible. 

166. Do you know of Managing Agency rights being hawked round to 
enable the Managing Agent to meet bis own personal financial dilB* 
culties?—^I have no knowledge of that. 
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W SeTBTfil o(kBe» hftye ocomre^ ia Bombay?—They are aiot 
bruited abroad. 


168. I wai^fc to make out that the European Managing Agency system 
thas a different connotation and different constitution and that the Bidiao 
Atcnaging Agency system is purely a family corporation. 

Chairman : I think the witnesses have already answered that questiea. 

169. Mr. Manu Subedar: Do you approve of the system by which 
industrial concern could receive deposits directly from the public as a 
aOMpd system ?—it has worked very well in times of prosperity. 


170. But the ordinary depositor, the average individual, would have 
ijo knowledge either of the vicissitudes of the industry or of the difficulties 

otherwise of a particular concern in which he deposited his money-4That 

ie«P- 

171. It would be much better for the depositor from his point of view 
if there was a bank intervening which would give a better means of 
iOD^ying what the industry was doing. For the safety of the deposits, 
don’t you think that it would be better if the deposits were with the 
bank in the first instance and the bank then gave out advances as they 
thougnt pr,9Per acccu'ding to the standing, credit, and the managem«st 

a particular couc,ejm?—think, generally speaking, you may take it 
«iat we do nof consider the deposit system financially correct. 

173. That is what I am aiming at. It ia a primitive form of banking. 

173. I would like to hnow whether you do not think: that the system 
of banking broke down on account of the Government borrowing on a vary 
much larger scale and at very much cheaper rptes?—^We do not think so. 

174. Let me put it this way. Before the war Gpyeminent borrowad 
swnetimes 3^ to 4 erores and then later on 7 crores. Subsequently they 
raised 30 to 40 crores. They opened out unlimited loans and offered high 

* 1 , such as fij per cent. Bombay Development Loan. Don’t you thi^ 

0 j Buph a r^e yqqld ai-tmet those who ordinarily plaoa deposits in 
aic. ?—hfighpr rates and better security would attract racney 
anywhere 


Chairr^an: Is that also net a fact that owing to the boom the df^esha 
in mills ^ew7—terhaps they did. 

175. You ^ke with rqgqfd to the debentures on twp or three oeoasi*^, 
particularly in the light of ther Chairmsn’s questions, and you said'that 
the debenture issue was not -fashionable’ ip India. What I waent to 
Uk you is—Is it because debentures were offered and not taken by tba 
public or is it because debentures have not on a large Boale been offered 
to the public?—^I cannot call ko mind any issue of debentures on a 
large scale. 

176^ 1 pqt it to you that the issue of debentures in this country ia 
hemmed in by rnany difficulties. You know: that if pnc.e a Qonspany has 
iesued debentures, its shares would no,t be acceptable to any b:mk 
epliateral’ security. Then there is the 74 per thousand duty on the iaaqa 
of debenfures. My point is, do you consider that a light or a heavy stamp 
d^tji^? Dq, yjou, tbwk that interferea at all with the issue of d^n- 
«4|M?—'^j^.qPBt olt the stamp duty wQuld faU on t^e ooaopany onddtfit 
isS noldsr. 
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177 Ton taMir^t)tV^4)hed&veBtmeot trust bous«i in tiMt l]iiuted'KiflgllNA. 
bulk of tbi^ sd^oual mcmey by way of bonds and in India if l4b» 
d)aavjr stamp-duty continues, debentures of inveetment tnat hbusesriidiC^ 
yoil suggest,., would.not come into existeneo on account of’this.difRblity. 
In England.-tbese4ebentureB,aie.oSered in the^csm of ^bonds-'whicdrtwMUd 
be a perpetual offer to the public. -That makes the bond'a very poptdar 
document in that country. Now in India, do you suggest that gnjjfmilar 
effort should be made? I put it to you that the Heavy stamp woiuld 
militate against it. Do you thintf it would or it would not? ^^uli-ywi 
suggest a reduction oh this particular form of duty if we are going ^ seSk 
a larger expansion of financing?—I do not see how this comes within*^oiic 
purview. 

176. Do you consider that the additional block capital required'^foc. 
expansion of an industry should come by way of debentures of ^at parti¬ 
cular company?—It is perfectly legitimate to find a portion of this finance 
by that method, 

179. Do you consider that method better than short term deposiia? 
If so, would you suggest the removal of those difficulties which I'-hfUra 
pointed out, namely, the initial stamp duty and the stamp duty:^ 
•transfer, to make debentures more attractive?—I have no objection to. uia 
reduction of the stamp duty. 

180. Your members are engaged in large trade and you say that the 
present banking facilities are adequate'so far ag you are concerned?— W9 
:get the credit which our financial position warrants. 

181. And that is adequate?—Yes. 

dS2. Your members are not engaged in-the trade of taking comuodfRba 
at ports and then distributing them to the 700,000 villages in Indian OOr 
are they engaged in the trade of bringing the produce of 4be field, 
from the upcountry for instance, to the ports; of course leavuw oqt a 
few exceptions who are engaged in the latter form of business?—-"We Hlwe 
•said in answer to that question before that the bulk of the produce of 
India is handled at the pcH'ts. 

188. I, say your people are not ooncemed with the'marketing of piod^; 
nor are. they concerned with little^actories, Htfle planfe, otc., and 
-the vast Indian cwnmunity which is Bo concerned is cotoplAlnihg tfiiry 
are short of finances?—^Yes. We merely make a statement from our 
own knowledge. We say that banldne at the porta is sufficient. 

184, With regard to the ■baiAing.'in the porta, ^u' skid ’fhaft IndfA is 
•over-banked at the ports af the moment. Still all these banks are making 
•considerable profits?—How do vou know that? 

186. You have nob known of any banks that has gone under either?— 
Not going under is not making profits. 

166. With regard to the banks working in India, taking them as .a 
whole, would you say that the bulk of deposits came from Indians?—^Yes, 

lfi7. Do^ you agree that in) the case of the exchange banks the bulked 
the advances go to European merchants?—^1 would not say that. 

188. Would you be surprised if I told you it was so?—^No, I would noil 
be surprised. 
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189. Is it true that these deposits are handled by banks which are not 
Indian? Let me put -it clearer. There are 600 branches of banks in India 
of .which the indigenous banks have only a small number, counting the 
Imperial Bank for the time being as a part of them. Of all these deposits 
which are put with those banks, the bulk of them comes from Indians; and 
the BUgges'tion has been made to us that a large part has been used for 
financing your trade?—I would not say a large part of it. 

100. Dq you not admit that the bulk of foreign merchants in this 
country secure adequate finance and that the bulk of these deposits come 
htom Indians?—The bulk of deposits presumably come from Indians, 

1$1. Mr. Buckley: Is it true that the deposits of the foreign banks, 
ti^hich . may be largely drawn from India, are very largely invested in 
Government securities? Is it not also true, I ask you, that at certain 
aeaBoai of the yeat foreign exchange banks draw very largely on London in 
tafdar-to-finance the foreign trade of India?—-Yes. 

192. Mr. Manu Subedar: With regard to the Imperial Bank who hq^C 
extended nawlorancbes in India imder the Imperial Bank of India Act, ore 
they the best means of expanding banking in your opinion ?—Have we 
stated that they are the best means? I do not think we need answer yom 
question. We do not want to answer any further questions with regard to 
the IiWp^al'Lank of-India. Wo hope you will have at your disposal people 
who 'vtjll i>e much bettertible to answer these questions than we. 

Certain ex^nge banks have opened branches in the interior of 
Indi{^ • and -j-ou have mentioned that younger institutions are at a disad¬ 
vantage against older ones. Now I wanj; to ask you whether the younger 
ones should be penalised simply because these old institutions are well estab¬ 
lished, and I also want to ask whether the Imperial Bank of India is the 
best means of expanding banking?—^The Imperial Bank has certainly created 
a number, of branches. 

194. Would you suggest any other machinery for the expansion of bank¬ 
ing?—(No answer). 

So you do not want to answer this question? 

195. You have said that the Bank rate is artificial and you also said in 
reply to the Chairman that it is probably more so in India than in other 
countries, referring to the divergence between the m'arket and the bank race. 
To what would you attribute this?—^We attribute this to the lack of invest¬ 
ment facilities for short term money. 

196. But w'hy should not the Imperial Bank of India fix their rats at 
what is a prefer rate?—^But there is a natural adjustment later on. 

197. You know that cases have occurred when the bank rates have been 
increased even if it is not justified by the state of the Imperial Bank's cash 
balance and against the protest of the Imperial Bank?—We are not in a 
position to answer that question. 

198. You are satisfied that the Bank rate in India is perfectly sound?— 
do not say so. 

199. The motive why Government interferes is well-known to you?— 
Government does interfere in the fixing of the bank rate sometinres. Than 
is why we. say that the Imperial Bank rate should be controlled by 
owa-Gsntrial Coknmittee. 



25 


200. In ans^^r to the Chairman you said that having regard tc liW 
international mtuation Government ii^terferenoe will be juetified, av 

been in the United States. You know that the Government interlerflooor 
in India is to watch the exchange situation?—^We presume so. 

201. So, you think Government interference is justified in India?— 
have not said so. 

202. As conditions are at present, you think: frequent interference, by 
Government is a necessity ? 

203. Chairman : His answer was that Government of India dofei inter* 
fere, but he admits that that interference must be inevitable as in the oaw' 
of the United States of America?—^Yes,.]that is our position and we srejiofr 
prepared to go any further than what we have told the Chairman on thfit 
point. 

204. Mr. Manu Subedart Would you admit such interference?—I think' 
our reply to the Chairman 'Is quite sufficient on this matter. 

205. You said in regard to the rediscounting of hundh there i% su fl lcient 
facility at present. You mean the hundia of merchants or indigeaow' 
bankers ?—^Both. 

206. You know there are no facilities at present in regard to t^io 
counting of bills by banks themselves?—^Is there any need for ‘that? 

207. It has been suggested to us that there ien^d for it and ifc^hea boMk 
suggested that it should be one of the functions of the' Beserve Bank whap, 
it comes into existence ?—Yes, I know some,attempts werft made inB<n)ab931 
to form a discount house and they came to nothing. 

208. It is generally said by bankers that there iS an insuffioieiusy 

first class bills in which they can put their money^ Whaf is you^ opjfelia 
on that?—It may be so. An atteifipt was made to have a disoovmt 

209. Mr. Lamond: Have you heard of any bank refusing to radiaoounb 
bUls?—No. 

210. Dr. Hijder: In your answer to Chairman you said that you were 
familiar ■with the English system. Is it not a characteristic of the English 
system that it serves the needs primarily of commerce and not of industryT 
—That is so. • 

211. We have got the English system and the problem that we havo- 
got to solve is this: whether we cannot caiapt this English system so that' 
it can serve not only the needs of commerce but also of industry. In that 
case I see that you make two suggestions, that you should have investnapent 
trusts and issue houses. Can we so adapt the existing system short of 
founding these new institutions in such a way that the existing system serves 
(he needs both of commerce and industry ?—'We don’t quite follow youT' 
point. 

212. Let me make my position a little more clear. The commercial 
banks accept deposits for one year now, as a general rule?—That is so. 

213. If the banks accept deposits for longer periods, say 5 or 7 years^ 
would it not to some extent solve this difficulty which we have imd people- 
in the United Kingdom have?—^I do not know how far the suggestion would.* 
appeal to the banks. 

» 

214. One of you gentlemen, said that there is a banking concern In Bu rma 
which gives the option to its customers of depositing 

periods than one year,, and'-lit.tttsaiA. that that concesi^sveyytftilMiMile^ 
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Do you not think that if this practice were increased, the Indian inyealior 
wou [(jhave more confidence and th^ needs of indystry would, alsa.be 
MSt?—^irthe depositor is prepared to do so. At pfesant the 1®''" »®t 

prohibit tfie acceptance of deposits for longer periods l^ian one jew. We 
sse no ^ave objections to your suggestion, if the banks and their depositors 
have no objection. 

215. Please tell me whether there is anybody to whom the inve8to\;,jcpn 
turn for advice and assistance as regards investment in industry. Is there 
«ey person or agency in India existing at present which mobilises this 
capital?—You ore probably referring to the banks in Germany which giyes 
puch advice. I do not know of any such institution in India at present. 
No doubt clients can obtain advice from their bankers though not to 
such an extent as m Germany. 

216. 8o that the Indian saver is shy to invest in industrial concerns?— 
"yas, to some extent. 


217. In regard tjo your suggestion to the Chairman that there are 
specialised industrial btuiks in Germany, is that so?—I am afraid, we have 
no intimate knowledge of these banks. 


218. you say that the Institute of Commerce in Bombay imparts 
theoretical training to people who are engaged in the art of banking. Have 
you, looked at this question from the point of view of the Universities and 
whether there is sc^pe for such students obtaining their practical training?r— 

8ydenh^^_^ C^.pege of Commerce gives opportunities for students to be 
warned in co'DaTmerce and banking. 

219. That is the theoretical training, but what about the practical train- 
Qig? —Most of the students under training in the Institute of Bankers receive 
bow theoretical and practical training at the same time. 
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But| what pboi^t^students trained in the Universities who don’t get 
traiiiih'g?—When they seek employment in banks, practical training 


practical training ?- 
will follow. 


practical training 


221. Mr. Lamqnd: A great deal has been said about the development 
pf s Bill Market in India. At present stocks held up-country are ucualiy 
financed by way of Cash Credits and Loans and interest is only payahlei by 
borrowers for the actual number of days accommodation is taken. Are you 
in favour of pressing borrowers to give bills for such accommodation Oi' all^iWi? 
ifi| them to t^e advances in the form they find most suitable ged 
Economic?—Borrowers should be allowed to obtain accommodation m the 
way they want. 

222. Mr. Iluehforth : Is it likely that the system of cash credits.can 
flvpr be replaced by bills or do you think that bills can be developed side, by 
side with the present system?—The development can be made side by side. 

223 ^ii; Hugh Qochc ; With regard tp the question oi investment trusts 
and issue bouses, do you agree wdth the suggestion that Industrial banks 
and Investment trusts must both acquire their money from private indi¬ 
viduals?—Yes. 


224. So that the difference between the two lies in the employment, oi 
the funds, that is, the investment trusts spread their investments over a 
wide field and follow a policy of averaging returns?—^Yes. 

S!2$. Toi^ point is ^hat industrial banka in India would,be in, a 4qDgiilll» 
po^fhon when they are called upon to make advanoea to young iodw- 

ti(8S?—Yei. 
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on. BhUdtfnXCtt: CttoHOt' a:!! iMUatri^'bank before mal^ 

MWttiflfy itself tiiflt the money that they are called upon to lend is lumoieiWy 
■^ale?—There will be a great danger all the same. 

227. Of course that depends really on the orginisation of the hank dnd 
how it manages its business ?—Yes. But still the danger is there of advanc¬ 
ing money to an absolutely new concern. 

228. Sir Hugh Cocke: As regards the question of investment c*f fuxtds 
of insurance companies which the Vice-Chairman raised, I take it thst^^ 
far as India is concerned, there are only a very few “A” class companies 
compared with Great Britain?—^Yes. 

229. Then as regards the financing of warehoi’ses for produce, the main 
objection of the Chamber is in regard to the he'-.vy financial commitments. 
I take it that it is not only in the construction of the warehouses, but if 
you are going to lay out large sums in equipment, etc., the warehouse charfM 
will be very heavy?—That must be the case unless they get extraneous 
assistance ^m Government. Whether it should be the function of Quf' 
<«rmme»t to give finance for such undertakings is probably debatable. 

230. Chairman : And so your point is, even if the Government were tfe 
lend some money, they would probably charge interest on it and’tWHSttoeU 
•eventually the charge will have to be borne by the man who stores the pro- 
•duce ?—^Yes. 

231. So then, your point is that the question is lindoubtedly fraught vrith 
-diffiaulties?—^YeS. 

282. Sir Hugh Cocke: You say that "the oertifl'c'ate dven by 
should be more explicit ae regards debts considered ddabtful, the true marJ^t 
value of securities and the prefer valuation of investments at the did# 
the audit”. Would you Idndly let me know in what ways you want^fi* 
certificate to be more explicit than at present ?—We consider that if iha 
provision for bad and doubtful debts is shown in the balance sheet, it ought 
to be sufficient. We are quite aware th&t it the balance sheets of Britisli 
and American Banks bad and doubtful debts ate not always shown. 

:23S. You are aware that form “F” ba« notv been altered and the banks 
sre not now re<fuired to show thbir bad and doubtful debts provided bpeqi& 
reserves are held?—Yes. Our recommendation is ohly to create more 
confidence and obviate criticism. 

234. Would you suggest any special form of certificate by the auditors 7— 
If the auditors and the directors are satisfied about the provision, that f^uld 
he Buffioient. 

285. Then as regards the market value of the seourities, the presedt fbrm 
'F” requires that the basis of valuation has to be stated and nothing more 

is required. Do you suggest that something more should be given?—I think 
Mfis is entirely a matter for the directors add the auditor. 

286 . Provided the market rate is given, you will have no objection?—^No. 

237. Where the mvestment stands in the balance sheets at a figure iii 
excess of market price, I suppose you will show the market price separate¬ 
ly?—Yes. 

238. Then as regards the licensing of foreign banks, am I right in asstittf-' 
iag tha^t you sre againit licensing of the existing foreign banks in Mil 
country ?—^Yes. 

289. But you have no objection to their being licensed in the case of new 
fbceign exofaftfl||» that adight dome into operation in this Country?-^ 

Tea:: 
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240. Supposing this .Committee recommended the licensing of existing 
foreign ban^s, would you consider it desirable for foreign banks to give theit 
balance sheets so far as the volume of their business in India is concerned?— 
It will be very difi^culti^or thern to do so. Of course certain information is 
at present pven to the ineora'e-tax authorities in India. I don’t know bow 
these particulars will interest the public. It will, moreover, be difficult 
for a bank trading in 6 or 7 different countries of the world, to separate 
their assets and liabilities in this country alone and their profits so far as 
their transactions relate to India. 

Sir Hugh Cocke : It should not be difficult to give separately the assets 
and liabilities of the Foreign Bank in India. 

Mr. Buckley: It might be difficult to show the assets and liabilities 
separately, but not profits. As a matter of fact our profits are now given 
to the income-tax authorities. 

Chairman: You say that it will be difficult to separate their profits for 
India, but Mr. Buckley says that there will not be any difficulty whatsver 
8ir Hugh Cocke points out that there is no difficulty in regard to assets and 
liabilities either. So that, I take it that it is quite possible to give all the 
information required. 

241. Mr. Buckley: Do you suggest that the figures supplied should be 
published for the information of the public?—No. 

242. Mr. Buckley : I think the idea was that the statement given by the 
banks, whether Exchange Banks or any other banks, should be given merely 
to the Financial Authority of the Government for the information of the 
Government only. Government then would publish it in a consolidated 
form. The idea is that the foreign banks should d® the same thing as is 
done in the case of joint stock banks in India. 

243. Sir Hugh Cocke: There is again the question of minimum capitaL 
You have mentioned that 50 per cent, of the issued capital should be 
the minimum paid-up capital. I ask you if a bank has an authorised 
capital of one lakh and subscribed capital of Bs. 5,000 and half of that 
apaount is a paid-up capital, should that satisfy the requirements of the 
(any?—There should be a sensible ratio between the paid-up capital and 
the authorised capital. 

Chairman: You have not mentioned the ratio of paid-up capital to the 
subscribed capital. 

244. Sir Hugh Cocke : I take it that if any provision in law is made 

a suitable proportion of authorised capital should be subscribed and a suit¬ 
able proportion of subscribed capital should be paid-up capital, it will serve 
your purpose?—^Yes. 

-246. Lola Harkiehan Lai: You say “Kates of interest vary with the 
nature of the security, according to good or bad parties, and also in relation 
to the seasonal rise and fall of the Imperial Bank of India Kate”. Is this 
pn universal practice?—In what respect? 

246. With regard to parties and seasonal rate of interest. For example, 
in Amritsar we were told that rates at which the Exchange Banks advance 
money against European imported goods are fixed throughout the year plid 
also we know that the Imperial has two rates. They do not follow accord¬ 
ing to season?—^It is not as you say, in Bombay. 

247 . You have to take it from me that that was the subject of evidsmgff 
before me. Is there no minimum fixed at which banks advance monej^^ 
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imported goods and also goods stored in warehouses?—^Thh nriaimum is 
The rate is based on the Imperial Bank rate and varies according to 
seasoual rise or fall. 

248. Are not imports usually carried in transit until payment of the bill 
at 6 per cent. ?—^Yes. 

249. If the party concerned does not clear the goods, then the rate be¬ 
comes more than 6 per cent, according to the season?—According to the 
season and the money condition in India. 

250. Lala Harkiahan LaL: Then you say “First-class borrowers can 
obtain loans at the Imperial Bank rate or at 1 per cent, over it”; JDo you 
mean to say that they can obtain loans with or without security or only 
with security?—Almost invariably with security. 

251. What security?—Either imports or exports. 

252. Not debentures of industrial'concerns ?—Government securities may 
be accepted. 

253. You say-“various classes of securities accepted by banks 
Government paper, Municipal and Port Trust loans, prescribed Esll^ay 
shares, first-class industrial securities”. What do you mean by “first- 
class industrial securities”?—Shares of the Industrial oonoems such es cotton 
mills. 

254. You mean first-class shares and not debentures?—^Debentures are 
not first class securities. 

255. That may be in Bombay but what about other places outside 
Bombay?—^We do not know about other places. 

256. You also mention “Usance Bills and Liquid Assets”. Will you 
kindly tell me what you mean by “liquid assets”?—^I^iquid assets are manii- 
factured goods or goods in process of sale. 

257. Stored at mills or in godowns?—Both. 

258. You say “My committee consider banks have financed mdustries 
as far as the security offered permits”. What security do you refer, to? Is 
it the goods or the plant also?—Yes. 

259. Do the Exchange banks also lend money on blocks of the industrial 
concerns?—Yes. That is not their essential business. Their essential 
business is exchange, but they have to advance money occasionally. 

260. Lola Harkiahan Lai: Your statement should be made a bit clearer. 
You say “Banks have financed industries as far as the securities offered 
permit”. You do not say what kind of security?—No, we do not define 
securities. We do not say securities of particular kind. 

261. You refer to securities which the banks consider good securities?— 
Yes. 

262. Suppose we invest about a crore of rupees in an industrial concern, 
how much advance can we get?—cannot answer this. 

263. You say that the advances are given. But I think it is a very rar& 

thing. Is it a very rare or common thing?—I cannot answer. It depends 
On the class of business that the man is doing. ^ 

264. You state “My committee have not observed any trade in which 
credit facilities are not adequately provided for by the Exchange Banks’*. 
Bead that .'answer with the answers you just gave to my questions and then 
tell me if you still maintain that the Exchange Bar^s do give adequate 
advances against blocks?—Yes. My committee think so. 
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atHf itnad^. . IteywBi 
^ ’apSi ti!»<te*’’aHtJgPodSitBO fae impartedin' 

sdTwoe money ag£W6t that. Is it not?—^Yes. 


hazard^s, perishable, non-perishable, or marketable or unfmarhetablapT-nU 
the^ods are insurable, the Insiprance Comply is . the. particular'pai4\'^ 
the Bfthk’s security. If the Insurance Company is satiafitd, then the, BlwJPv 
is anti shed. 



267. Even though the goods are marketable or unmarketable?—They pre- 
siQ^aed to be marketable. 

268. In your next answer you say “Clean credits are available in thft..., 
case of customers of good financial standing”. Does that mean that thpr,.. 
goods are cleared out and the bills remain uncleared until a later date?— 
Yes, that is the idea. 

260i; You have been asked several questions with regard to audit. You 
state “It might be mentioned that the certificate given by auditors shouid' 
bq pipre, explicit as regards debts considered doubtful, the true market vahi* 
of'^p^p.fje^eto,” Do you mean, to say that you will authorise the auditors 
tQ,^qjhe eqq^vffio^ outside the Bank with regard to debts being doubtful 
or undoutful?—:iWa presvima that the auditors'make .every sort of enquuty>< 
It IB tneir job to get themselves satisfied whether the securities are gOWP 
onaii, or not 

270. May I take it that they do not make that enquiry now and that 
y<^dPirpBoqq,^tOido ,go,5iT—■Wfl.preswme they, do make. 

271. 'Jlhen there is no difierence between the present practice and th®' 
pr^tio?! Ptoppsqd by you ?—We suggest this only as a development. 

2724>You state “My committee are not in favour of any restriction of 
any kind. Healthy competition for legitimate business is the best safe¬ 
guard.” Do you thinkr that the competition-which the present Eichange 
Bqnks, Irnpqrial Baqh- Co-operative Banks offer to the Joint Btopk 
a heqlthy,competition?—^Yes, we say so. 

273. Do you think that this standard of competition' that now prevaHb 
wqul^ always be- heal.tby ?—it maintains healthy as it is now. 

274. You know that the Exchange Banks have practically the mtmopoiy 
of financing the export and import trade?—^Yes, that is so. 

275. If an Indian Joint Stock Bank attempts to come in, do you ihMk 
that under the, present circumstances they can come in?-—^There is nochiz^ 
to stop them. 

276. Neither the position nor the rates of interest paid on deposits and 
the rates of interests charged on loans?—We presume that the Joint Stock 
Bank will come in on competitive terms. 

277. Yes, that is so provided they get deposits on competitive terms. 
A clean balance-sheet is the chief thing, 

' 278. You know that the other Exchange Banks have the monopoly of 
the business?—It is not monopoly; it is a question of public choice. 

279. But tl^ public choice must depend on sensible grounds?—That 
depends on the stability of an institution. 

280. What would help to establish the stability of an institution? Is it 
the managem'ent or the capital?-—^If that institution starts with a souptl 
balance-sheet for six months, that would i suffice. 
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281. Do you thi^ it woulcl be oMe to draw deooBit^ai ^ 

tibe ciSbr asstune it. siiould be al^ to. Otjiertriii^ 

Mbr#BtS*tw|'lhe bani. 

282. Is it your experience of )both banka started by Indiana in this country;' 
and by Eurc^eans in this county; or your expeilahoe is different?— T^'S.6- 
ndt’think I’'ha‘vB‘*tiiriticised that in the questionnaire. 

Chairman : No, they have not. 

283. Lala Harkishan Lai: I am asking the meaning of “he.althy coxn?- 
petition”. I am told there is a healthy competitioli. ‘ Bu^j if there ia aj^ 
unhealthy competition, then thete mtist be reasoni for the sanae. 'At 
present, export and import trade is the monopoly of the Exchange BaoW 
and that being the case, any Indian bank coming in for that business wilF 
have to face unhealthy competition. That is why I am asking this qiie^on 
The reasons asked are the same as given in the case of the sdiipplng com* 
pany. The case is exactly parallel. Indian shipping has been onish'ed Oh 
sdcount of vested interests. It is exactly the same parallel'case with! 
Indian Banka coming in for exchange business. 

Chairman: I do not think the Bombay Chamber would subscribe to thsk' 
view. 

284. Supposing Indians do believe that it is an. unhealthy competition 
do you suggest a way out of it?—I leave it to you. We maintain it is not 
unhealthy. 

285. You state “Any institution calling itself a bank should be re¬ 
gistered and reguJationa should prescribe the minimum amount of pm- 
up capital in cash in proportion to'the authorised capital." Suppcgl- 
ing Ks. 5,000 is the authorised capital, 50 per cent, of that would M 
paid-up capital acowding to your suggestion. May I know if you vnll* 
call an insti^tion a Bank which'has' only Bs. 2,500 paid-up capital or 
would you have a fixed absolute minimum limit of paid-up oajiital?—I 
think full answer is given in my reply. 

Lala Harkishan Lai’s point is this. He says if a bank is started with’ 
an authorised capital of Bs. 5,000 and according to your suggestion they 
should have Bs, 2(600 paid-up capital, would you allow that Bank to do 
business or not?—No, Sir. We presume that an institution which is 
going to be registered must .have a certain minimum capital. 

286. That is the point. But would you state the amount of capital?-^? 
We cannot define that. 

287. In any case you admit the point of Lala Harkishan Lai that there- 
should be a' minimum limit. I understand that you are not in a position 
to suggest what that minimum limit should be. 

288. Lala Harkishan Lai: In the same question you say “Firms- 
should be compelled to keep a minimum cash ratio". What do you- 
mean by "firms”?—Finns doing banking business. 

289. ‘ Would you include in cash the balance ■with the Imperial Bank, 
the balance with the firms’ Agencies and Government securities or notr 
—Yes. The demand for a ratio will be made by the Beserve Bank when 
it is established. 

Chairman: I put that question and the Chamber think that it iw 
necessary to ihchide that balance. 
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290. Lala HarkishAti' Lai : The Eigents of the baohs doing businessi 
for example) remittance business on a large scale, will have balances all 
-over their branches and all over their agencies. Is this to be reckoned in 
the mininHim cash ratio?—Yes, that is the idea. 

291. You say ‘.‘Seeing that the general cry is that India is deficient 
in banking facilities, my committee see no good reason why any re¬ 
strictions should be placed in the way of the expansion of banking by an 
attempt to license foreign banks”. From the answer given I under- 
st^d that the ‘‘license” would mean no restrictions but only certain, 
dnties to be performed. Will there be any restrictions or will there not 
bo?—We do not approve of any restrictions on the business of foreign 
banks. 

292. Giving ot not giving of licenses does not really concern the ques- 
’tion' of expansion of banking. If a license is to be given, and if it 
means only that at certain times the balance-sheet has to be watched, 
then the expansion of banks of foreign agencies is healthy ?—They wiU 
have to follow the prosperity of India. 

293. At the same time if Indians do not want foreign banks any 
longer making eocroachments on their rights or would-be rights, do you 
not think that licenses must contain restrictive conditions?—Omr Chamber 
dp not desire to give any answer to this particular point. 

294. That particular point, I know, you would not answer, but I still 
put it to you. In the principal causes of bank failures you have left 
out trade slumps which contributed to the failulres of the banks?—^That 
will come under (d) which states ‘‘lasufi&cient liquidity of funds due in 
ptut to over-advancing on long term or lock-up advances”. 

295. May I suggest that sometimes some mischievous propaganda 
imght also be one of the causes of the banks closing.—^We brave replied 
ito it in Answer No. 12. 

296. I was not thinking of any real remedy, but it may be one of the 

causes. 

Chairman: This refers to the causes of bank failures in the past and 
it is not a general question about the various causes which may lead to 
bank failures. 

297. Lala Harkishan Lai: I put it to you definitely that propaganda 
might lead to it. Is that your experience or not?—It is not within our 
■experience. 

298. Have you mentioned speculation in the causes. Speculation 
bas also led in Bombay to certain closures of banks ?—We have given 
that in answer 8 (e) where we refer to misuse of the Banks’ funds. 

299. Y'ou say that ‘with the large field available and the paucity of 
banking concerns, it should follow that the growing demand for banks 
should furnish good prospects for individuals trained in banking’. In¬ 
dividuals trained in banking would mean the produce of the banking 
Institute, those who have been examined?—We presume that the^ are 
the best material being turned out. 

800. You refer to those who really pass the examination.—They may 
pass or merely study for their own advantage. 

801. To what positions, do you think, should gpntlemen passing out 
of the Institute of Bankers aspire?—It depends on their own merits; 
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tbe whcde trend is towards progress. Presumably they could aspire to 
managership in course of time. 

802. You say; ‘It is the substitution of one form oi hanking fbr 
another, and the process must be gradual. The immadiate prospects are 
the gradual substitution of Indian-trained baxddng staff, for the Euro¬ 
pean-trained staff and thereafter the rate of progress much necessarily 
be somewhat low’. What I understand is that Indian staff should be 
substiiutcd .n place of European staff?—That is the trend. 

308. I should like you to explain the idea underlying your statement 
where you refer to legislation restricting business to hona fide banking 
business. Would you like to favour the Committee with your idea ot 
what is reallj- hona fide banking business?—^I do not think we can ela¬ 
borate that at aU. It is the business which the bank clnims to do. In 
this conne 'tion we can take the example of the Multanis who are, I be¬ 
lieve, absolutely and wholly Bankers and Marwari» who undertake trad¬ 
ing in addition to the banking business. The former you would call bona 
fide banking business and the latter you would not. 

304. In some of the reports an idea has been suggested that the 
shroff or the Marwari should separate his banking business from his other 
business and then alone should he be assisted in the way proposed. That 
is why I was asking you whether the business of buying and selling of 
goods is a part of proper banking. You say ‘General agency, such as 
buying and selling stocks and shares,' Government and other loans is 
undertaken by banks. There are also safe custody departments. Purdah 
Offices and 'mrstee Departments’. Would you kindly let us know what 
are Trustee Departments?—We have not got a Trustee Department hew, 
but I understand a bank which undertakes the executive charge of da- 
ceased estates or the control of estates belonging to minors, etc., would b® 
a Trustee Department. 

305. The words ‘Trustee Department’ are used in a much wider sense 
in Engltmd?—They are used here also, e.g., for the Court of Wards, 
minors as well as .for the deceased estates. 

306. That would be bona fide business?—Yes. 

807. You say that ‘midertakings of this nature would generally be 
financed by means of debenture loans which are outside the scope of 
the Imperil Bank and which are not sufficiently liquid for other banka'. 
Do I imderstand that the Imperial Bank does not consider debentures 
as such as good security? Is that your experience? I do not mean 
buying or holding debentures, but only advances on debentures?— 
Generally all ba^s discourage advances against debentures. 

808. In Bombay or everywhere?—^We are talking pmely of Bombay. 

800. Questions have been asked and answered about cash credits. Is 
it nq|.^ a fact that the cash credit system introduced by the banks is 
largely* replaced by Bills?—I do not think so. 

810. Have you noticed or felt that 'sinoe the cash credit system has 
been very largely expanded in this country by the banks, the bills have 
begim to become fewer and fewer?—^They may have fallen off; it is.ob¬ 
vious that the cash credit is more popular. 

Voii. m E 
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344L. is,-fibe wasca why the biUs lisve become unpopular. 

312. Chairman: The Chamber admit tliat when they say ihat “.there 
is undoubtedly dearth of IhUs m India and the absence of a regi^z 
diseomit market may have something to do with this, also the syatiam 
of cai^ Credits'’. 

313. Mr. Jadu Nath Boy : You said that there was no diSeremtoe 
between an investment trust company and an industrial bank as iin both 
cajes money is to come out from the share-holders. If the public are 
not coming forward to subscribe to the capital of the industrial bank^ for 
finAnoing indigenous industry, would you think it advisable that Govet^ 
ment should guarantee the interest on the debentures of the bank as 
suggested by some witness?—It would be of great assistance to the In¬ 
stitution, 

314. In regard to the training of Indians, some have suggested that 
there should bo a license with a condition that facilities should ))e given 
for practical training?—That has already been answered. We said tliat 
practical training followed theoretical training or went simultaneously 
with it/, 

315. At present they do not get any facilities except from the Imperial 
Bank, but if other Exchange Banks also gave facilities, that would be a 
great Itelp to Indians? 

316. Chairman: It was in answer to a question of mine that the 
witness made the statement that" the Exchange Banks should also start 
schemes for the training of Indians similar to those started by the Im¬ 
perial Bank, and he added that as a matter of fact E'xchange Banks hove 
already started some similar schemes.—There is no scheme, Sir. I know 
of one Indian in course of training in an Exchange Bank in London; 
I did not say a scheme was formulated. 

317. You said that some people were being trained?—Yes, but whether 
they conform to the conditions of service or not is another matter; that 
has not been considered. 

818. Mr. Hoy wants to put it to you whether in the licenses you would 
specifically mention the condition that they must train Indian youths 
in banking to give them a chance for future employment. At the same 
time in answer to a question the Chamber state that “the coat opf 
management of banks must remain fairly high until such time 
possibility of dispensing with the present large proportion of But^pan 
trained and experienced officers is arrived at by the evolution of twned 
Indians of sufficient experience to warrant the confidence of the public”. 
In answer to supplementaries you said that you were in favour of Ex¬ 
change Bahks following the lines of the Imperial Bank?—-Something to 
that effect, yes. 

819. But you would not go so far as to accept Mr. Hoy’s proposition 
that it should be a condition inserted in the license?—^^I think it is \m- 
necessafy. 

820. Mr. Jamal Mohammad: You speak of certain disadvantages in 
the practice of financing floating capital by means of deposits. Would 
■you suggest in what way we can meet the evils inherent?—A distinct, dil^ 
advantage lies in the fact that in bad times deposits are liable to be with- 
.drawn from good and bad concerns. 
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321, But M by which you can rexh^y jt?—ijli^ 

tmfy be by ^plaoing iBie deposits from edaie cdnceriifl who- are uofc flo 
liable to panic. 

~Sir Leslie Hudson: Tbefe k another remedy whiop was brought htlt 
by our ifriend, which was that the deposits should be made in Ihe fStib 
place with banks and that iDduStrial concerns should obtain loans from 
banks. 

Chairman ; What Sir Leslie Hudson says praotioftUy amounja' to the 
same thing, nts., that deposits should- go into banks and these CMUkERis 
could take the money from the banks. 

322. Mr. Jwmetl Mohammad: Banks do not finance block capitffl pot 
of deposits received for short term?—I do not think that deposits by 
depositors in industry are secured by block; they are not secured either 
by specific .mortgage. 

328. You say that the supply of capital for industrial development in 
India is somewhat limited. Can you suggest means by which this can be 
made more adequate?—We have pointed out the defects and the remedSeS; 

Chairman: “Until the capital market can be fed by Investment Tmw 
Companies pr Issue Houses the diffioidty of mobilizing the capital 
is available for industrial development will remain”. That is the solu¬ 
tion offered by the Chamber. 

Mr. Jamal Mohammad: It is not a remedy. 

Chairman : But that is all that the Chamber can say. They 8p«s|: 
of the danger still exristing of financing long-term investments by meidM 
of short-term money. 

324. Mr. JamaX Mohammad: Is that .the remedy you suggest?—That 
is so. 

825. Does the remark that banka have financed industries as far as 
the security offered permits, apply io the Tanning Industry?—I do not 
think that the Chamber are in a position to discuss the Tanning industry. 

Chairman: Does that apply to all industries that the Chcunber is 
aware of?—As far as we know, yes. 

Mr. Jamal Mohammad: To ail industries manned by Europeans saaiS 
Indians ?— 7 AbsoIutely without any difference at all. 

326. In the same answer the Chamber state that they are not jn favour 
of any special mteasures for providing finance for Industrial development 
by means of Trade Banks and attempts in this direction such as the 
Tata Industrial Bank in the past have Shown that the economic develop¬ 
ment of the country is not yet ripe feu thk type of specialized Bank. 
Supposing that the Tata Industrial Bank was found not to have been well 
conducted, do you still consider that the establishment of such a bank for 
the promotion of Industries in India would be unnecessary and undesirr 
able?—It is a hypothetical question. 

327. The Tata Industrial Bank did not enooxntige mdustrial business 
and supposing it was found that they could niqt be taken as an fawtaace 
of an industrial bank, would you 'Still consider that there is no necessity 
for an industrial bank? 
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^ Chain^Qn : The Chamber are not striotly against the starting of indus¬ 
trial The' witness modified his statement to some extent. 

328. Jdtnal Mohammad: Y<Ju say you are not in fa'vour of the 
Bank ra^ being oontroUed by the Go'vernment of India. Why should 
you think so? When ouirenoy and fiscal policy are in the hands of 
Government, why should you be up against the bank rate alone being 
in the hands of Government? 

Chairman : In answer to various questions the ■witness admitted that 
there might be occasions for Government interference from international 
eonsiderations. 

R29. Mr: Jamal Mohammad: My point is when ourrenoy and fiscal 
policy are in the hands of Government, why should the Chamber parti- 
oularly object -to the Bank rate alone being controlled by Government? 

Chairman: Wo are concerned more with banking now than with other 
political questions?—^We gave a very full reply to that question and' I 
do not think thfit the Chamber are in a position to add to it. 

d30. Sir Purshotamdas Thakurdae: The object of the Eeserve Bai& is- 
to combine control of Ijoth cmrency and credit. If that be the object of 
the Reserve Bank, should not the Eeserve Bank have control jf cash 
reserves? If so, how do you justify your recommendation, namely, that 
the Reserve Bank should deal with securities instead of cash?—We pre 
aume that the Eeserve Bank will have'a capital as well. 

88.1. The Eeserve Bank has to belong either to shareholders <ir to the 
Btate. If the Reserve Bank scheme is that it should be a shareholders' 
bank, then, I wish to ask you as a practical banker whether you would 
like to have a capital of 20 crores instead of cash deposits from member 
banks?—I presume that the capital of the bank -will be sufficient. 

832. The other scheme of drawing cash instead of Government secu¬ 
rities from member banks, even though the percentage be small, would 
make the task of the Eeserve Bank easy. Otherwise the Eeserve Bank 
has to make up for it. Is’nt it? 

(Mr. Buckley): By the note issue. 

333. You are counting on the note issue to make all the profits. But 
tho note issue has to be backed with gold. 

Chairman: I thought that the witness had admitted that at least a 
certsun amount of the Bank’s deposit should be in cash. (To the Vice 
Chairman) All that you suggest is that it should be in cash,' though it 
might be very small. 

334. Sir Purshotamdaa Thakurdas : Now regarding the licensing of 
non-Indian Banks, your Chamber favours licensmg only of banks which 
may be started in India hereafter?—That was our intention. 

835. Which means that the banks which are already established are- 
to have an advantage?—^We presume so. 

836. Why do you want any advantage for the banks which are already 
established?—^We do not want any advantage for them. We suggest that 
there should be no disadvantage to them. 

837. If you agree to licensing being applicable to all non-Indian hanks, 
whether they were established 60 years ago or whether they are going to 
be started 10 years later, there would be no disadvantage to any. I 
nnderst^ you to say that licensing should ba restricted to the ba^k* 
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be started hereafter. Why do you presume that there woui^' 
oe a disadvantage if licensing were made applicable to all? Have you in 
your nund any restrictions m the form .of licensiis which miay be a His* 
^van^ge to the new concerns?—We do not wish to' punish anybody, 
^e Ucensmg would automaticaUy mean registration. We presume that 
the banks aiPead^ established have been here long enough to command 
public confidence and therefore they should he above the necessity of 
registenng themselves. 


_ 388. Why should they not be subject to a uniform system of regisfoaA 
bon in TOmmon with new banks?—If a license dees not amount to redtrie- 
fion, I do not think there can be any great difficulty. In some countries 
It means very restricted control. 


389. But as the question is put, youi would not press that existing 
banks should be exempted from licensing?—As it is, we are averse to any 
restrictions that should be placed on the banks by any form of licensing 
or registration. Our recommendation is that there should be no restriction. 

840. In reply to Lala Harkishan Lai’s question, I understood you to 
say that the existing exchange banks enjoy a sort of monopoly and tbal 
you did not object to Indian banks competing with them. I would 
ycti to know what happened with regard to the Tata Industrial Bank. 
That Bank, for the purpose of its business in London, made an application 
to the Secretary of State for India, to be put on the approved list fat 
Council Bills but the latter refused to put them on the approved list with 
the result that the Tata Industrial Baii had to experience great difficult 
r« their exchange business. Now take it frorn me that that was a fa^ 
Would you consider it fair treatment to an Indian bank? Would you 
it fair competition?—In the absence of satisfactory explanation, I would 
admit that it was not fair. 

341. If that sort of thing did exist, you would call that a serious handi¬ 
cap?—Subject to the reservation above, yes. 

342. You admit that it is not so much a question of introducing in India 
banking in the ordinary sense of the word but it is a question of substi¬ 
tuting western methods of banking for the indigenous methods of Dank- 
ing?—That is the idea. 

348. Do you think that the western banking system, as it is pursued 
at present, is as economical for the requirements of India as the indigenous 
banking systetaa?—The indigenous banker is the link between the cultivalpr 
and the market. 


844. You therefore think that while western banking is more suitable 
for ports and cities, for urban and rural areas the banker who serves the 
major portion of India at the -moment is the indigenous banker?—Yes, but 
only for the present. 

846. You therefore think that what is required in order to put the 
Indian banking system on a proper level is to see what can be done for 
that baliker of the masses of India—for the improvement of his methods 
and for the improvement of his facilities?—The western system can be 
extended within a reasonable period of time. 

846. Gh, Mukhtar Singh: In your reply to a question put by the 
Chairman, you said that it was not the concern of th© bank tp ^ 

mdustry. Do I presume from this that you consider that the ind>i^ 
should first be started and not till it is actually able to show profits shbifid 
the bank come to finance it?—I said before that we feel that the necessary 



38 


capital for . an industry, should be put up by the promoters and not sunplicd 
by the bahk. 

347. Is it not the practice on the Continent that the man who is ready 
with an industrial scheme approaches a banking concern for finaneiol 
assistance?—We have said we are not cognisant of the banbmg systeoi' bn 
the Continent. 

348. If that be the system, would you like it ?—Great risk has to be 
taken. Is it safe for the bank to take that risk? 

349. If the bank exists for the development of the country, it oug^t 
to-finance the; country’s industries. 

Chairman : (To Ch. Mukhtar Singh)—They have already said that they 
prefer to' adhere to the English conservative system of banking, and that 
really is the answer to your question. You are now trying to find dilt 
something froni‘ them, in a matter on which they have no knowledge. 

350. Ch. Mukhtar Singh: Can you enlighten us as to what is the stamp 
duty on debentures in England ?—There is some duty, but we do not know 
how much. 

351. You said with regard to restrictions on foreign banks in England 
that they were bound to employ a certain percentage of officers in Gra^it 
"Britain?—We have gone very fully into that aspect of the question. If 
a foreign bank were started in England, they had to employ a certain 
number of Britishers. The Board of Trade insist on it because of the 
excessive unemployment in England at the moment, 

352. Are ba'nks included in ‘finus’’?—I tiiink so. 

353. Are you in favour of a sifnilar thing being followed in India?— -I 
do not suggest that. But there are a number of Indian clerks working 
in every one of the foreign banks established in this country. 

354. So you are perfectly satisfied that there are a sufficient number 
of Indian clerks working in those banks?—The Board of Trade standard 
in England would be more than satisfied by the number of Indian clerks 
employed in foreign banks in India. 

355. Is there no rule which lays down the number of British officers 
to be emploved in those banks?—Have we not sufficiently replied to thiSi 
Sir? 

Chairman: I think you have. My information is that practically every¬ 
body in England is considered to be a bank employee. Even a civil servant 
is called a clerk. 

356. Oh. Mukhtar Singh: Would ymu agree to a restriction being in¬ 
cluded' in the license ? • 

Chairman: If the foreign hanks already employ a latge Indian staff, 
what is the objection to its incorporation in the license?—We agree with 
the Chairman 

357. Ch. Mukhtar Singh: Are you aware that there is a restriction in 
America that if a foreign bank is started there, it cannot receive deposits 
from Americans? Would you like to have the same sort of restrictu® 
placed in India?—^Would that be of advantage here? 

358. Supposing it is considered that all these deposits will go tP .ffh& 
Indian, indigenous banks, they will no doubt be profitable to the couOftig^jTT' 
And yet vQu will, be depriving the public of safe institutions fop 

0 ‘f their funds. 
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859. But if it is oongideted beneficial you would agree to suob a reBtric- 
tion-being put in the license?—^^'e do not see how it can be beneficial. 

860. Are there any countries where no restrictions are placed on foreign 
banks?—There are no restricttons in England barring the Board of Trade 
regulations. In- SiaSn there is no restriction. 

861. I presume you have suggested that if the work of banking be 
entrusted to Indians, then the banking business would be cheaper; rates 
would go down lower than if the management were left in European 
hands?—We adhere to our answer. 

362. Do you a|Tee that if a large number of Indian banks with Indian 
officers were started, the business rates would be cheaper?—Certainly that 
would mean cheaper over-head expenses. 

363. If that is so, would you give us any idea as to how to develop 
Indian banking?—The Institute of bankers might be in a position to help. 

364. You say you are against the formation of industrial banks. Do 
you consider the existing joint stock banks are quite sufficient to fitianoe- 
industries that may be started in this country ?—^We don’t say joint steok 
banks, but only “the existing banks’’. 

365. Do you not consider that for an ordinary joint stock bank it ia 
impossible to assess a proper value of the assets of an industrial concern?’' 
If that be the case, how do you consider it to be safe to allow the financing 
of industries by joint stock banks alone?—I don’t see any difficulty about 
that. It is possible to assess the proper value. 

866 . Will not the financing of an industrial concern depend on whether 
it is a profitable concern or not?—^Not necessarily profitable, but solvent. 

367. How do you judge the solvency of the concern?—it is not very 
difficult to find that out, 

368. I simply suggest whether it will not be necessary for the bank to 
enquire whether it is a profitable concern or not?—It is very necessary 
to know that. 

» 

360. Then how will the bank be able to form an opinion on the point'?— 
The banks can employ technical men for that purpose. It won’t be very 
costly. 

370. Chairman: Mr. Mukhtar Singh’s point seems to be this: whether 
any of you gentlemen have been on the board of an industrial coneern 
and if so have you had any difficulty practical or otherwise-in getting an 
advance from a bank for want of technical advice, etc. ?—The answer to 
the first part of the question is ‘yes’ and the second ‘No’. 

371. Mr. Mukhtar Singh : Are you aware that recently Japan has res¬ 
tricted entirely the starting of business by new foreign banks?—We are 
not aware. 

S72yls any gradation or standardisation done at the Port Trust Ware¬ 
houses?—^Yes. 

373. Are the receipts of these port trust warehouses negotiable?—^Yes, 
they are transferable and are accepted as temporary security pending the 
storage of goods. 

374. Is it, or is it not a fact that the Indian produce has not yet re¬ 
ceived proper value in the foreign market on account of want of gradation 
and on account of adulteration, the foreign Imarkct has got a very bad 
OfUJ^n about In<K«n/ produce ?—That is so, I rfiowld say, almost invariably. 
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B75, Has it not been made penal in different countries, especially 
Denmark and the United States of America that an article will not leave 
its Port before it is properly inspected and certified as to the different 
grades or standards introduced by these countries?—This is undoubtedly 
a fact in regard to imports into the United States of America where vou 
have to comply with the customs regulations. In regard to Denmark, 
you are probably referring to the export of dairy produce ? 

876. Yes, and if they find thsi the quality is below the standard they 
are not allowed to be exported?—We are not aware of that. There is in 
force in Great Britain at present, a system of grading of agricultural and 
horticultural produce. 

877. How do the foreign exchange banks in this country pay income-taxx« 
in this country. 7hey don’t prepare a separate balance sheet for t^eir 
business in India?—Particulars which satisfy the Income-tax aui^orfidpii 
are given to them on the basis of which they are charged income-diax. 

378. My point is, that in Germany and other countries they are charged > 
income-tax proportionately on the profits they make and the business they 
do in the country. So far as I could see that is the basis on which they 
are otiarged mcome-tax. 

Mr. Buckley: Do you mean to say that they are charged income-tax 
-in the turn-over?— 

Mr. Mukhtar Singh : Yes. 

Mr. Buckley: Certainly not on the turn-over. 

Mr. Mukhtar Singh: Then on what basis is the income-tax calculated? 

Mr. Buckley: It is calculated on the profits alone in India. Profits 
certified by the Board of Directors of the Exchange Banks in London are 
given to the income-tax authorities, on the basis of which the income-tax 
and super-tax are collected. 

379. Mr. Mukhtar Singh: Don’t you consider that by the opening of 
new branches of the Imperial Bank in places where there has already been 
an indigenous joint stock bank or banks, the latter have been hit hard?— 

1 think it is difficult for us to answer that question. 

380. Mr. Devadhar: In answer to Mr. Khaitan you were good enough 
to say that European traders themselves look after the internal trade as 
well with the object of eliminating the middlemen. You are awaire that 
the Co-operative societies are also doing almost the same work. I should ’ 
like to have the views of your Chamber whether you are in favour of the 
co-operative movement doing this work?—We are always in favour of the 
co-operative movement. 

381. And you think they are practically doing the same work by, 
reaching the small man in the villages?—The co-operative societies in this 
country have not yet reached the scale which is necessary for its progress. 

882. You are in favour of the rapid expansion of the moveknent?—^Yes. 

883. In connection Vith godowns and warehouses, don’t you think 
that if small godowns are erected in the villages for the benefit of the small 
farmers and producers, the latter 'will stand to gain?—^Tour point is not 
quite clear. Do you ask for Government subsidy? 

884. T am not talking of big warehouses at the poidis. I am onlv 
suggesting the formation of small warehouses in the countryside supporfea 
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l>y small Government loans such as those advanced to the co-operative 
movement?—We are in favour of this kind of small warehousing sciiexne 
up-coimtry, provided you can overcome the initial difficulty of cost and 
“that is the only objection we have. 

385. Just as at present with the help of Government ahd also a large 
munber of the public interested in co-operative societies, these societies 
«re started and are able to find their capital requirements. If the same 
principles of c6-operation were to be followed in regard to sttnall traders 
and some kind of a bank is formed with the assistance of Government 
-similar to the assistance rendered to the C!o-operative societies in the initial 
stages, the bank would be able to finance the slmall requirements of patty 
industrialists and others. Don’t you approve of this suggestion?—^Then 
■do you advocate the elimination of the indigenous banker who is doing that 
'work now? 

386. Personally, I am not against the indigenous banker at all, but 
I am only suggesting a better and systematised method of helping the 
willage industries. I would like to know if tho commercial community 
»»’Ould support that proposition?—think we should be in favour of any 
justifiable enterprise which will follow the example of self help. 

387. Wj ore all agreed that the indigenous banker has rendered very 
great services to the country but there is still some room for improvement 
in his method and ways. What would be the attitude of the business- 
world with regard to the expansion of the co-operative movement taking 
the pl'ioe of indigenous bankers?—^We are in favour of the suggestion. 

388. Mr. Ramadas Pantulu: With regard to banking education you were 
good enough to make some suggestion. Are you in favour of including 
co-operative banking as one of the subjects of study in the curricula ol 
banking education?—^The Institute of Bankers may be able to expand the 
■curriculum as the exigencies of the situation may require. 

389. Do you favour the inclusion of co-operative banking in the carri- 
■eula of instruction?—It is worth while suggesting that to the Institute of 
Bankers. 

390. You say that “greater co-operation between the financial centres 
and rural areas is necessary*’’. If I suggest to you the linking up of the 
system of co-operative banking with the joint stock banks of the country, 
■will you agree?—^This is very difficult to answer. We cannot consider such 
a general point. Your question does not arise from our answer. 

Chairman : You have stated here that greater co-operation betweem 
financial centres and rural areas is necessary. Mr. Eamadas Pantulu’s point 
is, supposing that co-operation might be established by 'the linking up of 
co-operative banks -with joint stock banks, would you agree to that pro 
position?— We see no objection to that at all. 

391. Mr. Ramadas Pantulu-. You say that “if in the future agricultural 
produce can be financed by bills dra'wn against commodities either whilst 
in the field or in transit a bill market might come into being. The smaller 
industries might be financed in the same way’’. Do you agree co-opera¬ 
tive banks doing this business ? They have plenty of funds at their disposal 
at present?—It Is quite a legitimate banking business.—^I don’t see any 
reason why any restrictions should be placed on co-operative banks doing 
ibis business. 

892. I am obliged to you for your views. We have been recentW cir¬ 
cularised by tho Begistrar that this business does not form part of 4ibe 
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work of co-opasaJtive banks, and hence it was I requested you to give ua 
the yiewa of your Chamber. 

Begfoding debenti^^res of land mortgage banks, at present their interest 
is guaranteed by Government. In Madras they are not yet considered aa 
trustee securities. If, I suggest that joint stock bank and the Imp«ial 
Bank may be made to lend money on these debentures, they will be ft' 
considerable help in the financing of long term loans. Will you agree to 
this suggestion?—I ddn’t see any objection to the suggestion. 

398. Supposing I request this Committee to recommend that the debeh' 
ture issues of the laqd mortgage banks should be made negotiable and 
marketable, would you think that I will be correct in doing so?—I tiiinj: 
the Committee might consider such a recommendation. 
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Monday, the 18th August 1930i 


PHESBNT; 


8ir Bhupendha Nath Mitra, K.C.S.I., K.C.I.E,, C.B.E. {Chairman),. 
Sir Phrshotamdas Thakurdas, Kt., C.I.E., M.B.E. {Vioe-Ghairman). 


Mr. D. P. Khaitan. 

Mr. F. V. Ecshforth. 

IJr. L. K. Hydeu. 

Mr. Manu Sdbed.ah. 

Mr. V. Eamadas Pantulu. 
Mr. W. Lamond. 


I Lala Harkishan Lal, Bar.-at* 
Law. 

Mr. E. W. BrcKLEY. 

Mr. Jadu Nath Ecy. 

Mr. G. K. Devdhar, C.I.E. 

I ■ Chowdhri Mukhtar Singh. 

I Mr. Jamal Mohammed. 


Mr. V. K. Aravamudha Ayangab, C.I.E. {Secretary). 

Mr. E. P. Masani, {Joint Secretary). 

lb. ft. N. Poehkhanawala, Managing Director of the Central Bant of 
India, was examined. 

894. Chairman .—You give five reasons why India has so far been unablb 
to compete successfully in industrial pursuits. Want of sutJicieuL oapivtti 
is one of the reasons. Will you kindly tell the Committee the relatlvO' 
importance of this item to the other items ?—Capital is the most importailti 
among the five items. If there is sufficient capital the other handicaps can 
be overcome. Skilled labour could be imported. 

396. Two of the items mentioned are want of technical knowledge and 
want of practical experience. You as an experienced banker, I daresay, 
know that one of the fundamental bases of credit is confidence, and confi¬ 
dence depends largely on the business ability of the person who seeks that 
confidence. Therefore even if capita] were forthcoming, while that business 
ability, that is the practical experience and technical knowledge were not 
forthcoming, would such institutions flourish ?—The skilled labour and techni¬ 
cal knowledge could be imported. We could have experienced men fitom 
different parts of the world. 

896. You want also to import practical experience P-^Yes. 

307. According to your ideas, the actual industry would be run .by im¬ 
ported people. Only the capital would be subscribed in India and would be 
controlled in a, way by the shareholders and their directors ?—Yes, otherwise 
no. new industry could be established. 

8i98, Later on, you say that “attempts have been made from time' to 
time by enthusiastic pioneers, etc., but in few cases have the results been- 
encouraging Now how wouM you reconcile that statement with the 
statement you have just made. Why did not these enterprising pioneers 
import outside help in regard to practical experience and teohnieal know¬ 
ledge?—^Because foreign goods were imported, and sold and no margin of 
profit was kept in the industiy.. The industry may be floated very suO' 
cessfully, but if , it leaves he margin against competition of foreign goodSr 
necessarily it has to suffer. 
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ay9. Thea obviously sufficient capital would not be the main oritenoni' 
—it will be the main criterion to start with, and the after-result would 
mostly depend upon circumstances. 

.4^. But how wi^uld capital be forthcoming if the persons who are 
requfred to produce it have no confidence in the ability of the people 
running Uie^ l usin-ss to provide them with adequate retpms?—So far, 
niost of the industries started in India have been by persons having no 
•technical knowledge. For instance, the iron industry, the hydro-electric 
industry these have been started only through confidence in the people 
who have started them. They then try to put the company or the industry 
in the best possible way by importing foreign labour and fcweigh technical 
experts. 

401. Therefc^i-' from what you say it follows that at the outset in cer¬ 
tain cases there has been no lack of capital.—Yes. 

402. And because the promoters of the concern did not import outside 
practical experience or outside technical knowledge, therefore the concern 
failed?—‘Some of them failed for these reasons; some of them failed 
because of the reasons which I have given just now, namely, no margin 
of profits being left owing to foreign competition. 

403. That being so, would it be correct to say that want of sufficient 
capital was the main cause of these failures ? You give five reasons and my 
initial question was what was the relative importance of the first item to 
the other items. To the best of my recollection you considered capital 
to be the most important item. Your statements later on indicate that 
in certain oases there was initi'ally no lack of capital, but there were two 
other factors; in some cases the people who promoted the concern did not 
bring in outside practical experience and outside technical knowledge which 
you think is essential; therefore they failed. In some other cases, thaw 
was no large margin of profit left; therefore they failed also. That being 
so, don’t you think it is necessary for you now to modify the first state¬ 
ment you made;, viz., that you consider want of sufficient capital to be the 
principal reason for the failure of these concerns?—still stick to my 
statement. 

404. It has been suggested by one witness that there is a lack oi 
adequate credit facilities for the finance of the iron and steel industry and 
the hydro-electric industry and that, for example, for this reason new com¬ 
panies for the manufacture of steel have not been started notwithstanding 
the fact that the cost of producing pig iron is cheaper in India than any¬ 
where else. Have you any intimate experience of these industries to say 
whether in your opinion these industries are actually suffering from lack 
of adequate finance?—^I have no intimate experience of these two industries. 
But as far as the iron industry is concerned, there are three iron companies 
which have not been doing so well; besides this, I do not know much about 
them. 

405. You do not know anything about the hydro-electric industry?—^o. 

406. What are, in your opinion, the reasons for the failures of the pioneer 
industries, to which you refer in the first paragraph of your memorandum? 
You have alretidy answered this to some extent. Do you want to supple¬ 
ment your answer?—I say that if there is sufficient capital a company is 
able to stand the losses for a certain time; if there is not sufficient capital 
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tt oaanotr Btaiid eompetiti(m and eveir industry has to meet with Ipasee 
in the beginning. I thinfe the iron industry has been able to pull on '(nly 
because there has been sufficient capital. 

407. Is it your point then that in the case of these pioneer industnea 
sufficient capital was not subscribed at the outset to enable them to tide 
over the period dtiring which adequate returns could not be produced?— 
Yes. 

408. Do you think that at the time these pioneer industries were floated 
they could not have secured adequate amount of capital to tide over that 
initial period?—^It may be want of experience of the persons who 
have established those industries in calculating the required capital; thm 
the change of circumstances, the change of times, might have gone against 
them. 

) 

409. Does the inadequacy of capital facilities to which you refer relate 
to the block expenditure or to current requirements?—^To both; in-some 
cases to block expenditure and in some to current requirements. 

410. Therefore your point is that there is a possibility that the pioneerf 
of heese ojnoerns m.acl-3 miscalculations about the capital that they might 
require for both purfjoses at the initial stages until they were in a position 
to earn adequiite profits?—Quite so. 

411. You have said later on that the Imperial, foreign exchange and 
the indigenous bunks have supported and financed the textile and jute induS" 
tries. Is ttis support in your opinion sufficient to meet all their long and 
short term requirements?—^Yes. 

412. Have you in this connection noticed any distinction in the attitude 
of the Imperial Bank towards the textile and jute industries?—^No. 

413. You say that the textile industry of Bombay has recently been- 
suffering from inadequate financial support from banks. Are you referring, 
to finance for working expenses?—^Yes at present. 

414. Can you also tell the Conunittee what the reason is ior the want- 
of adequate financial support from banks to which you refer?—^The chief 
reason is that the industry for the last many years has been in a very 
bad condition. It is not a profitable industry at present and naturally 
from year to year the companies have sustained losses which have reduced 
their capital. The banks were adyaoping moneys to the mills on their 
capital and on their sound position. Year after year the capital has been 
deduced as there have been losses and naturally the security of the banks 
has gone down and so they are reluctant to make advances to some of the 
textile industries. 

415. It has been suggested by some witnesses that mills in Bombay 
which obtain loans from banks on the security of goods are required in> 
several cases to give additionab guarantee by the Managing Agents although 
sufficient, margin is required to be kept by the borirowers in regard to the- 
value of the goods hypothecated. Can you tell the Committee what ^ar6 
the reasons for this practice ?—This has been a practice from the beginning. 
When the textile companies require loans, the security of the company 
and the 'agents is always taken into account, although it is more a questior* 
of practice than anything else. 
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416. Have you any utlormatiou about the baski of that practioeV—No, 
it hag bfKBO gomg QU for uaaay yeara. 

417. You say that the smaller industries do not get any support feom 
bants, as the latter have no technical knowledge of the industries and 
therefore do not consider it safe to invest their funds in the hnancic^ of 
such industries. Is this consideration peculiar only to small industriM? 
Are the banks, in your opinion, provided with sufficient technical knowledge 
m regard to major industries?—With reference to the major industries, of 
course there is no technical knowledge on the part of the bankers, but 
where sufficient data are given through balance sheets, reports, etc., the 
bankers can form gome opinion about the industries. The smaller industrt^ 
are generally proprietary concerns and banks can have no knowledge as to 
their technical or financial position. 

418. That brings me to another point. There are ready two aspects 
of the question. Firstly, the initial stage when it is not |)Of 5 sll)le for the 
cOnipany, whether it is dealing with a large industry or a small industry, 
to produce a balance sheet. At that stage, how will the consideration to 
which you refer apply in the case of the larger industry?—Tn the initial 
stage, whether it is a large industry or'a small industry, I do not think 
banka do make advances. 

419. Do you. think it would be right for a commercial bank to msls* 
any advance at that stage?—^No, it is not right and so most of the banks 
do not make any advance in the initial stage to an industiy, that is when 
it is under construction. 

420. Wbvld not a proprietary concern running one of ibe smaller indus¬ 
tries be required to produce a balance sheet?—Balance sheets are never 
issued by proprietary concerns. 

421. So long as that state of afiairs lasted, the concern would not oom- 
manJ the confidence of the public; can it be remedied in any way?—It 
cannot be remedied, unless the persons who are engaged in these smaller 
Industries establish themselves into companies based on joint stock prin¬ 
ciples ; then they could expect to get financial help from banks or from the 
public. 

422. That state of affairs would not be remedied by the establishment 
of industrial banks, pure and simple?—I agree with you, but then it wUl 
automatically follow, ^f industrial banks are established, such proprietaiy 
concerns would like to form themselves either into joint stock compaxUBfl 
» to show their results or activities in such a way as to get help frona 
the industrial banks. 

423. Nothing stands in the way of their liking that surangement at the 
present moment?—Then they will think that there is some bank which 
will necessarily help them, if they could satisfy that bank. 

424. You said that in the case of the larger industries, when they are 
in the stage of working, if they produced a balance sheet which the lending 
bank considered to be satisfactory, there would be no dearth of loan from 
that bank?—-^Y bs. 

425. The same consideration would surely apply to a smaller industry?— 
Yea, but at present the smaller, industries are not under those conditions: 
they ore all proprietary concerns and they do not show what they have been 
doing. 
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426. That is my precise point; therefore the difficulty arises more from 
the particular way in which these proprietary concerns manage their busi¬ 
ness than from any disinclination on the part of existing banks to help 
them.—That is so. 

427. Does your scheme of capitalisation of your proposed industrial banh 
contemplate only share capital, or do you intend that the bank should 
have the power to raise debentures also?-—^It cannot be only share capital; 
there should also be debenture capital. 

428. The first question is, do you agree there should be debentures?— 
Yes. 

429. That being so, would you prescribe any limitation on the issue of 
debentures in relation to the paid up share capital ?—No. 

430. You do not want any share capital at the outset, but simply 
want debentures. Is that your intention?—^The capital is not ordinary 
shares, but preference shares or bonds of 5^ or 6 per cent, guaranteed by 
Government. 

431. You recognise that there must bo some shares, otherwise, it would 
not be a shareholders’ bank. Assuming your idea is that these should be 
preference shares, still the question arises whelher there should be any 
limitation on the amount of debentures to be issued in relation to the 
paid up share capital?—It would all depend on the business of the bank, 
which may gradually increase. 

432. I am quite prepared to admit that the amount of debentures would 
increase with the growth of the business of the bank, but my point is this: 
would you at any stage impose any limitation on the amount of that deben¬ 
ture capital in relation to the paid up share capital?—It should not be 
in excess of the capital. 

433. Therefore you would impose a limitation that the debenture capital 
should not be in excess of the share capital?—As I said, it would all depend 
upon circumstances. If there is good secured business %vith an industrial 
bank, even if the debenture capital is more than the share capital, it would 
not matter much as there would be sufficient assets with the company. 

434. Your point then is that it is not necessary to have any limitation 
on the debenture capital in relation to the share capital?—Yes. 

435. You have suggested that Government should guarantee interest 
at a prescribed rate on the capital of the bank. Would it not be more 
proper that the Government guarantee of interest should apply to the deben¬ 
tures that might be issued by the bank and not to the initial ordinary 
capital?—Then it will be very difficult to get the capital, because the past 
experience of the public is such that I do not think that for an industrial 
hank capital would be forthcoming. 

436. Therefore your point is that Government should guarantee interest 
on the preference shares as well as interest on the debentures ?—^The interest 
on the debentures may not be gpiaranteed by Government, as there would 
be tangible assets in'the hands of the company; but in the initial stage 
in order to induce capital for the industrial bank, that provision is necessary. 

437. You want guarantee of interest on the preference shares with which 
the bank is to start its business, but not on the debentures which will be 
issued thereafter, according to you, on adequate securities?—Yes. 
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438. Do you think it would be necessary to adopt other measures for 
making these debentures attractive to the general public, for example, by 
making them trustee securities or would you like that concession to be 
given to preference shares?—I do not think that at the present stage these 
securities should be taken as trustee securities, because we would have to- 
watch the results. 

439. Therefore at the present moment you do not want any other con¬ 
cession from Government excepting guarantee of interest on the preference 
shares?—Yes. 

440. What do you exactly mean by saying that the “bank should do 
no other business except financing industries in their primary stages and 
till such time as such concerns can acquire for themselves credit sufficient 
enough to induce commercial banks of the country to grant them clean 
or secured facilities?” Do you think that it will be either possible or safe 
for the commercial banks to provide the industries with finance for exten¬ 
sion schemes beyond the initial stage?—^If they have passed the initial 
stage and if the companies have got sufficient assets to be placed with 
the other banks (.e.g., stock, etc.), then the other banks will b.e able to 
finance these concerns. There will no longer be any necessity for the 
industrial bank to finance them. 

441. But surely the commercial banks can only give them short term 
credit?—Yes, but against stocks the short term credit will be quite good. 

442. For purposes of extension schemes?—Yes, even for extension 
schemes. It will all depend upon the security that the company is able 
to offer. Suppose a company has atreadyr spent 20 or 30 lakhs on the 
concern and if tliey want for extension a sum of 2, 3 or 6 lakhs, they 
will be able to get accommodation from other banks, as there is suffi¬ 
cient security to pledge with the banks. If the concern is doing profitable- 
business and if the balance sheets give a good idea of the business itself, 
the commercial banks would be willing to help. 

443. Let me pursue this matter a little further. An industrial concern 
starts its business according to your ideas and it has to go to an industrial 
bank for initial assistance. Therefore apparently this industrial boncem 
must offer the industrial bank adequate security for a loan. It may have 
for example to hypothecate with the industrial bank the bulk of its pro¬ 
perty. Then the time will come for extensions, probably after 3 or 5- 
years. Suppose the conepm up to then has not been able to fully repay 
the loan to the industrial bank and therefore the bulk of its assets are 
hypothecated to the industrial bank. Then the concern wants more capital 
for its extensions. Take it to be a mill; it probably thinks if it is to put 
up another 100 looms, its business would improve and the overhead charges 
would be reduced. Do you seriously contemplate that at that stage it 
would go to a commercial bank and that the commercial bank would be 
in a position to find money for it, even if its business had been flourishing 
in the preceding 3 or 4 years?—It will all depend upon individual cases. 
Suppose a company with a capital of its own, say 20 lakhs, has borrowed' 
from the industrial bank 5 or 6 lakhs by the hypothecation of its assets 
and then if it wants 2 or 3 lakhs more, it is just possible that it might get 
The amount though it has already borrowed from the industrial bank. There 
is generally no hard and fast rule. 
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444. That brings me to my point. It may be possible or it may not 
be possible. Therefore when you say that the industrial bank should do 
no other business except financing of industries in their primsury stages, 
you probably go too far.—^Yes. The Industrial Bank may have to finance 
industries after the primary stages sometimes. 

445. You suggest that the industrial bank should not be allowed to 
receive deposits for a shorter term than three years. It has been suggested 
that such restriction would hamper the work of the industrial bank and 
that short term deposits for a term less than three years should also be 
allowed with a view to enable the bank to finance the fioating expenses 
of the industrial undertakings to which they have made long term advances. 
Have you anything to say in regard to this suggestion?—The period of 
three years is placed for the reason that if it receives yearly deposits, it 
will necessarily compete with the other indigenous banks. 

446. The competition may be stopped, but the industrial bank may fail 
to serve its purpose?—I do not think so, because the industrial bank will 
have to depend more on its own capital and debentures; as they have 
got the remedy of issuing debentures, they will be able to get money by 
means of debentures. 

447. They may or the^ may not?—Yes. 

448. You want to avoid competition between various classes of 
banks ?—Yes. 

449. You say that applications for loans to the industrial banking 
institutions should be entertained only after 60 per cent, of the required 
capital of the company is subscribed and. paid up by the public. Would 
you kindly explain to the Committee what the object underlying this 
restriction is ?—It is only for the safety of the industrial bank entertaining 
such a proposal. It would mean that for the industrial bank that much 
would be the margin for the money they wiU be advancing to such a con¬ 
cern. 

450. You began by saying that the fundamental reason why industries 
cannot be started in India is want of capital and now you want-to put in 
a restriction that unless 50 per cent, of the capital is actually secured, 
your industrial bank must not give it any assistance?—Because the indus¬ 
tries are not to be started at the risk of the industrial bank. The public 
or the promoters have to take certain risk, and unless there is a certain 
margin sufficient for any probable l<5ss with the industrial bank, it would 
not be wise or safe to advance money to such industries. 

451. Therefore you are not in favour of providing very facile credit or 
iapital for these pioneer institutions?—^We cannot call them pioneer insti¬ 
tutions from the start. It will all depend upon how they are worked. In 
the beginning a certain amount of cap.ital is always necessary to safeguard 
the interests of the lender. 

452. You say that when a Keserve Bank is established, the existing 
banks should be able to meet the financial demands of the industries by 
the aid of re-discounting facilities afforded by the Eeserve Bank. Does 
this imply that at present, existing banks find it impossible or diflScult to 
secure re-discounting facilities from the Imperial Bank? If so, has your 
bank ever been refused such facilities? Are you aware of any other bank 
having been refused such facilities?—^!In the first place, this re-discounting 
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buBiness is not at present in practice in' India. The Imperial Bank dis- 
coimts bills of ordinary shroffB or merchants. The Imperial Bank has not, 
so far as my knowledge goes, refused to re-discount bills of banks, but the- 
practice here is that if a bank goes to re-discount its bills with the Imperial 
Bank, it would be taken to mean that the bank is in linaneial trouble. 
This is the last resort which a bank takes in case it wants any financial 
assistance from the Imperial Bank. In other parts of the world this re¬ 
discounting business is quite a common thing, but here in India any 
bank which goes to re-diaeount its bills gets its credit affected and it is- 
for this reason that banks do not go for re-discounting their bills with the 
Imperial Bank. Another reason is that the Imperial Bank, when re-dis¬ 
counting these bills, does not give any advantage in the rate of interest, 
but charges the same rate of interest as it charges to an ordinary indivi¬ 
dual shroff. We tried to create a bill market through the Union Bank of 
India tmder our management. We used to supply the traders direct with 
monies and get their bills re-discounted with the Imperial Bank. They do- 
not give any concession in the rate of discounting, but charge the same- 
rate of interest as they charge an ordinary individual shroff. 

453. Is the prejudice in India against asking for the re-discounting of 
bills which you mentioned a prejudice on the part of the indigenous 
banker?—Banker as well as the public. 

454. Do you think this prejudice will be removed by the establishment 
of a Eeserve Bank?—Yes. Re-discounting of bills with the Reserve Bank 
will be quite different from the re-discounting of bills with the Imperial 
Bank. The Reserve Bank will not discount the bills of ordinary’ merchants, 
they will discount bills of banks only. Not only that; these banks will try 
to get some advantage in the rntt' of interest and will be pleased to get the 
bills re-discoxmted in order to get their financial position strengthened. 

455. If that is the position, why do not the banks at present at least 
make -in endeavour to have bills taken, say from their outside clients and 
get them re-discounted by the Imperial Bank?—The difference is this: a 
bill of the Central Bank is a bill drawn by a merchant, endorsed by a shroff 
and again endorsed by the Central Bank. It has three parties to whom the 
Imperial Bank looks to. Unless there is some advantage m the interest, 
why .should the Bank re-discount it with the Imperial Bank? Suppose 
the Central Bank re-discounts these bills at 6 per cent, from the market. 
Unless these bills can be re-discounted at 5 per cent, or 4 per cent, there 
will be no advantage to the bank. But if the Imperial Bank insists on 
the rate of 6 per cent., i.e., the same rate at which we got it from the 
market, there will be no advantage to the bank in re-discounting the same. 

450. I'he real difficulty then is the interest rate and not what you first 
stated, ri's., the natural antipathy to a system of re-discounting?—That also 
exists. If it is known that banks are re-discounting bills for the difference 
in interest and making a profit over it, then that prejudice will naturally 
go off. 

457. You gave as the reason for the prejudice in the beginning that 
the indigcn.ous bankers were apprehensive that if they tried to re-discount 
their bills, their credit in the eyes of the public will suffer. How would 
that ho removed?—^If the public know that banks do not re-discount bills 
beca\ise they are in financial trouble, but are doing it in order to make 
something in interest. 
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458. Mr. Lamond : The repreBentatives of the Bombay Chamber 
said that there were adequate facilities for the re-discounting of bills in 
India by the Imperial Bank. 

459. Chairman: Will not the Eeserve Bank limit the paper discounted 
to such as have a short maturity? If so, will you kindly explain how the 
existing banks will be able to make long term investments in industries 
after the creation of a Eeserve Bank?—From time to time some, bills may 
be discounted and these be replaced by other bills. I do not t hink there 
can be any diflBculty in that. Until that time the banks will have to 
arrange their own finance. 

4G0. But will it he possible for a commercial bank under those condi¬ 
tions to afford this long-term credit?—^As explained above it c.annot be 
long term credits. It will be say 12 months or more and will be fluctuating 
according to the stock. 

461. That may meet the requirements of working capital but not for 
extensions.—That I have already explained. In the initial stage commercial 
banks will not help any industrial concerns. 

462. When a Eeserve Bank is established you do not think very large 
capital will be needed for an industrial bank. I fail to see how the con¬ 
ditions will be altered in that particular respect on the establishment' of 
a Eeserve Bank. If you do admit that it requires qualifications, there is 
an end of the matter?—Yes. 

403. If on the establishment of a Eeserve Bank the existing banks would 
in your opinion be able to meet the financial demands of mdustries, why 
have you in your scheme of the future banking system of India provided 
for on Industrial Bank?—That question is also answered by the answer 
just given. 

464. It has been suggested by one Chamber that attempts in the direc¬ 
tion of taking special measures for providing finance for industrial deve¬ 
lopment such as the Tata Industrial Bank in the past have shown that the 
economic development of the country is not yet ripe for such a type of 
specialised bank. Have you any views on this suggestion?—I prefer not 
to answer the question. 

465. Sir Purshotamdas Thakurdas: On what ground?—Because of my 
connection with the Tata Industrial Bank. 

466. Surely you had no connection with the Tata Industrial Bank when 
it was working?—^From what experience I have had of the Tata Industrial 
Bank after the amalgamation I do not like to express my views. But 
I do think ,an Industrial Bank is a necessity as I have already said in the 
memorandum. 

467. Chairman: If you had no connection with the Tata Industrial 
Bank, do you still feel reluctant to say anything on the subject?—Yes. 

468. In your scheme for the banking system in India, what sort of co¬ 
ordination would you suggest between the industrial bank on the one hand 
and the proposed Eeserve Bank and the commercial banka on the other?— 
I do not think the industrial bank can have much to do with the Eeserve 
Bank except in the matter of re-discounting of bills, because the industrial 
bank will not be keeping any current account or any floating deposits, 
and except any re-discounting of bills I do not see how it can come into 
any further contact with the Eeserve Bank. 
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^ 469. Are you in favour of a single industrial bank with branches in 
principal industrial centres or would you prefer an all-India central indus¬ 
trial banking institution with provincial or regional industrial banks with 
a definite plan of inter-relation and co-ordination adopted?—Personally I 
think if there are industrial banks in each province of the country, it would 
be better. They will be able to look to the needs of their own province 
better than if there is one bank with branches. 

470. Something like the apex co-operative bank?—^Yes. 

471. You have summarised the seven principal defects in the banking 
system. Will you kindly tell the Committee what remedies you suggest 
for removing the second defect, viz., inability of indigenous banks to 
increase their lending power to meet seasonal or unusual demands'’—That 
can only be done by creating a bill market and re-discounting facilities. 

472. In your memorandum to the Bombay Committee, you say that 
the Imperial Bank of India have opened many of their branches at places 
where there is business just enough for the branches of joint stock banks 
already in existence. Can you supply the Committee with facts and 
figures showing the deposits, advances, rates for loans and deposits and 
profits of any of the branches of your bank affected by the opening of the 
Imperial Bank branches, both before and after the opening of such 
branches?—The very fact that Imperial Bank opened its own offices at 
certain places such as Jharia, Chandausi, etc., and then ultimately had 
to close them down shows that they opened the branches because there were 
branches of other banks and seeing no sufficient business, they had to close 
their branches. The deposits of joint stock banks are never affected because 
the Imperial Bank’s rates of deposits are always lower. So the opening of 
Imperial Bank branches does not affect the deposit figures of indigenous 
banka. It is only in lending moneys that there is a competition and the 
rates are lowered down to a level which takes off the margin of profit. 

473. It has been suggested that the opening of these branches of the 
Imperial Bank of India has been of advantage to the public in that it has 
brought down the interest rates. What is your view on this suggestion?— 
This ;s .a wide question. These interest rates have not affected the com¬ 
mercial or business interests of the place to any appreciable e.xtent. For 
instance, at places which may be cotton centres, it is only the cotton 
factory owners who may have been affected to a certain extent. I admit 
that the interest rates have been lowered compared with vhat they had 
been previously. It has given no advantage to the commercial community 
of the place but only to a section of it. 

474. Surely it has given an advantage to the larger public?—Not the 
larger public but only to a small section of the commercial public. 

475. You state that at certain places, people who had ginning factories 
may have gained an advantage in the interest rates. If that is so, would 
it not follow, generally speaking, that that advantage would probably be 
passed on tc the producer of the cotton?—^No. It will simply go to swell 
the profits of the ginning factories and traders or dealers in cotton. 

470. It might be passed on to the traders or dealers in cotton, but it 
is not likfly to be passed on further down?—^No. 

477. Will that apply tb agriculture generally?—Almost generally. 

478. Sir Purshotamdas Thahurdas: It means that if you finance a cotton 
middleman at an up-country centre cheaper, then it is not reflected in the 



58 


price which the cultivator will get?—Because the cultivator has already 
got his own price, it does not affect his prices at all. 

479. So that whatever your rate of lending may be at these centres, 
your conclusion is that it dees not benefit the producer at all. Even if you 
charge 12 per cent., the producer will be able to market his crop at the 
same race as when you lend at six per cent?—^No, not to that extent. 

480. To what extent?—The extent will all depend upon the world prices. 
Supposing ir the former rate was 9 or 10 per cent, and if the middleman 
gets accommodation at 7 per cent. I do not think the producer gets the 
benefit of this 3 per cent. 

481. Your conclusion, therefore, is that to that extent the indigenous 
banker losses and the producer does not benefit?—Yes. I say that so far 
as there is a legitimate percentage of profits left—I do not talk of any 
extraordinary margins in interest—even one per cent, would make a lot 
of difference to the indigenous banker and the Imperial Bank. One per 
cent., I do not think will be of much concern to the middleman who has 
been borrowing money. 

482. Is the middleman of a greater standing than the bank?--Owing 
to daily wide fluctuations in prices of commodities one per cent, per annum 
interest does not count. 

48'3. Is price fixed by world conditions?—^He buys from the cultivator 
at a price which would in his opinion fetch the market values. 

484 If he can have the finance at 5 per cent, would xt not be better 
than 9 per cent?—^He may be making 8 or 10 per cent, per day or he 
may be losing 5 per cent, even by paying such interest. The cultivator 
Will not get the benefit of it. 

485. Chairman: Even so, is it not your proposition that the price which 
the cultivator receives will not in any way fluctuate with reference to the 
rate of interest on the money which the middleman requires for financing 
his business?—^Yes. 

486. Mr. Lamond: Will not that make the middleman more anxious 
to buy?—I have in my mind only a difference of 1 per cent, in interest. 
It is not a difference of 5 or 6 per cent. 

487. Would more competition be to the advantage of the agriculturist?— 
I do not think the cultivator gets any advantage of this 1 per cent. 

488. If he gets advantage of cheap finance, it will make him a more 
anxious buyer?—But the competition will depend on the financial position 
of the buyers themselves. 

489. Mr. Manu Subedar: If one middleman gets cheaper finance than 
another, that man will be able to outbid his rival?—Yes. 

490. If there was a different method of financing middlemen so that 
some middlemen get greater facilities from the banks than other middle¬ 
men, then those middlemen would be able to outbid their rivals?—^Yes. 

491. If the Japanese gave very cheap finance to their clients and they 
went on the field and the Indian also went on the field and the Indian 
got' hie finance at 10 or 12 per cent, and the Japanese at 5 per cent., 
the Japanese would be able to outbid the Indian; and also either he would 
make more profit himself or he would give bigger price lo the cultivator 
or there would be split. Some he would get, and some he would give to 
the cultivator?—^Yes- 
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492. Chairman: It has also been suggested that the Imperial Bank 
of India with its prestige is able to secure the confidence of the public 
and to stimulate in them the saving habit and that as a result, business is 
bound to grow which will make it profitable for both the Imperial Bank 
branch and the other joint stock banks to exist side by side in the locality. 
Have you anything to say on this suggestion?—As I said, there is so 
competition for deposits between the Imperial Bank .and indigenous 
banks. 

49!{. Yen say that the Government policy of giving special conces.sions 
to the Imperial Bank to open branches in different parts of the country 
is against the interests and growth of indigenous joint stock banks in 
India. Will you kindly tell the Committee what are the special conces¬ 
sions you are referring to?—It is only the Government moneys that they 
have been making use of without interest. 

494. At the same time they do not make any charge to Government 
for doing that work. In the next place is it your desire that Government 
money at any particular place should be distributed among oil tbe banks 
there?—Mo, because it is not the policy of Government to deposit money 
with other banks. No Government docs it, and we do not advocate it. 

495. In your memorandum to the Bombay Committee you say that 
attempts are being made to divert Indian capital to foreign investments 
by exchange banks. Can you give the Committee any facts and figures 
to support this statement?—^I have not got facts and figures, but those 
who are in the commercial line at Bombay or Calcutta know that large 
amounts have been invested in American and foreign securities. 

490. Dr. Hyder: By the banks or by the investors?—Investors. 

497. Why do they do that?—^For better return and for political 
reasons. 

498. Why cannot the exchange banks have their own way to encourage 
this?—Some of them, e.g,, the National City Bank, have been sending cut 
prospectuses every week to the investors just to induce them to make 
investments in foreign securities. 

499. Dr. Hyder: It is within your knowledge that the continental rates 
for fixed deposits are 7 to 8 per cent?—The money does not go for deposit 
investment. It is for investment in industrial concerns or Government 
gilt-edged securities. 

500. Mr. Manu Subedar: Did you have also some Indian money for 
New Zealand? Various exchange banks have been helping in tbe question 
of New Zealand forests?—Yes. 

501. Chairman: You do not refer to that in your memorandum?—^Yes, 
because it is a very small matter. 

502. You admit it may not be so much due to declared intention on 
the part of the exchange banks as to the intention of the investor him¬ 
self?'—Yes. 

503. You complain against the exchange banks doing local business, 
such as discounting local bills, advancing rnc'ne.ys against properties, etc. 
If you do not wish Indian capital attracted by the exchange banks to be 
diverted abroad, is it advisable to place any restrictions on the investment 
of funds by exchange banks in local business?—My complaint against 
the exchange banks is only this, that when they, through the facilities 
they get of cheaper money, lower the rate of interest, they come in th« 
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Tvay of the margin of profits of the indigenous banks. I shall state an 
example. In Bombay and Calcutta most of the Indian business consists 
■of lending money on shares, say, at 1 per cent, over the bank rate. If the 
exchange banks do small business at a lower rate, our clients would get 
■dissatisfied. That is how the business of the indigenous banks sufiers and 
their margin of profit is reduced. 

.504. That brings me back to the point that 1 raised before. Is not the 
lowering of the borrowing rate of interest beneficial to the public at large 
and to the trade of the country ?—^It' ia, at the cost of indigenous banks. 
If the indigenous banks are not to be supported and are not to be encour¬ 
aged, then the Imperial and exchange banks may bo allowed to do as 
they have- been doing. Otherwise. Government sboTild supply them with 
cheap money as there ought to be a legitimate margin of profit left in bor¬ 
rowing and lending. That is the fundamental principle of every business 
and the same principle must hold good in indigenous banking. 

505. Therefore acc.ording to your ideas the interests of public should 
give way to the interests of the indigenous hanks?—No. At present as 
you know the indigenous banks have to pay higher rates of interest 
for the deposits that they have to take from the public. Till such 
time that the rates of interest on deposits are practically the same and 
the indigenous banks are working on tho same lines as exchange bSinks, 
the indigenous banks must suffer. 

606. That practically brings me back to my point. ,You are simply 
looldng at the problem from the point of view of indigenous banks, and if 
I may say so, without due regard to the interests of the general public?— 
The interests of the general public in the long run are with indigenous 
banks, as it is throughout the world. 

507. You say exchange banks dictate their own terms to Indian 
merchants dealing with foreign countries. It is, on the other hand, sug¬ 
gested that the competition among the exchange banks is so severe that 
the rates have been cut down to the advantage cif the merchants. Have 
you anv specific instances to support your statement?—That does not 
refer to the rates at "all because they are right in saying that the ratra 
have been cut down to the advantage of merchants. There are certain, 
restrictions, for instance in payment of bills for collection, the merchant 
is not allowed to tender drafts of any other bank except the bank through 
which the draft is presented. So ho loses the advantage of the rate which 
ha would get from any other bank, say Central Bank. If we were quoting 
lower rates, our drafts will not be accepted by the exchange banks for bills 
for collection. About two years ago they passed a resolution that no 
partial deliveries will be given against bills. 

508. In the case of Indian merchants if the exchange banks’ terms 
are onerous, should not there be a tendency on the part of these merchants 
to divert a considerable portion of their business to an Indian bank like 
yours which has been doing foreign bills business?—We have not got our 
own branch in London or in other parts of Europe and we have to_ pay 
charges to our agents. And so it sometimes costs them more to do business 
through us. I'here is no course left open, to the public or to the merchants 
but to submit to the rulings of the exchange banks. 

509. The real answer is that you have not got any branch in London?— 
Yes. 
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510. have you not started a branch iu London, it there is so much 
money in it?—There is no question of money. In a separate memo¬ 
randum, I have already stated the difiF.culties of an Indian bank to start 
a branch m London. 

511. I thought you said it costs something like Es. 60,odb?—^It is not 
only the cost. Without the co-operation of the exchange banks, no Indian 
bank can do exchange business. 

512. In your memorandum to the Bombay Committee, you said 
that restrictions should be imposed on the borrowing powers of the exchange 
banks?—I'he exchange banks have got the first footing in India and neces¬ 
sarily have attracted deposits since many years. As no figures of indivi¬ 
dual companies are published, I am not in a position to state what amount 
of deposits the National Bank or the Chartered Bank have got in India. 
So f^r as I know, I think the Central Bank hag more deposits than any 
of the individual exchange banks in India. Therefore it cannot be said 
that there is want of confidence in an Indian bank. It is only other con¬ 
siderations that we have to take into account. 

513. Could .■^ou say what these other considerations are? Because I 
think a little while ago you said that these exchange banks pay a lower 
rate of interest?—Yes, at present the rates of deposits are lower with 
exchange banks th.«in Indian banks. Indian banks have to pay higher 
rates because deposits that are already with the exchange banks cannot 
be diverted to the Indian banks unless a little higher rate is offered. 
Naturally the tendency of the public is to lock to everything from London 
and Europe with confidence. It is fci such reasons that the exchange 
banks have been able to get about 63 crores of deposits. As I have said 
in my memorandum you have to take into account different considera¬ 
tions. The idea thai the exchange banks get deposits only because people- 
have more confidence in them, and have no confidence in Indian banks is 
not correct. 

514. I was ti-ying to find out what were your reasons for saying that 
restrictions should be imposed on the borrowing powers of the exchange 
banks?—They should not be allowed to borrow money in India for use 
outside India. 

515. You do not make that point clear. You have simply made a 
statement in your memorandum that restrictions are to be imposed on 
the borrowing powers of exchange banks. 

516. Dt. Hyder: On the investment of deposits?—On the moneys 
that they take from the public as deposits. 

517. Chairman: You said that that was not your intention. You 
wanted restrictions to be imposed on their invesimg the money which 
thsy take from the public in India in business outside India?—^Yes, thia 
would naturally follow. If they are i rohibited from using Indian money 
outside India, naturally they will have to borrow less in India than they 
do now. 

518. Mr. Manu Subedar: Is it true that they cannot employ all the 
money which they have in India at present?—I think so. 

519. They have to go outside India for finding remunerative employ¬ 
ment ^ —Yes, sometimes. 

520. And they borrow in India at cheap rates and employ it outside J — 
No. It is not a question of rates, as at times it is not profitable to do 
80 . 
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521. Mr. Buckley: From your personal experience, when you were in 
the service of an exchange bank, you were undoubtedly aware that -there 
are seasons in the year in India when the exchange banks are running very 
heavy overdrafts in London. In other words they are borrowing money 
from foreign countries in order to finance foreign trade in India?—That is 

BO. 


522. There may be, however, slack seasons when money does accumu¬ 
late at Home, that money is eventually brought out in the busy season 
and not only is that money brought out but also very large amounts are 
borrowed from foreign countries?—^Yes. 

523. Chairman: It really comes to this; you want restrictions to be 
imposed on the present facilities of the exchange banks for receiving depo¬ 
sits. That is what it comes to?—^Yes. 

524. Have you any grounds for assuming that if the exchange banks 
are prohibited from taking deposits to the extent they do now, the depo¬ 
sits will all go to the Indian joint sto>ik banks’’ Is it not purely a ques- 
,tion of confidence ?~Part of the excess might go to the Indian joint stock 
banks. If the exchange banks refuse to take deposits after a certain 
limit, it must naturally go to the banks or for buying gilt-edged securities. 

525. It all depends upon the confidence of the investor?—Yes. 

626. That is the prime consideration?—Of course. 

527. You say that the interests of exchange banks are protected by 
the restriction imposed by the Imperial Bank Act on the foreign exchange 
business of that Bank and you complain that similar steps have not been 
taken to safeguard the interests of the indigenous banks. It has been 
suggested that the restrictions on the Imperial Ban!: in regard to foreign 
exchange business are due to the fact that the Imperial Bank has been 
placed in charge of enormous balances of Government and for their safety 
it is necessary to restrict the activity of the Imperial Bank in a field 
which involves much risk. Have you anything to say in regard to this 
point of view?—I do not think the exchange business is in any way more 
risky th.m the regular business that the Imperial Bank does. Besides it 
is more liquid. 

528. You therefore like to see that restriction removed even when the 
Imperial Bank is handling the balances of Government?—Yes. 

529. Do not other restrictions regarding the nature of business that the 
Imparial Bank can transact leave an exclusive field for joint stock banks 
in regard to advances?—^No, because the Imperial Bank so far as they 
could get two signatures would receive any kind of securities as collar 
iteral. 

530. But should a joint stock bank also require two signatures with 
collateral securities?—The joint stock bank requires one signature, but the 
Imperial Bank, according to their Act, require two signatures. So they 
would act on that and the other securities will be teiken only as colla¬ 
teral. 

631. Mr. Khaitan: You mean that the Imperial Bank by getting two 
signatures can transact any kind of business that they like and practically 
the provisions of the Statute are thereby nullified?—Yes. 

532. Sir Purshotamdas Thakurdas: Do I understand that is the usual 
method? That is the exception rather than the rule. Are you dealing 
with the exception in your inference?—^Yes. 
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533. What percentage of business you think is of that nature?— About 
ten per cent. 

534. That is the highest you can think of?—Yes. 

535. W'ould you base your evidence on such exceptional cases?— 
Examples that are in my knowledge make me understand that this clas! 
of business is being entertained. 

536. I am not challenging your inforniaticn. I am only trying to 
understa.id and make clear to the Committee what you are saying?—^In 
the bulk of their business the Imperial Bank keep to their Charter. 

537. Your 10 per cent, is what you suppose may' be the maximum?— 
Yes. 

538. Chairman: You s.-iy that there should be independent Eeserve 
Back ofTiccs and that the other banks should place their reserves with the 
local Eeservo Bank branch. Will this not militate against economy of 
reserves'?—There is some misapprehension about these Beserve Bank offices. 
These branches are only part and parcel of one Reserve Bank. So far as 
management of individual branches is concerned, they may not be refer¬ 
ring matteis to the head office, but so for as policy of the reserves is 
concerned, they are only part and parcel of one. 

639. Unfortunately you do not make ti:at clear at the end of the second 
paragraph of your document. There you say the only difference is that 
the latter unlike the branches would be invested with note-issue powers? 
—Yes. 

640. You say that one reason for having those independent branches 
is to give the people of each district an opportunity of subscribing to the 
debenture capital of the Reserve Bank. Will you kindly tell the Com¬ 
mittee what advantage you expect from giving such an opportunity, seeing 
that no powers of choosing the directorate are to be conferred on such 
debenture holders in your scheme of directorate?—Here also the branches 
are not to be eslabiished because debentures are to be distributed in the 
districts. The br.mches are to be established in order to carry out the 
business of those provinces and from the branches the debentures may be 
distributed. It is not for distributing debentures that branches are estab¬ 
lished. 

541. You would qualify that statement to this extent?—Yes. 

542. Another of your reasons for having independent branches of the 
Reserve Bank is to have a bosird of directors comprising of local mem¬ 
bers able fuUy to provide for the requirements of the locality. Can this 
not be secured even with a single Reserve Bank with a directorate consti¬ 
tuted so as to represent the interests of the whole of India instead of only 
a few' selected centres, and by the addition of local advisory boards, if 
necessary, at places where the Reserve Bank has branches?—I think I 
have already explained what should be the qualification of the central 
board, and this qualification you can never expect from an ordinary joint 
stock bank director. The members of the board are wffioletime persons 
w'hereas the directors of joint stock companies meet once a week for an hour 
or so. 

643. Ycur view is that it is not possible to distribute among the prin¬ 
cipal centres of India people possessing the qualifications which you require 
for your directorsA number of these directors will be taken from the 
different parts of the country, but they should be persons who can devote 
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ir whole time and energy on the work of the Reserve Bank, if they 
appointed as regular members. Then only they will not have to look 
the ordinary management and ordinary business of the Reserve Bank 
to the policy from time to time, frame rules and attend to currency 
itters and such important questions. 

544. Will net directors in wholetime service lose touch with local condi- 
ns?—The local board will look to this. The same difficulty will arise 
.you keep your directorate in Bombay and they will not know the condi- 
)us in Calcutta except through letters. The same thing will hold good 

/hether you have the board at Bombay or Calcutta or at Delhi or at 
"Sunla. It would make no difference because somehow or other the cen¬ 
tral board has to be at one place. If it is kept moving, even then it 
would have to keep in touch with the different parts of the country. 

545. It practically comes to this th.at you apprehend your central 
board consisting of whole time men will not have that intimate touch with 
the local conditions as the local board suggested by you would have?—They 
will be in intimate touch with general conditions. The local board will 
be in touch with the business at different centrc;s. The directorate that 
I have suggested will have nothing to do with the local business, except' 
to see that everything is done according to prescribed rules and regula¬ 
tions. 

546. Mr. Manu Suhedar: You mean a board of full time experts?— 
Yes. 

547. You say that Government Treasury work could be greatly simplified 
by opening sub-branches of the Reserve Bank under the district branch of 
the Reserve Bank. Seeing that the Imperial Bank has already branches 
existing at a number of places capable of doing Government Treasury work, 
will you explain why you want the Reserve Bank to open branches at all 
places?—If there is a Reserve Bank, the Imperial Bank should work as 
other banks now work. The Imperial Bank should not be allowed to deal 
with Government moneys. 

548. Do you object to the Imperial Bank functioning as agents of the 
Reserve Bank transacting government business?—I think giving such work 
to the Imperial Bank would mean giving a certain amount of status to that 
Bank. 

549. You know that the Imperial Bank does not charge Government the 
cost of their staff. If the action you suggest is taken, it would mean a 
certain additional expenditure?—In that case the moneys which lie with the 
Imperial Bank without any interest will be employed by the Reserve Bank 
in discounting bills and they will be earning interest. 'Whatever expenses 
which are now saved will have been gained by thg employment of this 
money. The Imperial Bank do not pay these expenses out of their own 
pocket. 

550. Sir Purshotarndas Thakurdas: In fact, you suggest that the 
Reserve Bank should do the w^ork free of charge as is now done by the 
Imperial Bank?—Yes. 

551. Chairman: You say that the central board of the Reserve Bank 
should be at Bombay, Delhi or Simla. Do you think Delhi or Simla a 
suitable place for the headquarters of the central body whicK has got to be 
in constant touch with the money market?—I have already explained that 
the central board—whether it is at Bombay, Calcutta, Delhi or Simla—^has 
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to look after the general policy and the broad currency questions. The Ic 
board at each place will be in touch with the market. 

552. You say “The central board should remain in touch with 
market conditions of the country.” How can they remain in touch w 
the market?—They will be in touch with the market conditions, becav 
they will be getting daily reports from their own branches. 

553. My point is that they will not have a direct touch with the mark 
Is it not?—That is not possible. How can they remain in touch with ti 
market at each and every place? It is impossible. 

554. We know that Bombay and Calcutta are really two business centres 
in India. What do you suggest in that case?—The Board cannot be at 
both centres. They will have to get a report from either of the two centres. 

555. Therefore, do you suggest that whatever touch the central board 
can maintain will be with the local boards?—^Yes. 

556. Sir Purahotamdas Thakurdaa: Your suggestion is that the central 
board cannot be at both the places?—^Yes. I would suggest Bombay. 

657. Chairman: Why have you suggested Delhi end Simla also witb 
Bombay and Calcutta?—I think for the sake of convenience of Government, 
naturally for the first few years the directorate would like to be in greater 
touch with the Finance Member and the Government Departnptent. 

558. Chairman: Do you mean to say that it should be near the head¬ 
quarters of Government?—^Yes. Just in the beginning. 

659. Sir Purahotamdaa Thakurdaa: Do you call it financial Swaraj or 
financial self-government?—If the powers are given to the central board" 
as under my scheme, necessarily it will be self-government in finance. 

560, Mr. Manu Subedar: Do you think that some of the full tinote experts 
will be at all centres?—^No, at one centre. 

661. Chairman: You say that a big capital of Es. 10 crores, of which- 
Es. 5 crores will be required to start with is necessary in order to enable 
the Eeserve Bank to gain control of the finance market. What is your 
answer to the critic who says that the debenture capital will be nothing 
when compared with the other capital in the hands of the Eeserve Bank, 
viz., the balances of Government, the currency reserves, and the bank 
reserves, and that therefore no big capital is really required for the bank 
except what is necessary in order to provide against losses during the first 
few years, before the reserve fund is built up?—I think the least capital 
required is Es. 5 crores. That capital is required because in the first place 
it gives confidence to the depositors and note holders. The public would 
not willingly entrust its money to, and accept the promises to pay of, a 
newdy established bank that had not sufi&cient resources behind it. The 
capital provides a fund on which, in the event of losses on its operations, 
the Bank may draw towards meeting the claims of its creditors. 

562. Chairman: Front that point of view do you think that Es. 5 crores 
will be small?—It is still a small amount looking to the prestige of the 
Eeserve Bank. 

563. The critic says that the bank -will have several crores from other 
sources. What do you say to this?—True, but it cannot be called its 
capital. It will not be Bank’s own money. Es. 5 crores only will be the- 
capital of the Bank. 

564. Do you say that capital will be raised by debentures?—^Yes. 
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565. You say that the debenture capital of the bank should be allotted 
the highest bidders. Is there not a danger of the capital being, as a 
iu]t, held by a few capitalists instead of being widely distributed amongst 
3 public?—Capital is to be distributed in different centred. Supposing 
^re is a fear of its being held by capitalists, it can be easily protected by 
'ing a certain figure to each individual applicant. That is to say, no 
'plicant should be granted more than Rs. 10,000 or Es. 20,000. 

566. You like to limit the amount of capital allotted to any individual?— 
es. 

567. You suggest that a full report on the operations of the Reserve 
Rank and its branches should be submitted to the Legislative Assembly and 
the Council of State. Will you explain more fully the object tmderlying 
this suggestion? Is there any precedent for this suggestion in the working 
of any of the Central Banks of the world?—There are many such instances. 
If you refer to pages 159, 194, 213, 225, 248 and 285 of the book called 
■“Central Banks” by C. H. Kisch, you will find the precedents there in 
some form or another. All the Reserve Banks have not the same way of 
reporting to their Legislative Councils. It will be practically in the same 
form as the Currency Report now published with perhaps further details 
about discount policy, etc. The form of the Reserve Bank’s annual report 
to the Senate may be adopted. 

568. Mr. Manu Svbedar: Will the report which you now suggest should 
be submitted by the Reserve Bank deal with only credit or also with the 
currency?—With the general policy and currency, etc. 

569. Chairman: I think you refer to the report of the Controller of the 
Currency?—Yes. The report will be made on similar lines. Even in 
Australia, a half-yearly balance sheet is submitted by the Board of the 
Commonwealth Bank to Auditor-General, who transmits it with his report 
to the Treasurer and also to both the Houses of Parliament. 

570. Chairman: But it is not a Reserve Bank?—^Yes, it is. 

571. Mr. Manu Subedar: That is a Central Bank. Is it not?—^Yes. 

572. Chairman: It is stated “Half-yearly balance sheet shall be sub¬ 
mitted by Board to Auditor-General who will transmit it with report to both 
the Houses of Parliament.” It means that the report is made available 
and it is not that the report is actually made. That is a report which the 
Auditor-General makes available for the Houses of Parliament?—^I do not 
know whether it is actually made or is made available or is open to discus¬ 
sion. It is further stated “An annual report must be submitted to the 
Superintendent of Banking containing such information as he may require 
in conformity with law for publication within three months of the end of 
the fiscal year.” 

573. Chairman: You will mark that the report is submitted to the Super¬ 
intendent of Banking and not to the legislatures. My point is this. Do 
you really want that the report should be submitted to the le^slature?— 
Yes. In America it is done. By the Federal Reserve system, the report 
is made to the Senate. 

574. Sir Purshotamdas Thakurdas ; The report is made to the Smate 
for their information. But do you propose that a report should De made 
even to the shareholders?—There is no shareholders’ Bank under the 
Reserve Bank system suggested by me. 

575. Under your scheme it is. Is it not?—^No. 
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676. You say that there should be a capital of Bs. 10 crores for a Bar 
What do you mean by that?—Those are debenture holders and not shai 
holders. Debenture holders have no voice. 

677. If it is guaranteed by Government, they will be able to deal w. 
the executive whenever they want?—The Government have no control 
the management. So, the report has to be made to Government only 
criticise the policy of the Bank. 

678. Supposing there are such matters as are dangerous either to t’ 
shareholders or the debenture holders, what will you do?—It is ontirel 
m the hands of that House. 

679. But what will they do?—They will criticise the policy, not the 
business and will pass a resolution to that effect. 

580. Will that be binding on the central board?—Of course, it will be 
binding on them. 

681. This is a question of the Beserve Bank and if the House passes 
a resolution, it wiU be binding on the House and not on the Beserve Bank?— 
I have not thought over this matter, as it has been just raised. 

582. Do you think it is essential that the resolution of the House should 
be binding on the Bank?—^I shall have to think about it and shall let you 
know about it later on. 

688. Chairman: If you will kindly supply us with the references of the 
American system, we shall be much obliged—I have not got them here. 
I shall send you along with the report for your information. 

I know that the report is made by them to their Houses. How far 
they make suggestions I am not in a position to say. I will let you know 
later on. 

685. You say that only public joint stock companies established in India. 
with the aim of carrying on legitimate bahking business should be allowed to 
make use of the word ‘bank’. Could you kindly tell us what you mean 
precisely by legitimate banking business'?—By legitimate banking business I 
mean opening of accounts and issuing of cheques. 

586. Only these two?—These arc the essential things. 

587. Will there be only two or more?—Also borrowing and lending. 

588. Will you rule out what is culled at present “agency” work for 
clients?—^I would allow only such companies to put the word ‘bank’ againsTi 
their name as would open current accounts, issue cheques and do borrow¬ 
ing and lending business. 

589. Mr. Manu Subedar: Would you rule out the financing houses'?— 
Yes. 

590. Chairman: If a bank does some subsidiary work, will you take it 
out from your definition of the word ‘bank’?—Do you mean trading? 

591. Not trading.W e were told on Saturday that certain banks do- 
business in bnying shares, etc. Will you call such institutions banks?—^It- 
is a part of the Bank’s business. So far as the concerns are making use 
of cheques and keeping accounts, they may be called a ‘bank’. 

592. If their business is not restricted to trading alone, but if they carry 
on trading in addition to issue of cheques, etc., would you still suggest that- 
the word ‘bank’ should be used'?—^Yes, if they are a joint stock company. 
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593. I take it that indigenous bankers also come under the definition of 
bank’ so long as they issue cheques, etc. Is it not?—Yes, if they issue 

cheques and open accoimts. 

594. In addition to this, can they do trading business?—There is a 
great harm in allowing banks to do trading business. It is not in the 
interests of the depositors. 

595. Mr. Khaitan: You have restricted your definition of ‘bank’ in the 
case of joint stock company. That means it would exclude indigenous 
bankers who have not got themfselves registered under the Act. Is it not?— 
pTes. 

596 Chairman : A suggestion was made on Saturday that we rrtay leave 
it to the Eeserve Bank, when it comes into existence, to lay down condi¬ 
tions as to the registration of banks before they are allowed to do business. 
The same thing was said in one of the Provincial Banking Enquiry Com¬ 
mittees’ report. Is that so?—^Yes. 

597 Mr. Manu Subedar-. Would you allow a bank to trade in stocks- 
and shares beyond legitimate investment? Suppose banks habitually indulge 
in buying stocks and shares and selling them, would you consider it desir¬ 
able?—It is not desirable. 

598. Sir Purshotamdaa Thahurdaa : Will not that be a handicap?—What 
I mean to say is that it depends on the class of business that a promoter 
of a bank would like to do. For instance, one would be taking a bit of risk 
in the business of shares. 

599. What do you think should be the main restrictions for a bank? Do 
you think that speculation should be prohibited?—Banks do business in 
speculation to some extent. They do forward business in exchange, silver, 
etc., and this cannot be prohibited. I cannot say where we can draw a 
line. A good deal of consideration is required; in other parts, the business 
of banking is not actually the same as in India. In Germany the bank’s 
business in shares is taken as legitimate whereas in London it may not be 
so considered. 

600. Taking the present conditions of India what do you think?—It is- 
desirable that no kind of trading should be done by banks. 

601. Chairman: You may say that in order to regulate the development 
of joint stock banks on sound lines it should be laid down that no bank 
should begin work unless 25 per cent, of its subscribed capital is paid up. If 
your object is to get some substantial initial capital to give the bank suffi¬ 
cient strength, will it not be preferable to provide for a minimum amount 
of paid up capital, e.g., Es. 1 lakh or Es. 2 lakhs?—Yes. 

602. Will that be in addition to the conditions mentioned by you?—Yes 

603. Y'ou say that there should be no Government examiners to examine 
a bank’s accounts but that there should be auditors chosen from licensed or 
certified firms and that the latter should have access to the banks at all 
times. If there should be no Government examiners, am I correct in 
assuming that you will leave the selection of the auditors to the shareholders 
from a list of auditors licensed by Government?—Yes. 

604. You express the view that it is not desirable that bank accounts 
should be examined by special Government examiners. Would you favour 
the inauguration of a system of audit and scrutiny by an agency created by 
the Eeserve Bank on the same lines as the audit and scrutinising agency 
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working in the United States of America under the Heserve Bank system?— 
Yes. 

605. Do you think that trouble about runs caused by mischievous and 
ill-founded rumours would be considerably prevented by the fact that the 
banks have authoritative certificates given by impartial auditors working 
under the Eeserve Bank?—Yes. 

606. You say that during the first three or five years of the bank’s exis¬ 
tence, its total advances against immovable properties should not exceed 
its paid up capital. What would be your recommendation in regard to in¬ 
vestments against immovable property after the initial period ?—There should 
be no restrictions at all. The bank will come to know, with their experience 
of five or seven years. The matter should be left to the discretion of the 
board. 

607. Mr. Manu Suhedar : Would you not be against the investment 
in properties beyond the Bank’s own premises?—Most banks have invest¬ 
ments in their own properties. 

608. Chairman: You suggest that joint stock banks in India should issue 
monthly statements of their assets and liabilities in a simplified form. Will 
you let the committee have a suitable form for such a statement?—On 
similar lines as the Imperial Bank’s statements. 

609. You suggest concerted action by banks in two directions, in insist¬ 
ing on balance sheets from" clients, and regulating the opening and closing 
hours of banks. Do you think there are any other directions in which con¬ 
certed action will be to the advantage of banking in the country?—Yes, 
specially in the question of advances concerted action should be taken by 
the banks as to the minimum and maximum rates of interest and also the 
question of other charges. 

610. Mr. Khaitan: What do you mean by “other charges’’?—^In the 
mofussil and other places there are godown charges, insurance charges, etc. 
If there is a uniform rate fixed by the bank, it may help the banks concerned. 

611. Chairman: In connection with determining the credit of bank’s 
clients, it has been pointed out that an organised agency exists in England 
which has been formed under the ar-gis of the big banks and which compiles 
information about the credit position of traders and merchants and supplies 
it to banks on payment of an annual subscription. What are your views 
about the feasibility of such a scheme in India?—It will be most important, 
because here we find that the private firms do not give their balance sheets 
to the banks. 

612. It has also been suggested that losses to banks can be minimised if 
a central institution like the Eeserve Bank could be privately supplied by 
each bank of information about the borrowings of its customers so that the 
Eeserve Bank may watch and warn the banks of any risks in lending to 
overborrowed clients. Will you tell us from your experience if such a pro¬ 
posal commends itself to you?—The difficulty is that it will depend upon 
the class of men who may be at the head of such a department. For 
instance, if the officers of the banks are not Indians, they will not know 
the position of merchants and they will have to depend upon their Indian 
clerks or Indian assistants. If they are really qualified men, of course they 
will be able to justify their appointments. So, it will depend upon what 
class of people you entrust this work to. 

613. You may assume that a Reserve Bank on the lines suggested by 
you is started; then would such a suggestion commend itelf to you?— 
Yes. 
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614. Chairman: You say that if necessary protection is not afforded to 
joint stock banks, in course of time banking interests of the country are 
hound to suffer One of the measures suggested by you is to prohibit the 
opening of fresh branches of the Imperial Bank of India at places which, in 
the opinion of Government, have been adequately supplied by banking 
facilities by the existing joint stock banks. Will you kindly indicate by 
what standard Government should judge the adequacy of banking facilities 
at any place?—Firstly, from the population of the place; and secondly the 
commercial status of the locality. The Government will be in a position 
to ask the existing banks to put the figures of the business that they have 
been doing, and further the Government will be able to judge whether any 
more banks wiU be able to work vdthout any disadvantage to the existing 
banks. 

615. Perhaps the work which you are now contemplating will be done 
more properly later on by the Eeserve Bank if it comes into existence.— 
Yes. 

616. Mr. Khaitan : You gave two methods first to judge the adequacy 
of banking facilities in a particular place; now you have added a third.—^Yes. 

617. Chairman: You refer in your nremorandum to the Bombay Com¬ 
mittee to the necessity of protecting banks against litigious shareholders. 
It has been suggested that sometimes a bank’s credit is sought to be 
dam'aged by a bear raid on the stock exchange and that this should be 
checked by insistence on the seller of every bank’s shares giving the actual 
numbers of shares at the time he sells them. Have you anything to say on 
this suggestion?—In 1924 I had drawn attention to the Leeman’s Act just 
to show what different countries had done to safeguard their own banks. 
In 1878 to safeguard the credit of indigenous banks in England and to 
due protection to them against credit wreckers on the London Stock Ex¬ 
change, Government passed an act knovm as “Leeman’s Act”. Under this 
Act the broker who offered bank’s shares for sale must have the shares on 
hand before he could do so. He must give the name of the seller or the 
numbers of shares to be sold. He cannot execute unlimited bear operations 
in the shares of any bank he may select for attack, and thus place its credit 
at his mercy. The Leeman’s Act was designed by the Legislature to pro¬ 
tect solvent banks against such forms of attacks on the Stock Exchange by 
their enemies as nright bring at times even the strongest bank into a position 
of embarrassment. Indigenous banking in India is in its infancy, it is just 
on its legs, and so naturally deserves prompt attention against its enemies 
from Government by legislation as early as possible. Will the Indian 
Government step forward in time, as the British Government did in the 
past, for the protection of its indigenous banks? I have today referred to 
the Leeman’s Act simply to show how different nations of the world and 
their Governments protect their indigenous banking and run to its assistance 
in hours of need when attacked by its enemies. In every country indigenous 
banking is considered as the greatest vital power and the most important 
factor for the advancement and prosperity of its trade and industries. It 
is only in poor India that indigenous banking is allowed by the Government 
+0 live or die at the mercy of its enemies and no protection is given for its 
healthy growth as has been done in all the civilised countries of the world. 
Some meastires shmdd be taken bv the Government in order to pro¬ 
tect their banking institutions. Now, for instance, before the Leeman’s 
Act came into force in 1878, it was common practice for certain speealators 
or enemies of banks to go on the share market, to sell their securities 
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and thus cause embarrassment to the banks. This Act was introduced bj^ 
the Government at that time to stop this practice. Measures should be 
taken by which protection is given to indigenous banks. 

618. Arn 1 to understand from yoi'.r answer that this danger does not 
exist at present?—Not to any great extent. 

619. Therefore you do not advocate any action to be taken .now?—^If 
any action to protect indigenous banks from their enemies is to be taken, 
this might be kept in view. 

620. My point is that the risk does not exist in India at the present 
moment to any appreciable extent?—But it should be provided for. 

621. You refer to a system of district joint stock banlis formed with 
at least one-fourth of their capital subscribed by the city joint stock banks. 
If the district joint stock banka would be more popular with the public 
than branches of city banks, can you explain why this plan has not hitherto 
been tried, say, by your bank?-—We have not opened any branches for the 
last 5 or 6 years, except possibly one. But we have already got plans to 
work on this line. 

622. You say that warehouses should be opened to provide storage faci¬ 
lities. Will you explain how you propose the funds for capital expenditure 
on such warehouses should be found?—This should be by private enterprise, 
or the Government should undertake it. I do not think the banks will be 
able to do much in this line. 

623. What is the reason?—^Because most of the exchange banks will not 
be much interested in outside principal cities. 

624. What about the Indian banks?—^Indian banks are so few in number; 
and I do not think they would bo able to do much in the way of contributing 
the capital. 

625. Mr. Manu Subedar: Whatever the letting charges are, you recover 
them from your clients?—Yes, but here it is a question of initial capital. 

626. Chairman: Under your scheme of district joint stock banks, why 
should you not start one or two warehouses in certain important localities?— 
It has not so far been considered. 

627. But prima facie you would not consider it wrong in principle?— 
No. Some banks have, I think, godowns of their own. 

628. Subject to financial conditions of banks, I think you agree that ware¬ 
houses should be started wherever possible?—^Yes. But it must be made 
clear that warehouses do not simply mean godowns for the use cf the 
banks; they should be in charge of responsible parties on whose certificates 
the bank will depend. It means that a private company will be in charge 
of these warehouses. They will be responsible for the goods that have 
been placed in the warehouses and then on their receipt and delivery orders 
the bank will act. We feel that more capital is necessary, but it should 
be provided by private enterprise. I do not think that hanks would 
provide it. 

629. But it will help the business of the banks. Cannot therefore the 
banks be expected to finance these enterprises?—It all depends on the 
interest they have at different places warranting the investment of capital. 

630. So you mean to say that they will not open warehouses unless 
they are satisfied that they will get any business?—That is the position. 
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631. But if some local individual wanted to establish a warehouse on the 
fines which you contemplate, would your bank be prepared to consider favour¬ 
ably the question of providing finance?—^Yes. 

632. Mr. Manu Subedar : Even if the bulk of the merchants of that place 
were not your constituents? For instance in places where the Japanese 
merchants were handling business, would it be necessary for the Indian banka 
to provide capital?—No. 

633. Chairman : It has been suggested that all the lianks in a locality 
should join together and maintain a central independent warehouse. Have 
you anything to say on this suggestion?—I do not expect they will. 

6.34. A suggestion has been made that Eailways might keep warehouses? 
--That is a good suggestion in as much as the resjionsibility and the safety 
of the bank will be ensured. 

635. It has been pointed out that the varieties of crops in India make 
grading difficult and render the working of warehouses not very easy or 
economical. Have you considered this question at all?—I have not con¬ 
sidered this question at all. 

636. One of the reasons you give in support of your proposal that 
foreign banks should be allowed to do business only after obtaining a 
license is that it is necessary in the interests of the safety of depositors. 
Can you give the Committee any instance of a foreign bank failure in 
India and explain with reference to such an actual case how your pro¬ 
posed provisions for granting licenses would have helped the situation?— 
It is only sheer good luck that so far no weak bank has opened a branch 
in India. But there is nothing to prevent their coming in, opening a 
branch and taking deposits. But if a license is to be given, it should be 
done irrespective of whether a bank is big or small. 

637. If a weak foreign bank opened a branch in India, there might 
be some risk. The point is that there will be less risk in the case of 
a bigger bank than in the case of a smaller one?—It all depends on the 
nature of the business that is done. 

638. You say that first class indigenous banks of a certain standing 
should be made members of the Exchange Banks’ Association irrespective 
of the nature of their business. Is not the object of the Association to 
foster the business of the member banks and is not the nature of the 
business a relevant consideration?—Yes, so far as foreign exchange banks 
only are concerned. But my point is that we should have another associa¬ 
tion by which the indigenous banks may get an opportunity to come in 
closer contact with them. I do not complain if the foreign exchange banks 
do not make local banks members of their Association. 

639. Mr. Manu Subedar: If you were doing exchange business on a 
small scale, then you w'ould like to be a member?—Yes. So far T do not 
think any Indian bank has been made a member of that Association. 

640. Mr. Buckley: You do and have done a certain amount of exchange 
business. Have you ever applied?—We have not, just for the fear that 
we may not be entered. 

641. Mr. Buckley: Well, Mr. Pochkhanawala, I can assure you that 
you would be welcome. 



68 


642. Mr. Many. Suhedar: Then there is no validity in your complaint?— 
If v/e become members of the Association, we will be bound by their rules 
and regulations, and we shall have to change our hours. 

643. Mr. Buckley: It has been suggested that this Exchange Banks’ 
Association discriminates. That is not the case. It is for the benefit of 
the foreign exchange banks, to protect them. I have placed on the table 
for the i^ormation of this Committee a copy of the rules of the Associa¬ 
tion from which they will see that those rules are merely a matter of 
procedure for the benefit of everybody concerned. I will refer to that 
later on.—If banking hours are to be adhered to, we cannot be members 
of the Association, because they close an hour earlier than our banks. 
Therefore we cannot even attempt to become members of the Association. 
What I would suggest is that some Association should be formed in which 
indigenous banks may be given an opportunity of coming in contact with 
the other banka, j^s it is, we have no opportunity. 

644. Chairman: They have got an Association. Mr. Buckley says he 
would welcome your bank joining the Association as your bank does ex¬ 
change business. But you say that it will not be possible for your bank 
to join the Association because it is difficult for j'ou to conform to all 
the rules of the Association. That being the position, I do not understand 
how this can be made a condition precedent to the granting of a license?— 
They have an established Association already. Your point is that it should 
be made a condition precedent to the granting of a license that first class 
indigenous banks should be made members of that Association?—^Yes. 

645. But you have admitted that that is not a practical proposition?— 
So far as foreign exchange business is concerned. But the exchange 
banks are doing local business too. 

646. Has the Clearing Houses Association been formed by the foreign 
exchange banks?—Xo. The Clearing Houses Association has been formed 
by the Imperial Bank. What we feel is there is no Association established 
in which Indian banks can join and Indian banks cannot establish an 
association all alone. Officers of the Imperial and the Indian banks under 
European management have an opportunity to meet other European 
bankers in clubs and associations. But Indian bankers have no such oppor¬ 
tunity of meeting one another or of exchanging views with the English 
bankers. I suggest that some steps must be taken to provide for this, and 
I suggest that that step should be taken by the European banks because 
they are in a majority. 

647. You said that the Imperial Bank should form bankers’ Msooiations 
in the principal cities on the lines of the Exchange Banks’ Association?— 
If the Imperial Bank started the associations and the foreign banks did 
not join, then the purpose of the associations would not be served. They 
should join themselves or they should make the Indian banks join them. 

648. In all proposals for restrictions on foreign banks, how 
far does the principle of reciprocity weigh with you?—The foreign banks 
come here particularly to finance their own foreign trade. So there can 
be no principle of reciprocity in any way. They should be made to adhere 
to the rules and regulations of the Indian Government even if reciprocal 
restrictions were placed on Indian banks opening branches in their 
countries. 

649. Supposing in a foreign country branches of Indian banks are given 
facilities for doing banking business, would you not give similar facilities 
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in return to foreign banks doing business in India?—No. Every country has 
certain conditions placed on foreign banks. We must form our own rules 
and regulations and the foreign banks must adhere to them. 

660. In most countries, the principle of reciprocity is recognised. For 
instance, if Italy would give a French bank certain facilities, then France 
would consider it appropriate prima facie that the branch or branches of 
an Italian bank in France should be given similar facilities. That is the 
principle of reciprocity I am referring to?—Every country has got certain 
rules for foreign banks who desire to open branches. In the same way 
we want the foreign banks desirous of doing business in India to conform 
to our conditions before they commence business. 

651. But there may be certain limitations. Do you favour similar limi¬ 
tations in India?—Limitations according to our requirements. 

652. You say foreign exchange banks should accept policies of approved 
Indian insurance companies. Will you kindly explain the object of your 
suggestion? Who would “approve” of the companies?—I would only ask 
that the foreign exchange banks should be impartial to Indian insurance 
companies. 

653. Would you make the grant of license to the foreign banks subject 
to a condition that they should provide training facilities to Indians?—^Yes 
I would. At present there are no facilities given by the exchange banks. 

Would you also make it a condition for the foreign banks to em¬ 
ploy a certain percentage of their staff in India?—I think they are already 
doing so. In any case I would not lay down any hard or fast percentage. 

654. Mr, Khaitan: Is there no such condition in some ether countries? 
—It is like this: Certain higher posts are only meant for the officers of 
the place. For instance, in France you will not find any Englishman enjoy¬ 
ing a high position in French banks; so also in Italy. They have their own 
men occupying higher posts. 

So your recommendation is that certain higher posts should be ear¬ 
marked for the nationals of the country?—Yes. 

655. Chairman: You refer to the national institutions, do you not? I 
mean in France, the higher posts in French banks and not in foreign banks 
are held by ^he French?—^Yes. 

656. You say that advantage is taken of the defective law to impair 
the credit of th e Central Bank. Will you explain what defect in lew you 
are referring to?—It is a very important thing. At present according to 
the Indian Companies Act, any outsider can go to a police court and 
say that certain balance sheets of such and such a bank are false and thus 
take criminal proceedings against the directorate and the oifieers who may 
have signed the balance sheets. Even if ho fails in his object he has nothing 
to lose. The other party (the bank) has to meet all the costs of the suit 
in defending the same and their credit, at least for some time to come 
until the suit is decided, will be at stake; so far as the suit is against a 
joint stock industrial concern, the public are not much worried about the 
same, but so far as a banking company is concerned until the judgment 
is delivered their deposits are naturally affected. Just to quote our own 
example, the suits took more than 2 years to reach a finality with_ the 
result that the bank’s work was very much hampered and the depositors 
were put in a state of suspense. 
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657. Mr. Ramdas Pantulu: Are you aware that there is a provision in 
the Criminal Procedure Code which empowers the magistrate before whom 
a complaint is made to make confidential and preliminary enquiries and 
only proceed with the case if he is satisfied that there is a prima facie 
case against the accused?—I only want that the proceedings should not 
be conducted in open court and should not be published in the Press. 

658. Have you ever asked for that provision in the Criminal Procedure 
Code to be applied?— 

Mr. Mukhtar Singh: It is not for the accused to do so but it is for the 
court to decide whether he will make a preliminary enquiry or not. 

659. Mr. Manu Suhedar: At any rate, your experience has been to the 
contrary and that in practice confidential enquiries are never made?— 
think So. If there had been any possibility, our solicitors would have taken 
action in the matter. 

660. Mr. Bamdaa Pantulu: What kind of change in the law would you 
propose then?—^I suggest that before it is brought up before a trying 
magistrate, the Advocate General or the Registrar of Joint Stock Com¬ 
panies should make private and confidential enquiries into the allegations 
and if a prima facie case is made out, the complaint might go before a 
epurt of l^w. 

661. So you want to take away this power from the magistrate?— I 
have no objection to the complaint being enquired into by him in his 
chambers. 

662. Mr. Khaitan: I suppose, just as in the case of trustee suits, you 
want the opinion of the Advocate General to be taken in the matter before¬ 
hand?—Something on those lines might be done before a magistrate takes 
up the case. 

663. Mr. Ramdas Pantulu: Do you w-ant the Advocate General to deal 
with this matter in a judicial manner or an administrative manner?— I 
cannot give an opinion on that. 

664. At any rate, do you want both the parties to be present when he 
deals with the complaint?—^Yes. We only want that no publicity should 
be given about this affair until a prima facie case has been made out. 

665. Chairman : It might still give room for a certain amount of sus¬ 
picion?—^It might, but it will at least avoid publicity. 

666. Mr. Manu Suhedar: And you will further restrict the publication 
of the complaint unless and until a prima facie case has been made out 
and then too only along with the ^vritten statement of the accused answer¬ 
ing the complaint?—^Yes, that should be done. 

667. Mr. Davadhar: Are such complaints against joint stock companies 
very common?—The number of such complaints are increasing with the 
increase in the number of joint stock concerns. 

668. Dealing with the foreign exchange banks you say that there should 
be some control on these banks partly in the interest of the trading public 
and partly in the interest of the indigenous banks. As regards the trad¬ 
ing public you say that the foreign banks dictate their own terms to the 
Indian foreign trade. Will you kindly let the Committee know whether 
the facilities now provided are unduly costly, giving facts and figures to 
support your answer?—J think I have already answered the point when I 
dealt with partial deliveries and B. C. Drafts. I am afraid I cannot giye 
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facts and figures in regard to this, but I may say that these foreign ex¬ 
change banks are charging commission on the credits opened. 

669. Dr. Hyder: Am I right in saying that they do this without any 
discrimination between Indians and non-Indians?—I think there is no 
discrimination, but Mr. Buckley will be able to tell us what the exact 
position is. 

Mr. Buckley: Mr. Pochkhanawala, under the rules of the Exchange 
Banks' Association you know absolutely no discrimination is made in the 
matter. 

670. Mr. Menu Subedar: "Who fixes the daily exchange rate?—^The 
Exchange Banks’ Association does. 

071. Chairman: You refer to the part played by the Central Bank in 
subscribing to Government loans and suggest that exchange banks have 
probably not done equally well in the matter. May I know if I am right 
in thinking that banks investing their funds in Government loans are 
guided by various considerations such as liquidity of assets, needs of com¬ 
merce and trade, etc?—We were particularly approached by Government 
to subscribe to these loans. In the case of the Bombay Development Loan, 
the Governor of Bombay lield a meeting of bankers and all banks were 
requested to take up subscriptions and successive Finance Members of 
Government i.l-o made similar requests to subscribe in Government loans. 
We also inaugurated a scheme by which we requested our customers also 
to subscribe to the loans. 

672. T find from a perusal of your scheme which you inaugurated, no 
mention of any special request having been made to you?—All bankers 
and banks were approached. 

673. So, it was not a special request to you alone?—do not say that. 
We just helped the flotation of the loan. 

674. Dr. Hyder: May I ask you whether such things do enter into the 
banker’s minds, but on the contrary, is it not the rate of return on the 
investment and the security the main consideration?—Certainly. 

675. Chairman: That is what I tried to find out.—^We invested as much 
as we possibly could. 

676. You say that the Central Bank used to conduct till last year, 
classes of its own for the staff under a qualified lecturer to coach them up 
for banking examinations. Am I to understand that the practice has since 
been discontinued and if so, can you explain to the Committee why it is 
so?—It was discontinued because of two reasons, due to the policy of 
retrenchment and because the staff did not take much interest in it. 

677. Have you any system of taking probationers in your Bank?—We 
have not got a regular system, but we take up probationers and fix their 
salaries according to their merit. 

678. WThat sort of system do you follow in the selection of probationers? 
—Generally, we take up graduates. 

679. Dr. Hyder: By open competition or patronage?—We do not do it 
by open competition, but we go mostly by qualifications. 

680. You say that it is desirable to send young Indians after a good 
training in banks in India for a practical study of exchange and currency 
abroad, if it could be arranged by Government. Will you kindly explain 
whether you are referring to Indians already in banks’ services in India 
or to students who are newly trained for banking service?—Both. 
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681. 1 ir PuTshotamdas Thakurdas: Why do you say “if it could be 
arranged by Gcjvernment”—The exchange banks do not take any 
students for training from here. And then there is only the question of 
the other banks. And why should Government do it? Why not the other 
private banks do so?—Because private banks are not doing so, that is why 
I say Government should arrange to send Indians abroad for banking 
training and practice. 

682. Chairman: In the proposed ‘form F’ you suggest that investments 
should be at or under market rate. It has been suggested that prudent 
banking requires that the book value of holdings should not be inflated 
because of adventitious rise in market prices and that such rise should be 
allowed to increase the secret reserve of the bank. What are your views on 
this suggestion?—Investments are taken at or under market rates. 
Sometimes it happens that certain investments may appreciate or 
depreciate in value. So, in order to adjust them the appreciation in value 
of one investment is taken to cover up the depreciation in value of other 
investments. 

683. And so, do you mean to say that the adventitious appreciation in 
value of an investment in case where there is no depreciation in other 
investments, should be taken into account as profit?—Not unless the 
appreciation is of n permanent character. 

684. In the first instance, how do you determine whether the apprecia¬ 
tion is of a permanent character or not?—It can be considered so, if the 
rise had consistently remained as such for the pasc few years. The general 
market tendency is also a good indication. 

685. Supposing there is no depreciation and there is only appreciation 
would you still take the whole of the appreciated value as profit?—Not the 
whole amount, but only a small portion of the peitoanent appreciation 
could be taken as such. 

686. Knowing the position in regard to Government paper to-day, 
how could you say that it will stand at that level for some years to come ?— 
If the price had remained during the past few years as such, and if I con¬ 
sider that it will stand at such. Supposing the price had been standing 
at 60 and 65, I would perfectly be justified if I valued it at 50 or 55. 

687. In connection with the question of exhibition of bad and doubtful 
debts in the balance sheet in ‘ form F’, it has been suggested by one 
important association that the original reservation in that form as pres¬ 
cribed in the Indian Companies Act as applied to banks was perfect and 
that the present alteration is not an improvement but a definite slide- 
b^ck. Will you kindly let the Committee have your views on this point?— 
I do not agree with this view because, so far .as I am aware, it is not 
followed by any country in the world. 

688. It has been suggested that one of the very important lessons 
taught by the past history of India is the danger of intimate relationship 
between banks and companies in which bank’s directors were interested, 
and that the grant of loans to any company or companies in which a 
bank’s directors are directly interested for amounts exceeding a certain 
percentage of the paid-up capital of the bank should be definitely prohibited. 
Will you kindly let the Committee have your views on this sugsestion?— 
I am net opposed to lending money to directors against securities, and 
provided a certain proportion of the advance is fixed, I do not see any 
objection to it. 
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689. Dr. Hyder-. What securities have you in view?—Any marketable 
security, such as Jiouse property, shares, Government paper or any tangible 
security with which the bank will deal. 

690. You would not restrict it to Government securities?—Why should 
it be done? Any sort of security (provided it is sound) in which a bank 
would deal would do. If such business is deemed safe in the case of 
other customers, why should it be forbidden in the case of the directors, 
and why should such business go to another bank? 

691. Chairman : The only danger is that the secure position of the securi¬ 
ties may not be strictly checked and valued?—That would depend on the 
management. 

692. It has also been suggested that the directors should be required 
to certify that at no time during the period for which a balance sheet is 
drawn up, the law was infringed in regard to the above provision and 
that the auditor’s certificate should also include a statement to this effect. 
What are your view's on this suggestion?—I do not approve of this 
suggestion, as I am in favour of giving loans to directors. 

693. It has been suggested that the Indian Companies Act does not 
make it obligatory on banks to publish a statement of profit and loss 
account and that a provision for making such publication obligatory is 
required. What are your views on this suggestion?—I think the profit and 
loss account should be published. 

694. Do you want to make it obligatory on banks to do so?—^Yes, I 
would make the provision obligatory. Even though the law does not make 
it obligatory on banks to publish their profit and loss accounts, almost ah 
banks do so at present. 

695. It has been suggested that the auditors’ certificate at present 
provided for should be amplified and should include a certificate that the 
auditors have been satisfied that the assets have been truly and properly 
valued. Have you anything to say on this suggestion?—Before answering 
this question it is necessary to understand that assets consist of two 
parts, fixed assets and floating assets. Fixed assets are those such as 
plant and machinery, land, buildings, etc., and floating assets are those 
such as investments, book debts, stocks and shares, etc The floating 
assets are to be valued according to the market value and to the satisfaction 
of the auditors. To fix the market value of the fixed assets would be im¬ 
practicable and not advisable. As a rule some depreciation has to be 
provided from surplus profits from time to time. 

696. Dr. Hyder : Is it not the practice of banks in European countries 
to write off a portion of their fixed assets year after year?—We do the 
same. But they make plenty of profits and are able to %vrite off quickly. 
Banks in India find it very difficult at times to provide even dividend to 
shareholders. 

697. Chairman : You say "In the case of fixed assets, the value should 
be the initial value after allowing for annual depreciation’’. That is the 
rule. All the auditor has to see is that that rule is duly observed and 
the assets valued accordingly?—There tnay be some assets on which 5 per 
cent, depreciation may be necessary; on others 10 per cent, may be 
necessary^ 

698. You say in some cases there will be 5 per cent, and in others 
10 per cent, depreciation. But I only sa 3 ' that the assets should be 
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truly and properly valued?—Do you suggest that they should not he at 
market value ? 

699. I do not say that. 1 say they should be truly and properly 
valued. What do you say to this?-—When they are valued, that value 
will be the same as the one obtaining at the time of valuation. 

700. It may happen that you fix 1 per cent, for depreciation and the 
auditor may say ‘No’. Do you think it should be left to the discretion 
of the auditor?—If that is so, then one auditor may fix 2 per cent, and 
the other auditor may fix 5 per cent, and so on. 

701. So far as I know, it is, to some extent, done in London. That 
practice prevails among the chartered accountants by which they allow 
different rates of depreciation for different kinds of assets. I may be 
wrong, but I say from what I understand. I say that the auditors 
should grant a certificate that they were satisfied that the assets were 
truly and properly valued. What do you think?—Auditors do not give 
a certificate to this effect because fixed assets are taken at book values. 

702. Will you now tell me what are your suggestions on these views? 
—In the first instance, it would not be practicable to value fixed assets 
of joint stock companies every year. The floating ones are valued at 
market rates. That distinction should be made. 

703. Sir Purshotamdas Thakurdas: What do you consider “fixed and 
floating assets”?—^Fixed assets are plant and machinery, buildings, lands, 
etc. Floating assets are cash, securities, book debts, stock, etc. 

704. Is it applicable to the joint stock company or to the bank?— 
If it is a joint stock company, it will be applicable to them. In the 
case of banks, their fixed assets arc their own properties. 

705. Chairman: Our point is this. Can we make the auditors give 
a certificate in an explicit way?—It cannot be. 

706. Why not?—So far as I think it will only assist in the case of 
floating assets. Fixed assets in the case of banks will not be considerable. 

707. Mr. Khaitan: An auditor should satisfy himself about the suffi¬ 
ciency of the security held by a bank in regard to each and every client. 
Do you think it is possible for an auditor to verify it? I will give you 
an example. Suppose you have advanced money to 20 persons on their 
Calcutta properties. Would it be possible for the auditor or would it 
be practicable for him to value each of the properties and will he take 
the responsibility for saying that the properties on which the loans have 
been given are sufficient to justify the loans?—These will be under float¬ 
ing assets and the auditor will demand a certificate from the architects 
to satisfy himself for individual loans. 

708. Will he ask for a certificate from the architects from year to 
year or only once?—Not from year to year. If the auditor thinks that 
there is a change in the market value, he will ask for a certificate. 

709. Is it necessary to get a certificate from the architects and have it 
submitted to the auditors?—It is for the satisfaction of the auditors. If the 
auditors want a certificate, we have to give them. 

710. Now, I will give you another example. You give loans on the 
security of two signatories. How is the auditor going to find out the 
solvency, or position or standing of the parties to whom the loan has 
been given?—The auditor is supposed to know this. 



75 


711. Chairman: In regard to these various questions which Mr. 
Khaitan asked you, I will ask you this. How do the directors assure 
dhemselves without the assets being properly valued?—It is like this. So 
far as the directors of other banks are concerned, I do not know. 
But the practice of our bank is this. Whenever there is a proposition 
against any securities, the securities are valued at market value. If 
they are immoveable properties, we get a certificate from the architects 
and we fix a margin on such security. 

712. Is it every year?—^No, the certificate of the architects is sent for 
when there is an application. They send it only at the time of the grant 
of loans. If the loan is renewed after two or three years and if the 
same proposition comes up before the directors, in that case they, also 
send for a certificate. If there is any change in the market value of the 
property, a fresh valuation report is caused to be made. 

713. At the time of the renewal they send the certificate. Is it left 
to the discretion of the directors?—If the auditors are not satisfied with 
the architect’s report issued two years before, then at their request we 
get another report from the architects. 

714. Then it amounts to this. If the auditors desire, they may in¬ 
sist upon such a certificate even every year?—Yes, but it will be very 
costly for the clients. Because the clients have to pay the cost of the 
certificates. 

715. Can it not be a safegaiard for the depositors’ money?—I do not 
think so. You may say so about securities, but what about the clean 
advances ? 

716. Now, my second point is about having auditors at each branch. 
What do you say to this question?—So far as our bank is concerned, wo 
have got an auditor at each branch. Most of the branches have separ¬ 
ate auditors. Their reports are sent to the head of&ce. 

717. My point is that there should be an audit simultaneously. Do 
you agree?—It is not possible. Head OfBce audit takes about a month 
whereas the audit of a branch may take only five or fifteen days. 

718. You can arrange to have the accounts audited at a certain date, 
say 31st of March or so?—In that case, it would not be possible to get all 
the securities checked on a certain date. 

719. Will it not prevent an entry being transferred from head ofi5ce 
to the branch office?—I do not think so. 

720. Mr. Khaitan: Will it not be possible to close the accounts of the 
head office and the branch office on a particular date, say on the 30th 
of June?—The accounts are closed on the 30th of June but we are dis¬ 
cussing their audit. 

Lola Harkishan Lai: I do not think the accounts can be audited on 
a particular day. Suppose there are 160 branches, then the bank will 
require the services of 160 auditors for carrying out this work. 

721. Chairman: It has been suggested that banks should be prohi¬ 
bited by law from granting loans to their auditors with or without secu¬ 
rity. Would you as a banker give a loan to your own auditors? Aw 
you aware of cases of advances made by a bank to its auditors?—Per¬ 
sonally I do not see any reason why the auditors or directors should 
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not be granted loans against proper securities. If they give approved 
securities, they should be given loans. They should be treated as ordi¬ 
nary clients. I would certainly object to clean loans to auditors. 

722. Therefore, I take it that in your Bank this practice of granting 
loans to auditors obtains. Is it not?—Xo. Our auditors do not owe us a 
single rupee on personal security. 

723. You see nothing wrong in granting loans to auditors?—No. 
There is nothing wrong in granting loans against good securities. 

724. It has been suggested that there should be legislation providing 
that no auditor or firm of auditors shall remain in office for more than 
two • consecutive years so as to inspire greater confidence in the bank. 
What are your views on this subject?—I do not think such a practice 
is obtaining anywhere that I know of. If the auditors are changed every 
two years, new auditors will come who may not know the internal working 
of the bank. 

725. Dt. Hyder: In Canada there is not only a practice but there is a 
statutory provision?—I have not heard about it. 

726. Lala Harlcishan Lai: Here the law is different. The law says 
that a new auditor is to be appointed, if the old auditor declines his re¬ 
appointment. 

Chairman: The object of my question is this. It has been suggested 
that in India a law should be made that no auditor shall remain in office 
for more than two consecutive years. I want to know what Mr. Poch- 
khanawala’s views are?—I do not think this suggestion is in the interest 
of the company. 

727. Do you suggest that it will not be in the interest of the bank?—I 
say it may be in the interest of the bank but not in the interest of the 
bank’s clients, because when we go on changing auditors, the names of 
the clients and their credits would bo made public. They will not re¬ 
main secret. 

728. With a view to promoting banking in the country, it has been 
recommended by some of the Provincial Banking Enquiry Committees 
that there must be a general reduction of rates charged by banks for the 
remittance of money from one place to another and that discount on 
cheques payable through a bank be abolished. Have you anything to 
say on this suggestion?—1 do not think this would promote banking in the 
country. It ^vill be in the interest of the trading community but this 
will not promote the banking habit. I do not agree with this view. 

729. It has been suggested by one witness that this committee should 
study the possibility of developing credit insurance in India. Can you 
tell the committee whether the system has been adopted by any existing 
banks in India and if so, with what result?—I know nothing about it. 

730. Mr. Ramdas Pantulu: Before I come to my own side, that is, 
the co-operative bank question, I will ask you one or two questions first. 
With regard to the exchange banks you stated you would like the idea 
of reciprocity. Does it mean that you want it in addition to general 
restrictions which you propose to place on the exchange banks or will 
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you be satisfied merely with the idea of reciprocity?—I do not quite 
follow. 

731. You said certain restrictions are to be placed on the operations 
of the exchange banks. You have given that answer to the question of 
the Chairman. You also said that you would like the idea of recipro¬ 
city being applied to exchange banks in this country?—^Yes. 

732. You stated that in this country in order to improve unhealthy 
competition by the exchange banks, you wanted some restrictions to be 
placed. May I know if you want the restrictions to be placed in addition 
to following the principle of reciprocity?—I want restrictions also to be 
placed, even if they reciprocate. 

733. Sir Purthotamdag Thakurdas: With the idea of reciprocity, do 
you also want restrictions?—Yea. 

734. Mr. Ramdas Pantulu: Do you think the granting of a license 
w’ll ren'ove the evils which you have brought out?—It may not remove, 
but it may alleviate them to a certain extent. 

735. The exchange banks have got their branches in every coimtry. 
So what guarantee will there be that everything will be known about 
their business at the time of granting a license?—Business transactions 
will not be known. By a license I mean that certain restrictions should 
be placed; you may call upon the bank to show their balance sheets, but 
transactions in India may not be required to be shown. 

736. In granting license do you think that protection to Indian banks 
should be upheld?—I do not think that a license with any such definite 
terms would be desirable; because banks must be free to do their own 
transactions. 

737. It has been suggested that restrictions should be placed on ex¬ 
change banks whereby they should not be allowed to open new branches. 
Do you agree to this?—Yes. If thefe are several indigenous banks to 
look after the internal trade of the country. 

738. Do you think that the exchange banks may be prevented from 
opening new branches?—Yes. That will be a sort of encouragement to 
Indian banks to do business. 

739. As regards the Industrial Banks, do you think that new industrial 
banks will be started if the facilities are given?—Gradually, they might. 

740. You cannot give any definite information?—No. 

741. You say a great deal about the bank rate varying and Govern¬ 
ment acting arbitrarily. What is the reason for this?—I have not referred 
to it. I did not say so. 

742. You said that there are fluctuations in rates. That statement 
you made about the Imperial Bank rate. 

743. Mr. Khaitan: Why is Government interfering with the fixing of 
the rate of’ the Imperial Bank?—-For their own exchange operations. 

744. Mr. Ramdas Pantulu: To maintain the rate of exchange. Is 
that yom reason?—^Yes. 

745 You said that if middlemen got cheap money to buy the raw 
produce stnd competed with each other it may result in ^ benefit to the 
cultivator in certain circumstances. But my experience is that when^ a 
man has got himself established, he either drives the middleman or tnes 
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to get his own terms. I know this in the case of the Tobacco Com¬ 
pany in the Guntur district. What do you say to this?—I have already 
showed my doubts about it. I have said that the difference in the in¬ 
terest rate will not be beneficial to the producers. 

746. Sir Purshotamdas Thakurdas: Mr. Pantulu’s point is that they 
do benefit the producer. 

Mr. R-undas Pantiilu : No, I do not mean to say so. 

Chairman: The point of Mr. Pantulu is this. If owing to competi¬ 
tion there is a reduction of rate, then the producer may be benefited. But 
after offering a cheap rate, some companies establish monopoly and in 
that case the position may be different. 

747. Mr. Ramdas Pantulu: I say that in the beginning the exporting 
houses offer a cheap rate and afterwards the middleman is driven away; 
then the people are at their mere}’. 'J'herefore I ask you whether you 
see any danger or not?—Yes. 

748. You have given a scheme M’heroby you wish to bring co-operative 
banks in touch with the joint stock banks, who should lend money to- 
the co-operative banks. At present there are about 600 co-operative 
central banks. What use will you make of them?—It will be like this. 
Each district co-operative bank will do business with the joint stock bank 
of its own district. 

749. So, do you say that if those 600 co-operative banks have sound 
standing, they will get funds from the joint stock banks?—Yes. 

750. Do vou consider the business of advances on co-operative paper is 
a legitimate business?—Yes. 

751. What usance will you give? Six months or a year?—Generally 
the bills are drawn for about three months or six months, renewable 
from time to time. 

752. But I may tell you that in the case of co-operative banks, three 
months period will be too short?—It may be renewed for a further period. 

753. At the time, when the Eeserve Bank Bill was considered in the 
select committee, the committee was prepared to give nine months. 
There is a legislation in America providing for a specially longer period 
for agricultural paper. What do you say<?—It depends upon the usance 
that the Keserve Bank offers. If the Reserve Bank were to discount bills 
for nine months, I would have no objection to that period. 

754. What facilities do you think the Imperial Bank should give to 
co-operative banks?—I am not in a position to answer this question. 

755. Do you think that the co-operative banks are entitled to some 
kind of facilities?—Yes. 

756. Up to now the Imperial Bank in certain provinces like my own, 
have been giving cash credits on the backing of co-operative paper 
on stringent conditions. It was only for a year’s duration. They have 
now circularised that hereafter they should be replaced by Government 
paper?—^It will be very hard for co-operative societies. 

757. Chairman: Would you agree to your district joint stock bank 
giving the same concession to the co-operative banks?—^The business 
with the co-operative banks will be mostly restricted to bills and not 
Government paper. 
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758. No advances are given on Government papers?—If required, they 
will be given. 

759. Mr. Ramdas Pantulu: I am on the question of loans. With re¬ 
gard to the fluid resources -we will put our position before yoq. The 
co-operati-\e banks are under statutory obligation to maintain fluid re¬ 
sources according to a rigid standard. We are bound to do it. We have 
been maintaining these fluid resources with the help of the over-drafts 
given by the Imperial Bank. If that overdraft is cut off we must maintain 
fluid resources either in cash or in Government securities. There is no 
other way. It will mean that we have got to have an idle cash balance 
which will reduce our profits considerably. If we invest them in Govern¬ 
ment paper, we will be earning less profits than if they were loaned out. 
Am I right in assuming this? —Yes. 

760. What are the obligaMons of joint stock banks with regard to fluid' 
resources?—No obligation. 

Mr. Lamond : They cannot go beyond the safety point. 

761. Mr. Ramdas Pantulu: The co-operative banks are under severe 
restrictions vrith regard to their dividend also. Do you support the co¬ 
operative banks in demanding that special facilities should be given to 
them?—Yes. 

762. Are you in favour of establishing an apex co-operative bank for the 
whole of India?--You know better. I am not in touch with the co¬ 
operative banks. 

Chairman: But all along you have been giving detailed answers to 
questions regarding co-operative movement. 

763. Mr. Ramdas Pantulu: You spoke of land mortgage debentures in 
your memorandum before the Bombay Provincial Banking Committee. 
What is your 'experience in Bombay? Are these debentures easily 
marketable?—It is difficult to express any opinion at the moment. 

764. Do you think if land mortgage banks issued debentures, they 
would be p,opular with the public?—I cannot say. 

765. You advocated the starting of district joint stock banks. Do you 
not think that a largo number of small banks will not be so strong as a 
single bank with a number of branches in the districts; such as your 
Central Bank with a number of branches all over the country?—No, be¬ 
cause they will not be directly in touch, while district joint stock banks, 
if they are separate entities, will be able to manage their own affairs with 
their own directors. 

766. Dr. Ryder: Is there not an amalgamation tendency in banking in 
other countries?—So far as India is concerned, in my opinion, the system 
which I have outlined would benefit India. 

767. If your district joint stock banks maintain reserves 
sufficient to inspire confidence among their customers, do you not think 
it will help to strengthen the position of the banks?—People will have 
more confidence and the borrowings and lendings will be easier. 

768. As regards the economy of reserves, do you think 
it will be a sound proposition?—I think it will be a sound proposition. 

769 Are you not in favoiw of pooling reserves? 

Chairman: Dr. Hyder’s point is that if the reserves can be transferred' 
from one place to another to meet the requirements of any particular 
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bank this pooling of reserves will lead to economy. You do not con¬ 
template some similar arrangement. The city joint stock bank, accord¬ 
ing to your scheme, should subscribe a portion of the capital of the dis¬ 
trict joint stock banks; but you do not specify what control the former 
should exercise over the latter?—That is a matter of detail. 

770. But that was your intention?—Yes. 

771. Mr. Lamond: You said the present conditions in India are quite 
different from those in other parts of the world. May I know in what 
way ?—^In the first place we have not got big indigenous banks which 
can open branches in different places. That is the chief difficulty. If 
we had, then the conditions which are applicable to other countries would 
also apply to us. 

772. Do you mean to say that those joint stock banks should be opened 
in the meantime, with a view to their being almalgamated later on?—^^Yes. 

773. Mr. Devadhar: You referred to the treatment meted out to the 
Central Bank by certain exchange banks. Are there any other institu¬ 
tions similar to the Central Bank which have complaints like yours?— 
May be. I have no personal knowledge. 

774. Chairman ; Mr. Devadhar, on that point our colleague Lala 
Harkishan Lai might put you considerably wise. 

775. Mr. Devadhar: You referred to certain protection to be given to 
some banks against the attempts of other banks to wreck their credit by 
the spread of malicious reports, etc. Do you think it is because proper 
balance sheets are not issued or balance sheets are issued which 
do not inspire confidence in the public?—The Central Bank balance-sheets 
are audited by two of the best firms of auditors in India, so there cannot 
be want of confidence. There may be other motives. 

776. I think all banks have to issue balance sheets regarding depre¬ 
ciation, appreciation, sinking funds, etc. ?—^There is no rule. 

777. There is some such thing as convention or practice?—^The balance 
sheets are made according to the advice of the auditors. 

778. Is provision made for depreciation in every bank?—I do not know 
about other banks. 

779. Whenever appreciation or depreciation in securities take place on 
a large scale, how are they shown?—^They are shown at market value and 
it is kept as a secret reserve. 

780. Chairman: Is it always so kept?—It all depends upon the cir¬ 
cumstances of each bank. 

781. If, for example, the bank wants to appropriate a portion of the 
amount set apart as a reserve, do they always take the advice of the 
auditors ?—Certainly. 

782. Mr. Devadhar: There was some reference to loans being granted 
to directors. In the case of depositors, loans are granted against their 
deposits. Is not some such practice resorted to in the case of directors?— 
Directors should be treated as other depositors. 

783. If some such steps were taken, there would not be room for 
doubt.—No. Moreover, all this is clearly brought out in the balance sheet. 

784. I think you have laid some stress upon the process of linking of 
the financing agencies like the Imperial Bank and joint stock banks with 
the co-operative banks, either provincial or district. Do you believe that 
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the joint stock banks are really friendly to the co-operative movement?— 
They are of course not unfriendly. The thing is that there are so few 
Indian banks and their resources are so restricted that even if they wanted 
to lieip the co-operative banka, they are not in a position to do so, 

because they have not sufficient funds. Their attitude is no doubt 

friendly. 

'i'95. Mr. Devadhar: Of course yoUr Bank and the Baroda Bank, I 
know, are helpful. Would you, as one of the principal bankers in the 
country, be inclined to say that the Imperial Bank which enjoys so many 
concessions from Government, should be friendly to the cultivator?—Yes. 

78C. But you have no instances where their attitude has lieen un¬ 
friendly ?—No. 

787. I am now talking about the middleman’s transactions. If a lower 

rate of interest is charged by them, the idea is that it benefits the 

farmer to a certain extent. But supposing this is not the case, would 
you favour the spread of the co-operative movement among the farmers 
so as to bring within the farmers’ reach the profits of the middleman?— 
Yes. 

788. What is the attitude of the indigenous banker? Have you any 
idea?—No. 

789. But the general trading community and the Chambers of Com¬ 
merce are in favour of the spread of the co-operative movement in the 
interests of the farmer?—Yes. 

790. You suggest that the sowcar should be forced to reduce the rate 
of interest. How is that possible?—It will naturally follow if the money 
is available to the farmer at cheaper rates. 

791. Through what agency?—Through the co-operative movement. 


VoL. Ill 



82 


THIRD DAY. 


Tuesday, the 19th August 1930. 


Present. 

Sir B. N. Mitua, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 

Sir PunsHOTAMDAS Thakurdas, ICt., C.I.E., M.B.E. (Vice-Ohairman). 

Mr. D. P. Khaitan. Mr. R. W. Buckley. 

Mr. F. V. Eushforth. Mr. Jadd Nath Roy. 

Dr. L. K. Hyder. Mr. G. K. Devadhak, C.I.E. 

Mr, W. Lamond. Mr. Ramdas Pantullv and 

Lala Harkishan L.vl. Chowdhri Mckhtar Singh. 

Mr. V. K. Aravamudha Ayanoar, C.I.E., Secretary. 

Mr. E. P. Masani, —Joint Secretary. 

The oral examination of Mr. S. N, Pochkhanawala, Managing Director 
ot the Central Bank of India, was continued. 

792. Mr. Lamond: I should J'**' refer to the question put by Mr. 
Ramdas Puntulu yesterday, regarding the financing of co-operative banks 
by the Imperial Bank. He referred to the withdrawal of certain cash credit 
facilities against co-operative paper, but he did not mention that the 
withdrawal is toi be spread over a period of 5 years. Mr. Devadhar also 
referred to tne unfriendly attitude of the Imperial Bank. I assure him 
that it is most friendly. Before putting my questions on this point T 
should like to explain why the Imperial Bank considered it necessary to 
withdraw the cash credit facilities within 5 years. In the Madras Presidency 
the co-operative banks utilise the cash credits granted them on the 
security of the pro-notes of primary societies as fluid resource for their 
deposits. In the event of a bank being involved in difficulties, it would 
be the Imperial Bank’s duty to its depositors and shareholders to cancel 
any undrawn portion of a cash credit granted, if the safety of the Imperial 
Bank’s advance was at all doubtful. This would be just the time when the 
need for “fluid resources’’ -would be most urgent and the result might be 
very unfortunate for the co-operative bank concerned. The danger of the 
Banks relying on such a form of fluid resource is obvious and was dra-wn 
attention to forcibly in a minute of dissent signed by three of the seven 
members ot the Committee on Co-operation in Madras in 1927. They say 
»»\ their minute, “We feel very strongly that the holding of appreciable 



tangible liquid assets by the central banks is very necessary as a prote^ion 
to the agriculturist. If such precautions are not taken, it naay be neces¬ 
sary in times of stress to resort to the wholesale calling in of loans, with 
the result that the security afforded by unlimited liability would have to 
be realized”. The present rapid growth of deposits in Madi’as is due to 
the sanction granted to Local Boards and other public bodies ‘^o deposit 
their surplus funds with the co-operative banks. Deposits from such bodies 
in the Madras Presidency now amount to about Es. 2 Crores, I am told. 
The demand is that the Madras banks should now obtain liquid assets 
of a tangible natm’e as, if action is delayed, and there is a land-slide in 
deposits, they might only be able to do so with difficulty. The Imperial 
Bank’s view is that they should arrange for a satisfactory reserve of 
■authorised securities now for fluid resource purposes while their deposits 
are increasing and thereby put themselves in a strong position. It has 
also been stated that the co-operative banks' cannot hold profitably a 
reserve of Government securities. If that is so, my own opinion is that 
they are paying far too high rates of interest on their deposits. To show 
that the attitude taken up by the Imperial Bank is not unreasonable, , I 
quote a cutting from the “Times of India’’ from its Ootacamund t'orre- 
^pendent dated July 26th of this year. It says;—“The sanction of H. E. 
the G.'jvernor General has been obtained for the introduction of u Bill in 
the Madras Legislative Council to consolidate and amend the law relating 
to CO- operative societies in the Madras Presidency. The statement 6f 
objects and reasons says that as the overdues in credit societies are assum¬ 
ing alarming proportions and the panbhayatdars become defaulters, it » 
proposed to empower the Registrar or the other officers authorised by him 
to recover the overdue instalments of loans by distraint and sale of movablfe 
properties, etc.”. Now to go back to the question put by Mr. P.amdas 
Pantulu—^you stated that you were in favour of the Imperial Bank giving 
advances for fluid resource purposes against co-operative paper. Do you 
propose that this should be a statutory obligation?—After this explanatipn 
of the position of the Imperial Rank by Mr. Lamond, I think the Im]ierial 
Bank’s action was quite justified. 

Chairman: Mr. Pochkhanawala, it would have been more discreet if in 
reply to Mr. Eamdas Pantulu’s question, you had adhered to the s ttitude 
you have taken up, an attitude of neutrality with regai-d to the woi'king 
of the Co-operative Banks?—If Mr. Eamdas Pantulu had placed the fasfs 
also before me along with his questions I would have given him the same 
answer as I did today. 

793. Because this point has been raised by almost all the Provincial 
Banking Committees, we will give due weight to Mr. Lamond’s statement, 
and it is further possible that we may pursue this matter with the repre¬ 
sentative of the Imperial Bank when he appears before us. 

794. Mr. Lamond: You state that the district joint stock banks and 
the branches of the Imperial Bank in the district should come in touch 
with co-operative banks and co-operative credit societies in the different 
talukas of the district and through them, should lend moneys on agricultural 
products and raw materials. You also state that the co-operative banks 
and credit societies would borrow moneys from the district bonk and 
Imperial Bank against their holding in bills, etc. What supervision do 
you consider necessary?—If Government auditors audit co-operative banks, 
there is no special need for supervision by the Imperial Bank. 
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795. But co-operative auditing is made by the Eegistrar of Co-operative 
Societies. Therefore, you would leave it to the Imperial Bank and the 
district banks as to whether they should advance or not?—^Yes, I have no 
objection. 

796. Eeferring to the Chainnan’s question regarding the rediscounting 
of bills, you stated that joint stock banks will not rediscount bills v'ith the 
Imperial Bank as no concessional rediscount rate is quoted. in your 
opinion, has the bill holding of the joint stock banks ever been sufficiently 
heavy to make the want of special rediscount facilities reaUy felt?—N q. 

797. Is it not the absence of large blocks of bills which account;-, for the 
present system of banka holding all bills discounted by them ind as the 
bill habit increased, do you not think that rediscount facilities will appear 
in the ordinary course?—Yes. 

798. You say that banks in India have no source of information to 
determine the credit of their clients except through bazaar reports. .4nd 
you go on to say that if a bank insists on a client producing his balance 
sheet to determine his hnancial position, he resents the idea and goes to 
another bank, who receives him with open arms without insisting on the 
information, it being not the practice with banks in India to insist on 
such information. It has been said that certain banks refuse accom¬ 
modation owing to lack of information regarding the stability of Iradera, 
but it would appear that you do not hold this view. Is that so?^—^The 
Central Bank as far as possible insists on its customers producing credentials 
or balance sheets to prove their stability. But all banks do not follow the 
same practice. 

799. Chairman: Do you consider it a salutory practice that a bank 
should advance money to a particular customer wdtbout knowing precisely 
abount his status and standing?—^Advances are being made on the strength 
of the bazaar reports received. 

800. Therefore, your position is that some banks do insist on their 
clients disclosing their financial position, while some banks are merely 
satisfied with bazaar reports. Is that so?—Y’^es. 

801. Do you consider placing reliance on bazaar reports and' doing 
business on that basis is correct?—It is not at all satisfactory, 

802. Therefore you have nothing to say against banks I'efus.b.ig to 
advance to customers who hesitate to disclose their state of affairs?— 
Certainly, I have no objection. And the public also should have n.o com¬ 
plaints against such a bank acting with prudence. 

803. Mr, Khaitan ; You say that it is not a salutory practice for banks to 
advance money on the basis of b.azaar reports. Do you not think tliat with 
the present practice of Indian merchants not publishing their balance sheets, 
insistence on them to disclose their balance sheets to the banks who make 
advances to them, would be rather harsh ?—As a matter of fact, it would 
ultimately be in the interests of the merchants themselves, for, they are- 
rot now in the habit of preparing yearly balance sheets, but If they are- 
made to do so by reason of this insistence, these merchants will be able to 
gauge their own financial position every year, 

804. Dr. Hyder: As regards the point which Mr. Khaitan put tc you- 
whether it would not be hard to ask the merchants to produce their 
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balance sheets, is it not a fact, on, the contrary, that the banks would 
stand to lose by their advancing moneys to their customers without 
knowing their exact financial position?—That is so. 

805. Mr. Lamond: You state that owing to the Imperial Bank’s 
advances being restricted to six months, it is never possible for them to 
give credit facilities to industrial concerns for capital expenditure or 
block. Do you approve of the Imperial Bank and commercial banks 
locking up funds by providing finance for this purpose?—No, I do not 
approve of the locking up of their funds. 

806. With regard to separate district joint stock banks, may I know if 
it will not be difficult to secure funds when the busy season arises?—The 
district banks will draw their funds from the city bank. 

807. You refer to the business hours. Are you in favour of the hours 
of business being the same and being definitely fixed for all b.-mks in 
each business centre?—According to the convenience of the business 
community. 

808. You say “For the joint stock banks to take a prominent part 
in the export and import trade of the country would be still a matter 
of years, for much will depend on how far Q-ovemment will give them due 
protection against unfair competition, etc.’’. What nature of protection 
would you suggest be given by Government to the joint stock banks to 
enable them to take a prominent part in the export and import trade of 
the country in future years?—That will be stated in the license given by 
the Government to the foreign banks. 

809. Would you not suggest the form or do you leave that to be 
decided by Government?—I have not thought over the matter. The main 
competition is at present for deposits. If foreign banks compete with the 
indigenous banks with their own moneys, then there will be nothing' wrong. 
But if they compete with Indian banks with Indian moneys, then I call it 
an unfair competition. 

810. Chairman: I do not understand you ?—If foreign banks are 
trading with their own money brought out from their own head office, 
they might be allowed to do any business at whatever rate they like. In 
this way the deposits which now go to the foreign banks will be avniiable 
to the indigenous banks. 

811. Chairman: Your proposition is that there should be restrictions 
placed on the foreign exchange banks receiving deposits in India?—^Yes. 

812. You said yesterday to my question that you were not against the 
foreign exchange banks doing such business?—I say certain restrictions 
on their business should be placed, if the development of Industrial banks 
and the development of the commercial side of the country is to be eSeoted. 
This I suggest in accordance with what was being done in America, 
There all the foreign banks were not allowed to receive deposits. It is, 
I say, in the interest of the country. That is my personal opinion. It 
has not been mentioned in the memorandum but it is my personal 
opinion th.at certain restrictions, as in America, would be in the interest 
of the country. 

813. Your point is this. Whereas personally you require restrictions 
of that sort to bo imf)osed, but because your Directors are not in accord¬ 
ance with your opinion, you have not mentioned that point in your 
memorandum. Is it so?—Through an oversight it might have been emitted. 
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814. There is no question of omission. ■. I was putting you a number 
of questions yesterday on this point and at one stage you said there was 
no competition in deposits. There was competition in lending and borrow¬ 
ing. Therefore what you now say does not fit in with what you 
said yesterday?—It will fit in if you take it in a different light. If you 
take the present position, it is all right. But for the sake of development 
of Indian Banking I personally think that such restrictions should be there.. 

815. Am I to understand that you think at a subsequent si age it may 
be necessary to adopt the practice that obtains in America for soma 
years?—Yes, that is so. 

816. That makes it clear to some extent. But what you now gay varies- 
to some extent from what you said before?—It may be. 

817. Ch. Mulihtar Singh: Do the directors of the Indian and non- 
Indian banks frequently meet together and have cordial relations amongst 
them?—No. 

Chairman: I think it may. be due to business jealousy. 

Lala Harkishen Lai: Whatever it may be, but there is no such arrange¬ 
ment made in this country. 

818. Ch. Mukhiar Singh: Is it correct to say that the foreign exchange 
banks bring from foreign countries cheap money and thus help the trade 
of India?—It is difficult to answer this question unless we get the figure 
of each exchange bank as regards the amount of Indian deposits. 

819. If the entire deposit in the exchange banks be diverted to Indian 
banks, is it likely that the latter will take up to exchange business?—No. 

820. Will it require some more money?—This is a question of co¬ 
operation from other banks. 

821. You feel that if an Indian exchange bank be started, there will 
be a keen competition for a number of years between Indian and non- 
Indian exchange banks; will you then be .satisfied if only some restrictions- 
are placed on the foreign exchange banks?—If the exchange banks 
refuse to do any business, that bank will not be able to do business in 
exchange. 

822. Suppose we agree to grant all the moneys that are required. 
Will it then be possible?—No, not without the other banks’ co-operation.. 

823. Even then you will require their co-operation?—Yes. 

824. How would you bring about the co-operation?—By giving them ft 
license to co-operate with that bank. 

825. Mr. Khaitan: Po you mean to say by forcing them to co-operate 
imder the license?—Yes. 

826. If certain restrictions are recommended to be placed on IKe foreign 
exchange banks, would you apply ihese restrictions to the existing banks, 
or only new banks wdll be affected by them ?—No, they would apply to all. 

827. Is it a fact that the deposits with foreign exchange banks have 
considerably increased after the War?—No, they have not increased 
considerably. 
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838. Would you let us know lie authority by which a license of tb^ 
kind that you propose shourd be granted?—The Finance Department of 
the Government of India should be authorised to give a license. 

839. Do you consider it to be beneficial to the country if foreign 
exchange banks be stopped from taking deposits, as is done in the United 
States of America?— 

Chairman: You said “you do not advocate it at present. It may come* 
some time after.” The question of Ch. Mukhtar Singh is whether five- 
years hence it will be beneficial to the country, if the foreign exchange 
banks are stopped from taking deposits as is done in the United States 
of America?—Yes. 

830. Will it be beneficial from the point of view of the trade of the" 
country?—Yes. 

831. Ch. Mnhhtar Singh : How would they not be beneficial if stopped- 
all at once?—Because there will be no outlets. 

832. Chairman: But will it be harmful to the trade of the country?—^ 
It will not be harmful to the trade of the country. Too much money will, 
however be brought in the country for which there will not be sufficient 
outlets. 

833. Lala Harkishcn Ijol: The witness says that too much money will 
be made available. 

Chairman: Then it will naturally harm the trade. 

Mr. Khaitan: Mr, Pochkhanawala says that if the exchange banks 
are not allowed to receive deposits, then they would bring money from 
abroad and that money will be available. 

834. What will happen if the money is brought out?—If that is done, 
the money would be made available all at once and there will not be a 
sufficient outlet. The money market will be easier, 

835. You say that will lower the rate of interest, is it not?—^Yes. 

836. Ch. Mnkhtar Singh: You agree that the foreign-exchange business 
requires branches of Indian banks to be established in foreign countries; 
if it is so, is it not likely that other foreign countries will retaliate and 
will not allow branches of Indian banks to be established in those 
countries?—I have explained about this. Without the co-operation of the 
foreign exchange banks we cannot do much. 

837. Suppose we restrict the business of the foreign exchange banks 
in this country?—We cannot restrict their business. We have to allow 
them to do business under certain restrictions. 

838. So, by way of license you will not be doing anything new in 
this country ?—No. It will not be a new thing. 

839. Do you not think it ought to be compulsory on the foreign 
exchange banks to publish their balance sheet and their profit and loss 
as well as their balance sheet of the working in their own country—They 
do publish their balance sheets. 

840. Is it possible to know^ the working of the foreign exchange banks 
therefrom?—Yes. 

841. Is there any arrangement made to give information to the cultivator 
as to the requirement of the foreign market so that, he may be able to 
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produce the articles of the same standard which are in demand in the 
foreign market?—I do not know anything about that. 

842. If there is no such agency, do you not feel that there is a very 
great necessity for such an agency?—^As I do not know anything about this, 
1 cannot express any opinion on this point. 

843. Do you know that in the United States of America which exports 
agricultural produce in very large quantities sufiBcient arrangement has 
been made not only to inform the cultivator as to the requirements of the 
foreign countries but also to inform the cultivators what they should 
grow and where? Do you not think that such an agency is very essential 
for a country like India which mainly depends on its agriculture?—I think 
illiteracy and want of education will come in their way. You must first 
educate the cultivator. 

844. The question of giving such an information does not require literacy. 
It is not essential that they should be literate. What do you think?— 
That information may be of help to Associations and not individuals. And 
1 think this question should be put to the commercial community rather 
than to a banker. 

Chairman: Yes, I think that is not a proper question to be put to 
Mr. Pochkhanawala who is a banker. 

84.5. Ch. Mukhtar Singh: Do you consider that the indigenous banker 
and money-lender are a necessary link in the banking organization of 
the country?—Yes, 

846. If it is so, how do you link them with the modern system of 
banking organisation?—By creating a bill market. 

847. We are told that in Great Britain there are certain rules by which 
a foreign firm has to employ a certain number of Britishers in their firm. 
Have you any personal knowledge of this fact?—No. 

848. Can you give us names of industries which have died on account 
of want of proper .financial help?—I do not know. 

849. Chairman-. Y'^ou have mentioned in your memorandum ‘‘attempts 
have been made from time to time in the last few years to protect indus¬ 
tries, etc.” Ch. Mukhtar Singh’s question arises out of that answer. 
He wants to know to which industries you refer?—Flour mills, woollen 
mills and chemical works, etc. 

850. Ch. Mukhtar SiJigh : Do you think if the financial facilities had 
been offered to these industries, they would have not died out?—It is due 
to various reasons. It is not only due to financial difficulties. 

851. Can you name some of the industries which have died out on 
account of financial difficulties?—^Not to my knowledge, 

8.52. If a-Reserve Bank is established, do you still feel that there will 
be a necessity for an Industrial Bank?—I have already answered this 
question. 

Chairman : Yes. he said that it would be necessary. 

853. Ch. Mukhtar Singh : Some witnesses have told us that industries 
should precede the est.ablishment of industrial banks?—It is not necessary 
that the industries should be started before the establishment of the 
industrial hanks. 

854. But vou sav thaf there is a necessitv for such a bank?—Yes. 
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855. You want the Government to guarantee a certain percentage of 
dividend upon the money of the Industrial Bank. Will you let us know 
what voice the Government should have in the management and control 
of the Industrial Bank?—I have already mentioned this in my memo¬ 
randum. 

856. Have you any knowledge of warehouses in the United States .of 
America and Japan?—No. 

857. Ho you not consider that if by legislation, the joint stock com¬ 
panies or other agencies, starting warehouses in the country, be asked to 
vouchsafe the correctness of the description in the warrant of 
articles deposited in their warehouses, it will give a very great 
credit facility and the banka will be relieved of the botheration of 
safety of the articles deposited in the warehouses?—Yes. 

858. Do you not feel that the establishment of warehouses for apri- 
cultural produce are a necessity for the cultivator in order to get easy 
credit, and to get good price for their articles?—^Yes, that is also necessary. 

859. Would you advocate the idea of starting such warehouses by 
co-operative banks with the help of Government?—i do not know'much 
about the co-operative banks. 8o, I am not in a position to answer this 
question. 

860. You propose that out of nine Directors for the Eeserve Bank, 
only four should be Indians. Do you consider it to be quite satisfactory 
•or would you amend your proposal by saying that the majority of Directors 
should be Indians?— I have said there should be at least four. 

861. Do you not think that there should be a majority of Indians?—It 
is a majority. Out of seven we have got four. 

862. It is mentioned here as nine?—No, it is only seven. 

Chairman : Two of them are Governor and Deputy Governor. 

863. Ch. Mukhtar Singh: Is there sufBcient money in the market at 
the time of harvest?—I do not know. 

864. On account of want of sufficient currency in the market, the 
cultivator has to sell his produce cheaper?—I am not prepared to answer 
this question. 

865. Do you not feel if the method of inspection by Government agency 
be started in India on the same lines, as it is done in Canada, it will 
add to the g(X)d reputation of Indian banks and that will minimize the 
chance of wrong rumours being circulated in the commercial world ?— 
think it wall involve a great deal of complication. The Europeaii auditors 
may not know the position of the Indian clients. So, there will be great 
complication arising from time to time. 

866. If Indian inspectors are engaged, will fliere bo any such thing?— 
You cannot make any restriction in the appointments of inspectors. 

867. Do you approve of the idea of inspection?—Yes. As I have 
said, a license should be given by Government to those who are competent 
enough to inspect. When this is done, a selection should be made by 
the banks. 

868. You suggest that every complaint before being filed in the Court, 
■should be investigated by the Advocate General. Do you not think that 
such a procedure will bar the inquiry of real .grievance arid will retard 
considerably the administration of justice?—No, I do not think so. 
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869. In certain eases the enquiry may prolong for a longer time?—^^In' 
the Court also a case takes about two to three years before it is finally 
decided. 

870. Not every case?—So far as our Bank is concerned, it has taken 
not less than two years in every case. 

. 871. Why such a long time? Criminal eases are not allowed to be 
held over for more than six months. 

Mr. Khaitan: Here in banking cases the accused is not going to 
run away. 

Ch. Mukhtar Singh: May I know why it happens so?—It is at times 
for the convenience of the Court, or for the convenience of the accused 
or the defendant. Cases are heard only for two hours a day at an average 
and then postponed. 

872. Does it generally happen or in exceptional cases?—So far sw we 
are concerned, it has happened in all cases that were filed against us. 

873. How many cases were filed against you?—More than half a dozen. 

874. Do you not feel that if the Advocate-General grants a sanctioa 
for the prosecution, that will ci’eate a bad reputation for the bank in the 
market?—Yes, but hero the Advocate-General has to see whether the case 
is bona-fide or not. Sometimes the cases filed are not bona-fide ones. 
For instance, it happens that the enemies of a bank may give certain' 
information on winch certain persons just for the sake of black-mailing 
might proceed against that bank, saying th.at the balance-sheet of that 
bank is false. 

875. My point is this. If the Advocate-General grants the sanction, 
then?—If after making enquiries the Advocate-General sanctions it, then 
the bank has to take its chance. 

876. Ch. Mukhtar Singh : Do you not feel that law is quite sufficient 
on the point inasmuch as it gives power to the magistrate to make 
an enquiry or investigation before proceeding with the case?—At least not 
to my knowledsre. 

877. When an application is filed against an institution, naturally the 
magistrate sees to the allegations made and satisfies himself.—It he makee 
enquiries in. the open court, they are published. 

878. Will your purpose not be served if the Government circularises to 
the magistrates that in complaints against a bank, they should make 
a more general use of Section 202 of the Criminal Procedure Code and if 
they find it necessary, they may ask the investigation to bo made by 
some technical expert? 

Chairman: The law gives the magistrate certain discretionary power 
that is statutory; and if Government by executive action were to issue 
such a circular as you (Ch. Mukhtar Singh) contemplate, then it would 
mean that the Government would, by that executive action, be depriving 
the magistrate of a certain amount of the discretionary power which the 
law gives him. 

Ch. Mukhtar Singh: But in a number of cases the Gov(;rnment has 
circularised the magistrates. 

879. (To witness) You do not object to the proceedings going on in 
the magisterial court?—No, if they are in camera. 
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880. Would you like to have some sort of restrictions on the foreign^ 
insurance companies? If so, would you please give us an idea of the 
restrictions you recommend?—I do not know much about insurance. 

881. Do you consider that there is sufficient scope for the students 
who take banking as their profession?—^Yes there is. 

882. Do you allow apprentices from banking institutions to work in- 
your bank in order to have an insight into the practical working of the- 
banks?—Yes, a good many. 

883. Do you consider there is a sufficient number of qualified men: 
in the country for the Indianisation of the Imperial Bank?—I cannot 
express an opinion on that. So far as I am concerned, I can meet my 
wants very satisfactorily with Indian staff. There are many qualified 
men in the country. 

884. Is the paucity of qualified men in the country responsible for the 
fact that very few Indians find place in the high posts of the Imperial 
Bank of Ind<a, or is it due to any other cause?—I do not wish to answer 
this question. As I have already said, there are qualified men available 
and if they are sufficiently trained, I think they might hold respcnsible- 
positions. 

885. Do you not consider that the students who get practical training: 
in London have a wider scope and have a better chance of understanding 
the money market of the world than a student trained in India?— 
present those nho are sent to London for training only work tberv* 
ordinal^ clerks. Thcreforo I say that practical education in India is much' 
better. 

68(j. Do you not consider it a necessary qualification, if an Indian after 
passing his exainination of the Bankers’ Institute, goes bo supplement his 
studies in London?—He should have his practical training in India. 

887. Mt. Jaclu 'Nath Hoy: You referred to the 70 crores which are made 
available annually. Is it not natural that the whole of it will be invested 
’U (-rovernmcnt securities?—Part of it may be. 

888. You have stated that our industries have suffered for want of' 
sufficient capital, skilled labour, technical Imowledge, etc. Is it not 
possible that practical business men will be able to find the necessary 
capital and procure skilled labour etc?—Capital can only come forth- 
through confidence, 

889. While advocating an Industrial Bank you say that the rate of 
interest should be guaranteed by Government and then you recommend its 
revision every five years. Do you not think it would be better to have a 
fixed rate?—I think it will be better, if the rate is revised, though a fixed" 
rate will be more acceptable to the public. 

890. Mr. Ruahforth: About the Industrial Bank, what would be the 
relations of the present Industries Departments in the v.irious provinces- 
and the Bank? I gather that they would still have a considerable say ip 
the control of the Bank?--They will be consulted and their recommendations- 
may be considered favourably by the Bank. 
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891. What definite advantage will there be to the Government in operat¬ 
ing through the Industrial Bank rather than through its own offices? 
What is going to be the advantage to Government in financing an Indus- 
"trial Bank in order to finance industries rather than dealing with the 
■industries direct ?—1 think the Government will get great help from the 
Industrial Bank. They may be inclined to have industrial banks in theit 
provinces, if thcT - is sufficient business offered to them. 

892. So you would rather divert the activities of the Government to 
"the Industrial Bank?—Yes. 

893. I think the Tndiistrial Commission recommended that State aid 
■should as far as possible be given through banking agencies. I want to be 
■convinced whether this is the most economical way of doing it. What 
sort of bills would industrial banks discount?—Trade bills. 

894. In other words, ordinary commercial bills?—Yes. 

895. Chairman : Will they issue long term credit on short term bills?— 
Yes, renewable. 

896. Dr. Hyder: Is it your idea that the Industrial Bank which you 
propose should be an industrial bank as such and also perform the func- 
’tions which are performed by thc^ ordinary commercial banks?—No. 

897. Mr. Lamond: Do you think that the bills will be renewed?—^Yes, 
when there is an endorsement by the Industrial Bank and then another 
endorsement by another commercial bank, the Imperial Bank cannot 
expect any better security. 

898. Why not arrange for accommodation on some security?—^If thu 
Eeserve Bank is not satisfied with the clean security of the Industrial 
Bank, it might ask for some other security satisfactory to itself. 

899. Then the bill as a bill is no good?—Why not, when the Industrial 
Bank pays the amount on the due date? 

900. Sir Purshotamdas Thakurdas : Supposing owing to some unforeseen 
circumstances the Industrial Bank failed to meet its liability on the matur¬ 
ing date, would you expect the borrower, who had borrowed on a long term 
agreement, to meet that bill at the end of, say 6 months?—No, I would 
not. 

Mr. Lamond's point is that the bill to that extent has no v.alue. 

901. Mr. Rushforth: Would you, as a practical banker, be prepared t-0 
accept responsibility for an Industrial Bank which got money from the 
Government and then failed to do business?—I do not think that an 
industrial bank with a capital of 50 lakhs or a crore will fail in the space 
of a year. And then the figures will be published from which one could 
find out the condition of the business transacted by the institution. 

902. Chairman: When one refers to short term bills discounted with 
the Eeserve Bank, does not one refer to bills which are automatically 
•'liquidated?—I'he bill is liquidated by the Industrial Bank on the due date, 
■unless it fails to do so. 

903. Mr. Rushforth: On the question of the Imperial Bank having 
opened branches, you stated that what you require is a reasonable margin 
of profit. Are you aware of any places upcountry where the other baSrs 
"had to close down simply because of the Imperial Bank having opened 
its branches?—Yes. 

904. Mr. Bucdcley: Does not a prohibition eliminate competition to the 
■detriment of the public?—It would mean practically not selling things at 
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underrcost but selling things simply at a reasonable margin of profit- 
Therefore I would request the Committee to ask the Imperial Bank tor 
give a statement of the rates prevailing at their different branches. With¬ 
out this information we are not in a position to express an opinion. So far 
as I know, the Imperial Bank also charges higher rates where there is nO' 
other bauk. 

905. Chairman: The position ought to be obvious. The Imperial Bank 
is also a shareholders’ bank, and if at any particular place there is nO' 
competition and if it finds there is a possibility of making a little more- 
profit, why should it be forbidden to do so? 

Mr. Lamond'. Sir, so tar as the Punjab is concerned, our rates are fixed. 

906. Mr. Rushforth: Would you have your Central Beserve Bank have 
only one rate? Will the rediscounting rates be different in different regions? 
—No. 

907. l^ou have referred to the fact that the privileges of the Imperial 
Bank should cease with the creation of the Reserve Bank. What about 
the responsibilities which they have undertaken in opening up branches?— 
They will be at liberty to close down any branches. 

908. You would not give them any concession?—That is a matter of 
detail. 

909. In answer to the Chairman you said that increased competition- of 
the Imperial Bank with the exchange banks would lessen the competition 
of the exchange banks with the local banks. I am not quite clear what you 
mean by saying sd. Will you kindly make yourself a little more clear?—My 
point is with reference to the foreign trade. If the Imperial Bank find 
that they could better utilise a portion of the funds at their disposal for 
foreign exchange business and if they find it a bettor form of investment, 
then the Indian indigenous banks will have more opportunities of looking 
after local business. 

910. Chairman: You say that the competition between exchange banka 
and the local banks would diminish in strength. Do you refer to competi¬ 
tion in foreign trade or internal trade?—^I mean internal trade.. 

911. Mr. Rushforth: In a later answer you said that some restrictions 
should be placed on the deposits received by the exchange banks and'that 
they should not be allowed to do their foreign exchange business with their 
deposits received in India. How can they bring out their money?—As we 
are bringing out money from London. 

912. You cannot restrict their use of their own deposits and say that 
Indian deposits must be used for internal trade only ?—'Why not, in America 
such restrictions were enforced, 

913. But you forget the foreign banks in America were doing merely 
agency work?—They should do the same here. 

914. 'Mr. Rushforth: The only resources available to the exchange banka 
would apparently be their sales to Government at gold point. I cannot 
think that that is going to be satisfactory from the point of view of the 
country?—Your question requires a good deal of thought to answer. 

915. I agree. It seems to me that your suggestion will lead to an im¬ 
possible state of affairs?—I cannot say that. 

916. Dr. Hyder: Now Sir, before I begin to put a few questions of 
my own to the witness, I should just like to perform a duty which Mr. Manu 
Subedar has imposed on me of putting a few questions which he has jotted' 
and handed over to me to be put to the witness on his behalf. 
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Now, in the scheme which you have propounded for the formation of 
dn industrial bank, do you want the Government to guarantee interest dr 
the capital. Would you extend this Government guarantee to debentiaes 
also when they are raised?—Government guarantee is required only in 
the initial stages. I have already answered the other questions. 

917. Will you be prepared to supply this Committee the cost of manage- 
rment charges of a branch of your bank in India?—I do not know in what 
‘way it will help the Committee. 

Chairman: It really arises out of your memorandum wherein yon 
have referred tu the cost of management. 

Mr. Lamond: If you can kindly give us on idea of what the cost of 
establishment of an up-country branch of your Bank is, it might be useful? 
—I shall place the suggestion of the Committee before my Directors and 
shall have no objection to place the facts before you, if they decide to do 
so. 

918. Dr. Hyder: The next question of Mr. Manu Subedar is whether 
you will restrict the borrowing pow'ers of the exchange banks with reference 
to their capital and reserves'? 

Chairman: Mr. Pochkhanawala has already stated that the exchange 
banks should not be allowed to borrow in India more than 25 per cent, of 
their paid-up capital and reserve, but under no circumstances should the 
borrowing of each bank exceed its total advances in India. 

919. Dr. Hyder : Now I will put to you a few questions of my own. 
You say that smaller industries at present hardly get any support from 
banks, because without technical knowledge of the industries, banks do not 
consider it safe to interest themselves in the financing of such industries. 
Do you think that the banks should have technical knowledge of the 
industries they are financing?—At least they must get acquainted with 
the nature a.nd resources of the industry they are asked to finance. 

920. Your Bank has initiated a new scheme of drawing deposits from 
the public on the lines of the Postal Cash Certificates. Is the scheme 
working well?—Oh yes, it is going on very well. 

921. With regard to the assistance by the Government to the Industrial 
Bank, you say that the Bank should employ technical experts. Who will 
pay these experts?—I do not want the Government to pay for these men. 
The bank, of course, must pay. Government may be asked to lend the 
services of their experts sometimes. 

922. And during this period, the bank will pay for their services?—Yes. 

923. You say that the development of the Indian indigenous joint 
stock banks would depend on how far Government will give them due 
protection against unfair competition. Then you go on to say that this 
competition should be as little as possible. Would I be right in understand¬ 
ing you to mean that ‘unfair’ is equal to ‘as little as possible’ and ‘as little 
as possible’ is equal to ‘zero’? Do you want to eliminate competition 
altogether?—1 only want unfair competition to disappear. 

924. Now Mr. Pochkhanawala. on this question of licensing of foreign 
exchange bank's, occupying as yon are a very prominent position in the 
Indian banking world, I should be very' glad to have your opinion as to 
what exactly you mean by ‘licensing’. Whoever the licensing authority 
may be, do you only want them to issue a permit on a parchment pfipef ?—- 
I have already ex'plaincd my views on the subject. 
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WS. If tli€W 18 A coantry ‘A’ \diieh does not impose such restrictions 
*8 regards the establishment of branches of Indian banks in their country, 
would you give a similar concession to the nationals of that country to 
open branches of their banks in our country?—I am not agreeable to the 
suggest! a.. We must restrict their operations in this country and if they 
reciprocate, we do not mind. 

92(5. You are aware that such a policy is a double edged policy and 
their edge might be much more sharp than ours?—No country in the 
world has prospered with the aid of foreign banks and our country’s pros¬ 
perity also depends on our own indigenous banking institutions. I do not 
imind foreign banks coming in after our own indigenous banks have been 
firmly established in the country. 

927. Chairman: So your point is that you want these conditions to 
be imposed in India whatever other countries may or may not do, and you 
want these conditions to be imposed, because you want the indigenous 
banks to develop foreign exchange business. Am I correct in saying that 
that is your point?—Yes. 

928. Dr. Hyder: Would you like these licenses to be revocable at will 
■of the licensor?—The licence can be renewed after a certain period of timd) 
provided they carry on the business properly in the meantime. 

929. In regard to auditors and auditing, you say that the auditors 
should have access to the banks’ books at all times. Is that the general 
practice now?—Yes, that is the case with our Bank, but I do not know 
whether other banks follow that policy or not. 

930. Why do you object to the examination of bank accounts by QoV- 
eriimeht officers?—I have already explained my reasons. 

981. You know that at least in one country in the world the system 
x)f exaaiiination of banks by Government officials ie prevalent. In the 
first instance Government pays these officers for their work, but later on 
the money is recouped by assessment on banks on their assets?—But in 
that case Government issues licenses only to a small body of some special 
inspectors, and that would amount to the same. 

932. Mr. Buckley: In answer to the Chairman you said referring to 16e 
exchange business that your real complaint was about the B. C. rate wfafcli 
is fixed by the exchange banks and the other was the question of partial 
•deliveries. You are probably aware that the B. C. rate is merely a rate 
fixed every morning by the exchange banks for the payment of bills due 
•on that particular day or paid on that particular day for which an exchange 
•contract h.is not been entered into up to the night before- It is a rate 
which applies to all the clients of exchange banks, whether Indian or 
European, without discrimination. This rate is never altered during the 
•day except under exceptional circumstances. The amount of exchange put 
through exchange banks at B. C. rates is extremely small. The rate is 
usually fixed at about 1/32 below the market rate but the merchants have 
the option of fixing exchange contracts on which we banks pay brokerage, 
up to the night before the bill is paid. On the B. C. rate the bank pays no 
brokerage at all. T do not know what is your complaint?—^My complaint 
is that you wo\ild not accept a dr.nft of the Central Bank in payment of B. 
C. 
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938. Mr. Buckley : Do you not think that it is a fair rule to make that 
a bank does not accept the draft of another bank in payment of a bill 
for collection except under u penalty of J per cent. ?—I say why should the 
drawee not have the choice to buy a draft where he can get it at a 
cheaper rate? 

934. Mr. Buckley: The bank’s argument will be this. They should 
not be deprived of the profit that they would be getting. The profit in 
the transnc.tion would be only out of exchange and nothing else?—That is 
a different consideration. I think the drawee should have the option of 
buying from the other banks. 

935. Mr. Buckley: He has an option to do so, and he is only asked to 
pay a penalty. He has to pay a penalty for bringing a draft of another 
bank. 

936. You complain about the banking hours?—Our clients say that 
they will have longer banking hours than the exchange banks. As it is> 
3-30 to 4-30 p.M. is a busy hour for us. 

937. If the question of hours was the only obstacle in the way of the 
Central Bank, could they not have got over it by some means?—have 
not considered the question. I will consider it. 

938. T now come to the question of partial deliveries against bills. Do* 
you think that the system of partial deliveries against bills is a good one?—- 
It gives good accommodation to the commercial business men. 

989. Now, you are an experienced banker. In times of depression like 
the present, an importer has imported goods, some of them are saleable 
and some of them are not. In one bill there might have been various 
items. If the exchange bank gives partial delivery, would there not 
a tendency on the part of the importer to take delivery of the goods which 
he can sell and leave the other goods?—^Whether we give partial deHveiy 
or not, it is all the same. If we give the delivery of the goods which are 
saleable, the other goods will remain with the Bank. Goods saleable todiy; 
may become unsaleable to-morrow. 

940. Will that not result in accumulating liabilities?—It all depends on 
the conditions and risk that a bank is prepared to take. If you are putting 
such restrictions now on the commercial community, it will certainly work 
against their interests. 

941. We are not putting any restrictions at all. What we say is this. 
A Bill comes forward for, say, £100 and what do we do? We ask him 
to pay the amount and take away the goods.—But at certain times it will 
he difficult for him to take the whole lot of goods. When you have been 
taking the risk in this connection for so many years, why do you suddenly 
stop it? I have never complained about the reasonableness or unreason¬ 
ableness. My complaint is about the rule which has been arbitrarily laid 
down by the exchange banks. 

942. Do you not consider that this rule would be to your advantage?— 
I do not say so. The complaint is that when this risk was taken by ex¬ 
change banks for so many years, why should it not he continued? 

Chairman: I think that there is a reasonable answer to that. What I 
think is this. As a result of so many years’ experience the exchange banks 
must have thought that they could not give that concession, as it would 
not be in their interest. 
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yVitness : Is it the experience of the exchange banks that giving 
partial deliveries is not to their interest? 

943. Mr. Buckley : We have suffered so much in the past that we 
thought it necessary to have such a rule. I may also say that the rules 
of the Exchange Bank’s Association are for the benefit of the banks 
concerned?—It may be for the benefit of the banks concerned, but what 
about the commercial communities? 

944. If an importer wants deliveries in small quantities, why should 
he not write to the exporter to have separate bills drawn?—^It is all right 
But I say it was necessary to give warning to the merchants that a rule 
will be made to the effect that after three or four months no partial 
deliveries would be given. 

Chairman : Mr. Buckley, you said that the rule was withdrawn after 
sufficient notice. 

Mr. Buckley : I cannot say off hand. It is a good many years since 
the alteration was made. 

Mr. Khaitan: I think it is only two or three years ago. 

Mr. Buckley: I may be wrong, but I think it was after the slump in 
1921. If the committee would like to know I will find out. 

945. If the Imperial Bank were allowed to do exchange business with 
the Government balances, would they not be in a i)Osition to compete with 
the exchange banks?—Yes. We also say that they should not compete 
with the indigenous banks with Government money; it only strengthens 
my argument. 

946. You say that you would support the grant of a license to foreign 
banks if they would provide facilities for training Indians. What do 
you mean thereby?—If foreign banks are made to employ Indians in 
higher positions, then they would put the argument forward that they are 
not properly trained. So, I say if they send their men from their branches 
to the head office for getting training, it will considerably help the bank 
as well as the Indian staff. 

Chairman: My question referred to training generally, and not to 
their own staff. 

TT'it/icss : I am now talking only about their staff. Eor every higher 
grade, instead of importing Europeans from their Home office to India, if 
certain higher positions are to be given to Indians, it will do mutual good 
to the bank and their staff. 

Chairman: That is a different matter. My question was ‘‘Would you 
nialco the grant of license to the foreign banks subject to a condition 
that they should provide training facilities to Indians?” And your 
answer to that question was in the affirmative.—Yes, it is so. 

947. Mr. Buckley : Do you not think that under the existing system 
■of employment of Indians there is nothing to prevent good and ambitious 
men from leaving exchange banks and joining the Indian banks?—It ma^y 
happen in the case of one man. But I say there may be very many such 
persons and where can we find employment for them outside exchange 
banks? There is only one exchange bank. There are no other Indian 
•exchange banks. 

Voi.. Ill 
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948. I am sugggesting to you that there is a greater field?—There is 
absolutely no field at all. As far as my Bank is concerned, I have trained 
my stafi for that Department. That staff is there and unless my exchange 
business increases, I will not require any men from outside. That is the 
position. 

949. You say ‘‘In no country in the world do we find foreign exchange 
banks doing business in such large numbers as in India. In England, 
America, France, Germany, Italy, Belgium and Austria, the proportion 
of foreign banks to indigenous banks is almost negligible.” Is not this 
phenomenon due to indigenous banks in the countries named being highly 
developed?—But where is the time and opportunity given for development 
of Indian banks? The exchange banks have got the first footing. 

950. Mr. Khaitan: You say ‘‘Of the major industries, except the Textile 
Industry of Bombay, there is hardly an industry worth the name which 
can be said to be suffering from want of finance.” Will you kindly tell 
the committee what are these major industries?—In Bombay, iron and 
steel companies, hydro-electric companies, etc. 

t 

951. Perhaps you are thinking of jute mills also?—Yes. 

952. Do you include tea industry and colliery industry also?—Yes. 

953. Are you aware that the tea gardens under European management 
do not suffer on account of want of finance, but there is a great complaint 
from Indians that tea gardens controlled by Indians do suffer from this. 
They complain that they do not get sufficient finance. Is it so?—Yes. 

954. Similarly, as regards the collieries, those under European manage¬ 
ment do not suffer but those under Indian management do suffer?— 
I am talking about those collieries which are under Indians. They do 
come to us for advances and it is probable that they are not getting 
support from the European banks. 

955. Have you heard that some persons controlling several collieries 
had to borrow moneys at higher rates, say at 2 per cent, per month ?— 
From outside or from the banks? 

From banks?—^Yes, I have heard. 

956. Therefore, will I not be correct in thinking that this fact arises 
only in the case of those industrial concerns which are not under European 
management ?—Not exactly. 

957. You just now admitted that tea gardens under European manage¬ 
ment do not suffer from this. Is it not?—Indians do suffer. They may 
find finance at a little higher rate. 

9,58. Do you call 2 per cent, a month a ‘little higher rate’?—It may 
be an exception. 

959. Is it not correct that some Indians find moneys at a higher rate 
and some do not find at all?—Yes, that is so. 

Chairman : Have you any idea as to why these concerns do not get 
accommodation in regard to loans at a lower rate of interest?—It all 
depends on the security and the surplus that the bank may have. 

Mr. Khaitan: You say everything depends on the security?—Yes. 

Chairman: You think that the security plays a great part?—Yes. 

Mr. Khaitan: Y<ni told the Chairman just now that the security may 
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play a great part in such transactions. What do you consider about the 
tea^ gardens ?—They are good securities. But one has to consider each 
individual security. To lend money on tea gardens is part of the banking 
business and we have been doing it on a smaller scale. 

960. Later on you say in the third paragraph of your statement “If 
the banking system of India is to continue in its present form without 
a Beserve Bank, we think an Industrial Bank with Government support 
and having its Head Office at Bombay or Calcutta should be established 
on the following lines, etc.” Do you think that if a Beserve Bank is 
started, there should also be Industrial Bank?—Yes. I stated it yesterday. 

961. You recommend that the capital of an Industrial Bank should be 
fixed at 50 lakhs of rupees to start with. Do you think Bs. 50 lakhs 
would be sufficient?—I say “to start with”. 

962. If the Industrial Bank has a capital of Bs. 50 lakhs, do you 
think that their debentures and bonds will find a good market?—If it is 
found necessary to increase the capital, it may be gradually increased. 

963. Do you think that, if the bank has only Bs. 50 lakhs, the people 
knowing that the Bank is advancing moneys against block would offer 
good market for debentures?—To a certain extent.. Because there will 
be a capital of Bs. 50 lakhs plus the security obtained. 

964.. I believe you agree that it will be better if the Industrial Bank 
can even be started with larger funds?—^The question is whether the 
funds can be at once employed or not. 

965. And therefore you would like to make a modest beginning?—^Yes, 

966. Later on, you say “It may accept deposits for a period not 
shorter than three years.” What is your experience as a banker? Do 
you find people willing to deposit for a period of three years?—The general 
practice is only for twelve months. But if people find a good rate, 
they may. 

967. What do you mean by a good rate?—Something like i per cent, 
more than the running rate. If such a rate is offered, it may have 
an attraction for the public. 

968. By ruling rate you mean the Government borrowing rate?—The 
rate on deposits in the banks. 

969. What is your objection to the industrial banks receiving deposits 
for one year?—Because they will compete with the indigenous banks. 

970. You say “Industrial Bank should not do commercial banking.” 
?ou are surely aware of the recommendations of the Industrial Commis¬ 
sion. In its report, paragraph 289, it says: “It appears to follow that 
an industrial bank with a sufficiently large capital to ensure its safe 
working must, at any rate for some time, combine ordinary banking 
business with its industrial activities to enable it to obtain a return on 
its capital.” What do you say to this?—^Therefore I have suggested that 
there should be only a small capital to start with. I do not agi’eo that 
the Industrial Bank should do commercial business. 

971. You know that in commercial banking there are two forms of 
finance. One is against the block and the other is against the liquid 
assets. Liquid assets are for working capital and the other is against the 
Mock of factories and workshops?—I think that is the proper work of 
the Industrial Bank. 
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972. As regards the latter, finding money on stocks or raw products, 
would you exclude that?—I would not. But I think it can be done 
by the commercial banks. 

973. Suppose the commercial banks are not available?—Then it should 
be done by the Industrial Banks. But the provision should he made in 
the Articles that they are empowered to do that kind of business. 

974. Mr. Khaitan: In this connection I would remind you of some 
questions which were put to you by Mr. Bushforth about the Industrial 
Bank having bills. You said in reply that the Industrial Bank couU put 
forward bills to the Beserve Bank, which would be renewable, and some 
objection was taken on technical grounds that those would not be proper 
bills to give to the Beserve Bank. What I am asking is this: Supposing 
the Industrial Bank were to operate like this; so far as advances against 
block was concerned, the Industrial Bank could sell debentures in the 
market because it would hold mortgages for long periods over the block 
assets?—No, there will be no bills on them. 

975. Chairman'. May 1 refer you to your scheme? You said, talking 
of your industrial bank, that this bank should do no other business except 
financing of industries in their primary stages until such time as the 
concerns can acquire for themselves sufficient credit. Does not that 
confine the operations of your industrial bank to the provision of- capital 
for block?—Yes. 

976. I also pursued the question of the short-term deposits, and you 
were very definite that they should not provide any capital for working 
expenses.—Yes, after the initial stage. 

977. You said that “’it should do no other business”. Would you like to 
modify that statement?—That w’ould not be affected at all. 

978. Why should not the industrial bank be allowed to take short-term 
deposits?—If they take deposits, then they again compete with indigeflous 
banks. 

979. Dr. Hyder: Then you would make a definite statement that it 
should do no commercial banking.—But the industrial bank should riot 
he debarred from making short term advances, if such advances are not 
available from other banks. 

980 . Chairman : Wdio is going to determine that they are not getting 
accommodation for their short term requirements from other banks? 
Immediately competition is started in the lending business the other banks 
will complain, and if there is competition with regard to the receipt of 
deposits, they will complain ag.ain. Who is going to determine all this?— 
I admit theio will be difficulty no doubt. But if the industral bank 
has provided the block and the company is in the running stage and the 
money is required for raw produce, there will be no difficulty for the 
companv to get accommodation elsewhere, that is, with commercial or 
other banks. 

981. Mr. Khaiian'. What other commercial banks?—For instance the 
Imperial Bank would be glad to give accommodation against raw produce. 

982. Mr. Lamond: Do you think that companies with a, charge over 
block wall find it easy to get accommodation against liquid assets?—Wi^h 
a certain margin they would. 
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FOURTH DAY. 


Wednesday, the 20th August 1930. 


Presekt: 

1. Sir Bhupendra Nath Mitra, KC.S.I., K.C.I.E.. C.B.E., Chairman. 


2. Sir Purshotamdas Thakurdas, 

3. Mr. E. W. Buckley. 

4. Mr. Manu Subedar. 

6. Dr. L. K. Hyder. 

6..Mr. W. Lamond. 

7. Mr. E. V. Eushforth. 

8. Lala Harkirhen Lal, 

Bar.-at-Law. 


Kt., C.I.E., M.B.E., Vice-Chairman, 
i 9. Mr. Jadu Nath Eoy. 

! 10. Ch. Mukhtar Singh. 

! 11. Mr. G. K. Devadhar, C.I.E. 

I 

I 12. Mr. Eamadas Pantdlu. 

I 13. Mr. D. P. Khaitan. 


Mr. V. K. Aravamudha Ayanqar, C.I.E., Secretary. 

Mr. E. P. Masani, Joint Secretary. 

Messrs. Shivpratap Josh), Keshavdev Nevatia and Begraj Gupta, repre¬ 
sentatives of the Marwadi Chamber of Commerce, Bombay, were examined. 

(Evidence was tendered partly in English and partly in Hindi.) 

1108. Chairman: You say that adequate supply of finance is of vital 
necessity for the growth and development of industries. It has been sug¬ 
gested that there are other factors as important as the supply of capital. 
Have you considered those factors also?—^The protection granted to the 
industries by the Government is one of the factors. 

1109. Is that the only important factor? We have been told that there 
are other factors besides this.—-Another important factor is the sufficiency 
of capital. 

1110. Therefore, your view is that if the finance were forthcoming and 
Government did afford protection to any extent to any and every industry, 
industries would flourish?—Certainly. 

1111. And that state of affairs would be realised even if skilled labour, 
technical knowledge and practical experience were wanting?—If the field 
is created, then these things will be forthcoming. 

1112. How can the field be created without skilled knowledge and 
labour?—In course of time. When the field ig created, the energies of 
the people will naturally be diverted to the industrial side. 

1113. Is it your opinion that in the first place facilities should be pro¬ 
vided for capital and that Government should also grant protection before 
skilled labour and technical knowledge are available? Is that your real 
point ?—Without adequate finance and protection industries cannot flourish. 

1114. Do you seriously mean to say that there is no field for any sort 
of industry in India? Have we not got cotton mills in India?—^The cotton 
mills are there, but they have not got adequate protection. 

1115. I am not going to discuss hero the question of protection to any 
industry. What I want to ask is whether the cotton mill industry has 
been thriving in several parts of the country?—The cotton mills in the 
mofussil have also their financial difficulties and therefore cannot work no 
well as they ought to. 

i2 
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1116. Have they not been making profits?—^They do make some profit, 
but it is not adequate. 

1117. Then your point is that without protection there is no possibility 
of the industry flourishing. In other words, you want Grovernment to 
provide for what according to the people who are running the industry is 
considered to be adequate profits ?—The profits at present are not adequate. 

1118. Therefore, the criterion for deciding what should be the adequate 
profits should be the opinion of the person or the company running the 
industry. Is that not the point?—The companies that are running for the 
present are not getting as much profit as they ought to. 

1119. Therefore, is it your view that there is no use having an Industrial 
Bank until the Government of the country gives adequate protection to the 
industry ?—Industrial banks are even now necessary to finance the existing 
industries which can run even without protection, but whenever necessity 
arises, protection must be given. 

1120. Therefore, you do not consider protection to be as vital a matter 
as sufficiency of capital?—We consider both are important. 

1121. If they are equally important, and if arrangements are made 
for making capital available through an industrial bank, how can the object 
be achieved?—If protection is not forthcoming competition will remain as 
it is. 

1122. Therefore adequate finance by itself provided by the industrial 
bank will not be of any use?—The industrial bank will help those indus¬ 
tries which are not faced with foreign competition, 

11211. Is it the view of your Chamber that there are many industries 
of that sort that can be floated in India?—^There will be a few at any rate. 

1124. Sir Purshotanidas Thakurdas: Can you name one or two such 
industries as require finance irrespective of protection?—I cannot think of 
any at present, but cottage industries such as handloom industry require 
finance. 

1125. Chairman: When Japan started her Industrial Bank in 1900, 
hud she committed herself to any definite policy of protection?—Japan did 
not feel the necessity then on the assumption that she being a free country 
could introduce protection whenever she wanted. 

1126. Are these two things linked together as you are trying to make 
out?—Japan did not think it necessary to link up the two when they 
started their Industrial Bank. 

1127. Sir Purshotamdas Thakurdas: In fact, do you mean that they 
did not enforce protection when they started the Bank in the hope that 
they could have protection whenever they wanted?—That is so. 

1128. Chairman: But you know Japan had not made itself quite clear 
to herself whether she was for discriminative protection or for free trade 
when she started the Industrial Bank?—That is so, but competition was 
not so keen then as it is now. 

1129. Dr. Hyder: Do you know whether the policy of discriminating 
protection is at present in force or not?—It is in force in one or two cases, 
hut it is net quite so adequate. For instance, in spite of protection granted 
to the Indian cotton mill industry the market is flooded with British goods 
owing to Imperial preference. 
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1130. Are cotton piece-goods manufactured in England produced in 
this country?—Yes. 

1131. That answer is based on the facts of which you have full know¬ 
ledge?—Several of our Indian mills produce fine cloth. However, we have 
not much technical knowledge on the subject. 

1132. Do you want industries to be started in this country only when 
Government gives protection to particular industries?—Whenever protec¬ 
tion is wanted, it must be given. 

1133. Who is to decide whether a particular industry requires protec¬ 
tion or not ?—It can be decided from the fact whether an industry is making 
a good profit or not, and that can be decided by a process of investigation. 

1134. Do you know that at present the Government of India are main¬ 
taining a more or less permanent body called the Tariff Board?—Yes. 

1135. Do you know their functions?—Their duty is to report to the 
Government of India whether a particular industry requires protection or 
not. 

1136. Are you of opinion that the Government should grant protection 
without consulting the Tariff Board and that the Tariff Board should be 
abolished ?—The Tariff Board is necessary, but their recommendations must 
be carried out by Government. Eecently, the President of the Tariff 
Board said that owing to the present mentality of Government the Tariff 
Board could not do anything. 

1137. Chairman : My questions were directed to the fact that capital 
was the only necessity. Then the witnesses brought in^the need for protec¬ 
tion before industrial banks were started. If there were a democratic 
form of Government in this country the chances of getting protection ntiay 
be difficult because there is not only the point of view of the industry 
but the consumer should also be taken into account. I am not at the pre¬ 
sent moment discussing the action or want of action of the present Gov¬ 
ernment. That being so, if protection plays an important element in this 
matter then my point is, is there much use in having an industrial bank?— 
That is the reason why I referred to the system in Japan. 

Therefore am I correct in assuming that the scope of operations of the 
industrial banks which you are contemplating must be limited?—The field 
of course will not be limited, but it will not be of much advantage unless 
protection is also given side by side with the industrial bank. 

1138. You yourself said a little while ago that it is not possible to start 
any big industries without protection. If this is so, am I right in assum¬ 
ing your position that the scope of your industrial bank would naturally 
be limited?—The field for new industries will of course be limited, but 
the existing industries will be benefited. 

1139. If it ie not possible to secure protection for all the industries that 
yon require, would the provision of facilities for additional finance in any 
way improve the situation?—^We require both, additional finance and 
protection. 

1140. Can you mention any existing industry which is suffering from 
want of capital in that direction?—There are several industries which suffer 
for insufficiency of finance, such as cotton industry. 

1141. With regard to the cotton industry your complaint is also want 
of adequate protection?—^Want of finances also. 
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1142. Mr. Manu Subedar: If the managing agent is not a strong party, 
or for some reason has lost his financial standing then is it not vGry 
difficult for any cotton concern to get finance from banks on the s;eounty 
of the company alone?—^Yes it is so. 

1143. Chairman : Does not that difficulty arise from the position 
of the industry? The fact is that it is not in a position of producing an 
adequate return. Does the difficulty for obtaining the capital 6irise from 
this cause or is there any other reason?—^That is one of the reasons. 

1144. What are the other reasons? Can you tell us?—One more reason 
is the weakness of the managing agents. If the managing agents are 
not strong enough, it is very difficult for them to get moneys. 

1146. Now, I will come to specify my point. Supposing this particiilar 
mill was getting good profits, would not some other agencies come forward 
to provide the finances?—But then they would have to pay heavy rates of 
interest. 

1146. Apparently after paying heavy interest, they will be producing 
good returns. Is it not?—If there is such an industry, it is all right. 

1147. You say that the public do not give any encouragement when a 
group of bold individuals resolve to start an individual concern. Is this 
due to the fact that industries are started by private individuals and not 
as a public joint-stock company, or does the difficulty exist even in the 
case of joint-stock enterprise?—There is such a difficulty in both the cases. 

1148. You say t£at in the case of a joint-stock venture, after the initial 
capital has been raised and the industry has been started the problem of 
seeming additional capital soon crops up. What is the additional capital 
required for?—Working capital. 

1149. If it is for the working expenses, why can they not get accom¬ 
modation or advances from banks—from Joint-Stock Banks on the security 
of their outturn?—We do not get as much finance as is necessary. We 
do get a little finance. 

1150. It was suggested the other day that there would be no difficulty 
of getting working capital, if adequate security were furnished. What are 
your views?—Suppose there are bales worth Es. 5,000, we cannot get a 
loan for that amount. We may get only for Es. 3,000. 

1151. Does it mean that the bales of cotton which you refer to me not 
considered by the bank while lending moneys to be an adequate security 
for Es. 5,000?—^Yes. 

1152. Yom idea of having the Industrial Bank is that you think that 
the industries will get finances for the working expenses even though the 
amount may not be fully secured?—At present the finances are available 
on liquid assets. If an Industrial Bank is started, it will take into con¬ 
sideration also the block. 

1153. Is it j'our intention to include in the scheme of the Industrial 
Bank that the Industrial Bank will advance moneys for working capital 
on the security of the immovable property, that is block?—We say that 
the Industrial Bank’s experts will exactly value the position of the industry 
and they will give finances not only on the liquid assets but on the whole 
concern. 



1154. Mr. Khaitan : What he says is that the block will be considered 
by way of margin?—^Yes, block will be treated as margin and we will get 
the full amount on the liquid assets. 

1155. Chairman : You say that debenture capital is drawn largely from 
indigenous bankers. Can you tell the committee what, in your opinion, 
are the reasons for debenture issue not being popular with the general 
public?—Most of the industries have not been very successful and people 
feel very shy of investing in them, 

1166. But indigenous bankers do not feel shy in taking these deben¬ 
tures, even though the industry—I may call it a particular factory—may 
not be working successfully?—An indigenous banker being a local man 
knows more about the position of the factory than the public outside. 

1157. Are you aware of large issues of debentures of a mill or of any 
industrial concern being taken by any indigenous banker?—Most of the 
debentures which are issued are taken by the merchants. 

1158. By merchants do you mean to say Joint Stock Banks?—^No. 
But even those Banks also take. 

1159. Can you supply the committee confidentially with instances of 
industrial undertakings which have been refused facilities by the Imperial 
Bank of India recently?—^No. We cannot give you any instances. 
Bather we do not wish to give instances. 

1160. Not even confidentially?—It is rather a personal matter and we 
■do not wish to give instances. 

1161. My point in asking for this information is that you have made 
such a statement and if you give the information confidentially, we can 
pursue the matter with the other parties. You must realise that refusing 
to give the information confidentially would mean to some extent weakening 
your case. You say in your memorandum “They are stiSening up their 
bank’s policy”. Can yoi^give us instances?—It is a fact, but we do not 
wish to give instances. 

1162. Can you tell the committee what, in your opinion, this tendency 
is due to?—It may be due to depression. 

1163. Does the Imperial Bank demand more security for giving ad¬ 
vances than it used to do in the past?—They do. 

1164. Mr. Manu Subedar: Do they want security or more margin?— 
Yes, they want more margin. 

1165. Sir Purshotamdas Thakurdasi Do you mean that if a certain 
security is worth say Es. 30,000 owing to depression it is valued at a lower 
figure and that if the concern wants more money, they ask for more 
security?—Yes, that is the margin. 

1166. Chairman: That is not called “stiffening up”? There is a 
difference in the valuation?—The Bank’s valuation is somewhat lower than 
our own valuation. For instance, if the cotton is at Es. 210 they will value 
it at Es. 200 and over and above that they will require certain margin. 

1167. Has the Bank followed that arrangement throughout in the past 
or is it their recent tendency?—Whenever there is a depression, the Bank 
■does like this. This complaint is a very recent one and we think it is due 
to depression. 



120 


1168. Yoir sfty that joint stock banks advance money strictly against 
produce, raw materials or such other easily realisable securities and to a 
very small extent on the general security of the industry, i.e., I take it on 
the security of land, buildings, plant, machinery, etc. You yourself say 
that the deposits of joint stock banks are of short term and that it is a 
source of real danger to the bank if these deposits are invested in immov- 
abl'e property. Do you not think that for floating expenses a bank may 
legitimately require the industrial undertaking to give security of produce 
raw material, or other easily realisable assets?—The Banks do not get long 
term deposits and therefore they cannot do so. 

1169. You say that in some cases in Bombay managing agents provided 
the finance on consideration of being appointed agents for buying raw 
material and selling or distributing the products of the industry concerned. 
Have you anything to say on the working of this system and whether it is 
advantageous or disadvantageous to industries?—It is not advantageous. 

1170. Will you kindly give your reasons?—It is more costly. 

1171. You say that special floating capital requirements are to a cer¬ 
tain degree supplied by Ruling Princes, indigenous bankers and merchants. 
Can you tell the committee what you mean by special floating capital re¬ 
quirements?—In certain cases it happens that when an industrial concern 
is completed, it is found that more funds are required for its improvement, 
and the capital which is required for the extension and the improvement 
will be called the floating capital. 

1172. That capital will not be a floating capital. Will you call it 
floating capital or block?—Yes, floating capital. It is repayable earlier 
than block capital. 

1173. Can you tell the committee what are the terms on which finance 
is given by ruling princes, indigenous bankers and merchants?—Compara¬ 
tively, the rate is higher. We have to pay a veiw high rate of commission 
to the intermediary party in arranging the loan^ 

1174. Mr. Manu Snhedar: Have you to pay this colmmission every time 
when the loans are renewed?—^No. 

1175. Chairman: Can you give roughly any idea of the rate of interest, 
taking the commission into consideration?—It is 2 per cent, or 3 per 
cent, higher. 

1176. Sir Purshotamdas Thalcurdas: Do you think that such finance ia 
more costly than the finance obtained from the banks?—Yes. 

1177. And therefore the terms are more stringent?—Yes. 

1178. You say that the Imperial Bank of India which is in a position 
to undertake industrial banking in a certain measure is pi'ohibited from 
doing so by law. Do you approve of the prohibition?—!So long as the- 
Industrial Bank does not come into existence, we do not favour it. 

1179. Mr. Manu Subedar: Please ask them this question again. 

1180. Chairman: Do you approve of these prohibitions?—No, they 
should be removed. 

1181 Sir Purshotamdas Thakurdas: Is it because you would like the 
Imperi.al Bank to be able to give finance at a cheaper rate than it is at 
present available?—Yes. 
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1182. Chairman : In paragraph 6 of your memoranduta you refer to the 
fact that the usual rate of interest of Banks on loans and advances to 
industries is generally the bank rate and that in some oases it is even 
higher. Is it your intention that the Industrial Bank proposed by you 
should make such loans and advances at rates lower than the Bank rate? 
When it is busy season the rates go from 1 per cent, to 2 per cent, 
higher. We want that the Industrial Banks should give us finance at the 
Bank rate. 

1183. Is it 2 per cent, higher?—Some times it is 2 per cent, higher. 
But generally it is 1 per cent, higher. 

1184. Your statement now is quite different. In your memorandum 
you have put only 1 per cent, higher than the Bank rate.—It is not our 
grievance. We want to make the position quite clear as to how they are 
getting the finance. 

1185. If the Industrial Bank lends you money either at the Bank rate 
or at 1 per cent, above the Bank rate, will you consider it to be sufficient 
for the purpose?—The Industrial Bank should not charge a rate higher 
than the Bank rate. Whenever the Bank rate goes very high, the Indus¬ 
trial Bank must not charge that higher rate. 

1186. Therefore, in some cases the Industrial Bank should lend money 
at a rate lower than the bank rate?—^No. 

1187. Mr. Khaitan: Sir, I understood them to mean that in the slack 
season the banks give advances at the bank rate; in the busy season when 
the Imperial Bank rate goes up, then the rate of interest on which money 
is advanced also goes much higher. That operates very harshly on the 
industry; therefore the Industrial bank should not charge a higher rate of 
interest than the Imperial Bank. 

1188. Chairman : You say that in Germany, France and Japan the res¬ 
pective Governments have in certain cases themselves contributed from 
State coffers a substantial part of the capital. Can you kindly tell us what 
cases you have in view and the nature of the State contribution?—Some 
Japanese banks have informed us that State help is given. Besides we 
have read about it in books. 

1189. Then you should be able to tell us the nature of the contribu¬ 
tion.—Government purchase shares. 

1190. You give as your reason for your preference for a single Indus¬ 
trial Bank for the whole of India with a limited number of branches in 
industrial centres to a number of Provincial Banks of the type the fact 
that the latter is not practicable in the existing conditions of this country, 
specially the financial position of the Provincial Government. Is it your 
view that under present conditions it will be more practicable for the Central 
Government to find 15 to 25 lakhs a year than for each Provincial Gov¬ 
ernment to find, say 1 to 2 lakhs a year? What are the other conditions 
yOu are referring to?—Yes, the Central Government can find the money. 
Instead of starting so many banks in the provinces, a central industrial 
bank should be started for the whole of India. 

1191. S'o, to that extient you qualify the statement you made?—^There 
is no need to modify that. 

1192. You want to start an Industrial Bank with an initial capital of 
8 crores. Can you tell us how you have arrived at this figure, particularly 
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because with reference to certain questions asked by me earlier you ad¬ 
mitted that, to start with, the scope of operations of the Industrial Bank 
would be very limited?—By providing at the rate of 30 lakhs for each 
province. 

1193. Do you think it is adequate?—Judging by the held for industrial 
development, it is not adequate; but it can be supplemented later on. 

1194. In view of the annual expenditure which Government may have 
to meet in connection with the Bank, do you intend that Government 
should have any control over its management? It has been suggested in 
this connection by another witness that Government should have two re¬ 
presentatives on the Directorate of the Bank with the right to veto any 
loan if both agree. What are your views on this suggestion?—The direc¬ 
tors should be elected by the Assembly. 

1195. WiU they all be members of the Assembly?—They may or may 
not be from among the Members of Assembly, but they should be elected 
by the Assembly. 

1196. Mr. Mann Suhedar: According co the present constitution of the 
Government?—If the Finance and Commerce Departments are transfeiTed 
to the Ministers, then Government can send their representatives direct. 

1197. Chairman: That means that the Government must undertake to 
meet this money year after year without having a voice in ensuring them¬ 
selves that the money was being properly spent?—The money spent by 
the Government is public money after all. We do not think any rigid 
control is either necessary or advantageous. Veto must be applicable only 
when the experts do not favour a particular scheme and the loan is granted 
by a narrow majority. 

1198. Would these experts be servants of Government or of the bank?—. 
Servants of the bank. 

1199. Therefore, would that control at all be eSective? That is. Gov¬ 
ernment should veto only after these experts, who being servants of the 
bank must naturally yield to the wishes of the bank, say that a loan should 
not be given?—We are not keen on the experts being appointed by the 
bank. 

1200. You were talking about the constitution of Government. It may 
happen that the development of industries in the provinces is wholly 
brought under the control of the local ministers, while the executive 
Government at the centre may not be responsible to the legislature. How 
would your scheme about a central industrial bank work under those 
conditions'-’ Even now the development of industries is a transferred sub¬ 
ject in ’uh^ provinces. It is possible that under the new constitution the 
powers of the ministers may become greater, while there may be no 
change in the central Government in the matter of responsibility to the 
legislature. Under those circumstances, how would your scheme work?— 
The Central Government can work in co-operation with the Provincial 
Governments as at present. 

1201. My point is that the ministers will be responsible to their legisla¬ 
tures, while the councillors in the Central Government will not be respon¬ 
sible to their legislature?—It will all depend upon what constitution is 
brought into force. We think that under the new constitution the Central 
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■GoTemment should also be responsible to the legislature. Even if that 
does not happen, the scheme can be made applicable with certain modi^ea- 
tions. 

1202. Lala Harkishen Lai: Banking at present is a central subject. 
Would it then become a transferred subject? 

1203. Dr. Hyder: Agriculture is at present a transferred subject and 
the provincial ministers do work in co-operation with some organisation 
at the centre. Would such a system be workable in future should there 
-oe a very substantial measure of transference of power in the provinces 
and no transfer of power at the centre ? 

Chairman: I would not put that question, since it is wholly constitu¬ 
tional. 

Mr. Ma.nu Subedar: Sir, I understood their answer to be that their 
present scheme is based on the belief that there will be substantial transfer 
of control; but should it not happen, the scheme could be worked with a 
few modifications here and there. 

1204. ^ou say that an Industrial Bank should be started with a capital 
-cf 3 crores which may later be increased to five crores. Do you con¬ 
template that the bank should in addition issue debentures to increase its 
capital?—If it becomes necessary, the Bank may issue debentures. 

1205. Do you intend that your Industrial Bank should accept deposits 
for the pubho;— 

(а) for periods not shorter than 3 years ; 

(б) for periods shorter than 3 years?— 

They must take long-term deposits. 

1206. Would you impose any restrictions on the operations of your 
industried Banks’ financing? Would its loans be confined to expenditure 
in block cr would you allow it to grant loans to meet working expenses 
under certain conditions? Would it entertain any proposal for the grant 
of a loan tc a company until the latter has secured a certain amount cf 
paid-up capital?—Only when a certain amount of paid-up capital has been 
secured should they think of lending out. 

1207. Have you any idea of what the amount should be?—50 per cent. 

1208. You say that there is discrimination in favour of the foreigner 
and against the Indian In the matter of facilities for financing foreign 
trade. B has been suggested by one Indian banker that banks in India 
have no source of information to determine the credit of their clients and 
that the clients do not produce their balance sheets to enable the bank 
to determine their financial position. Have you, therefore, anything to 
•say to the suggestion that this apparent discrimination is probably due 
to the fact that the European houses and merchants furnish balance sheets 
to the bank, while the Indian merchants and houses do not do so?—We 
think that even if Indian merchants showed their balance sheets, they 
would not get the facilities which the European merchants at present 
•enjoy. 

1209. Can you support this statement by any example?—There are 
instances, but we cannot name them. 

1210. You say that exchange banks finance foreign exporting houses 
•for moving goods from upcountry to the port and that similar facilities are 



124 


not available to Indian exporters. It had on the other hand, been con¬ 
tended by some witnesses that Indian joint-stock banks are subject to- 
keen competition from exchange banks in financing such internal trade. 
Can you give the Committee any idea of the extent to which Indian joint- 
stock banks finance the internal trade of Indian—The Exchange BanKS 
only favour foreign trade at the expense of inland trade. Indian merohanuS 
do not get such facilities from Indian joint-stock banks. 

1211. In regard to the financing of inland trade up to the ports, vou 
say that there is great competition between the joint-stock banks and the 
foreign exchange banks. If that is so. it does not bear out your particular 
grievance'!—But the fact remains that Indian merchants do not get 
financial facilities. 

1212. Even if the goods are locked in the warehouse as securities?— 
Yes. 

1213. And do you say that the Indian joint-stock banks do not provide 
finance even if the produce was pledged as security?—They do make 
advances, but the pity is that they have not got the warehouses nor the 
other requisite resources. 

1214. We were told by one prominent Indian banker that in regard 
to this business because of the competition of the foreign exchange banks 
they are not able to do touch?—It might be so. 

1215 Gan you tell the Committee what in your opinion are the ’•casons 
why the Indian joint stock banks do not help the Indian exporters in¬ 
providing facilities for the movement of goods from up-country to the 
ports?—Because they are not in a position to do so at present. 

1216. Mr. Khaitaii: WJiat you are thinking of is the ccmpetition of' 
the Indian merchant with the European merchant?—Yes, 

1217. Do you suggest that the foreign merchants trading in India get 
facilities from the exchange banks at much better terms than the Indian' 
merchants can possibly get in the Indi.an market?—Y’es. 

1218. And, therefore, do you want to convey to this Committee that 
the Indian merchant finds it difficult to cotopete with the European mer¬ 
chant in the business with regard to proper banking facilities?—Yes. 

1219. Lala Harkishen Lai: 'What T understood the witness to say was 
that the exchange banks help the foreign trader very much in the mutter 
of financing and movement of (roods while the Indian trader finds it diffi¬ 
cult to get such a good accommodation. 

1220. Mr. Buckley: I think the Exchange Banks Association in their 
memorandum have stated that they do not advance moneys at the ports 
against goods up-country. I think my friends on the other hand have in 
view what the Jananese Banks are doing in regard to this matter. The 
witnesses; in their -written memorandum have stated clearly “If a foreign 
export house receives intimation in Bombay that his agents have pur¬ 
chased goods up-country, he itmmediatcly appr.oaches an Exchange Bank 
which advances to him a substantial portion of the purchase value of tha 
goods up-country”. So the position is quite clear. They are evidently 
referring to the dealings of the Japanese Bank in Bombay. So far as t 
know, the Exchange Banks do not do so, at any rate, certainly not in 
Calcutta in connection with the jute trade. 
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1221. Chairman: The Indian banks are concerned only in financing 
goods up to the port and the exchange banks finance the trade from the 
port to the shipping destination?—We think that if Indian banks do 
exchange business also they can help the foreign trade of the country. 

1222. Do the Indian banka finance exchange business at present or 
not ?—They cannot do so properly at present. Supposing I am an exporter. 

1 will purchase goods up-country and send them to Bombay for expert. 
When the goods reach Bombay I would like to export them straightaway 
without depositing the same in the banks’ godowns and paying extra cost 
for the same. But this process of work which entails the actual export 
from the stage when the goods have reached the port, up to the point when 
the goods are delivered at their destination is done by the Exchange Banks 
And the Indian banks do not finance this business. 

1223. Mr. Buckley: But who prohibits the Indian banks from doing 
that business?—Because ot competition and the lack of facilities they are 
not able to do so. Wo want that Indian b-anks should have facilities 
similar to those enjoyed by the Exchange Banks to-day or that the Ex¬ 
change Banks should offer to their Indian constituents the same facilities 
as they are offering at present to their European clients.' Either the 
Indigenous banks should do exchange business or the foreign banks should 
give facil'ties to the Indians. 

1221. Is it not a fact that Exchange Banks in places like Amritsar do 
buy export bills of Indian merchants drawn on foreign countries?—I have 
no idea of conditions up-country. 

Lola Harkislien Lai: What happens is this. The Indian joint-stock 
banks finance exports from the mandi up to the station from where goods 
are exported Now there is a blank from the railway station to the port 
and that blank costs money to the Indian merchant, while in the arrange¬ 
ment of the Exchange Banks with their European customers there is no 
break. That is the position. 

1225. Chairman: Cannot an Indian joint-stock bank, say the Central 
Bank of India, fill the gap ? 

Lala Harkishen Led: That is a point for us to consider. Possibly it 
could be done if they could get the bills of lading thdmselves. 

Chairman: Can you tell the Committee what part is played by the 
Imperial Bank of India and by the indigenous bankers in this connection?— 
The Imperial Bank takes the hundis of merchants up-country. They pro¬ 
vide funds there on darshini hundis and the indigenous bankers act as 
commission agents also. Generally speaking, the Imperial Bank finances 
the indigenous bankers in this way. 

1227. Who finances more, the Imperial Bank or the indigenous banks? 
—The Imperial Bank finances to the extent that they accept the hundis, 
but the financing done by the indigenous bankers is greater. 

1228. Therefore, if we contemplate a scheme of preserving the indigen¬ 
ous banker, the best remed^y would be in the direction of persuading him 
to reduce his interest charges. Is that so?—Yes. 

1229. But what about the Exchange Banks? Do they charge lower 
rates for that purpose?—-They advance money and charge interest onfy 
from the time the goods are purchased. 
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Mt. Buckley : The witnesses are under the impression that the Excliange 
Banks as a rule give advances in the ports against goods purchased up- 
country. That, I say, is not the case. As I have already said, only the 
Japanese Banks do such business in the Cotton trade. What we do in 
Amritsar, for example, in the shipping of skins is that we discount; the 
hundi drawn in Amritsar to cover the cost of transport up to the port. 

Lala Harkishen Lai: Mr. Buckley is talking of Amritsar, but what I 
understood these gentlemen to mean is that they do not even get what may 
be called a floating credit from the exchange banks and therefore they liave 
to get their finance from various parties. 

1230. Mr. Lamond: When the Japanese cotton firms send their agents 
to buy cotton, they inform the Japanese banks that they are going to 
buy cotton at a certain place and ask them to open credits for whatever 
amounts they require. Japanese agents up-country draw bills on the 
Japanese Bank in Bombay, rail the cotton to Bombay where it is held 
until it is shipped to Japan. Then the Japanese Bank discounts the 
bill on the Japanese Bank in Japan. Other exchange banks do not 
give these facilities in export. 

1231. Lala Harkishen Lai: Mr. Buckley thinks that they advance 
moneys on goods. It is not so. They buy goods after having received 
finances from the Exchange Banks either on security or a letter of credit. 

Chairman : That is what I am going to find out. 

Lala Harkishen Lai : You may enquire whether they get the finanoea 
on the goods tmortgaged or not. 

1232. Chairman : You have listened to what Lala Harkishen Lai has 
said. In view of that do you wish to stand by your statement or do vou 
wish to modify it?—We stand by our statement. I may give one example. 
Suppose a man buys cotton at Khandwa. He buys cotton from his own 
money or with money borrowed from somebody. With actual imoney he 
buys cotton. It is not an advance from any banks or by anybody. When 
he has to buy cotton further, what does he do? The Bank discounts, 
the hundi but while doing so the Bank takes care to see the strengthi 
of the party and his limit. A Hundi is drawn on his Bombay branch or on 
his commission agent at Bombay; they get money and again buy cotton. 
That cotton is sent by rail to Bombay. When the goods reach Bombay, the 
commission agent gives the railway receipt to a bank and thus gets his 
Hundi discounted in the bank. 

1233. Sir Purshotamdas Thakurdas: Would I be correct in saying that 
when you are dealing with this question you do not mean about an Indian 
exporter or Indian middleman who carries cotton to Bombay?—Exporters 
are also there. 

1234. What you are complaining about is about the Indians who buy 
cotton in up-country and sell it in Bombay?—^Yes. 

1235. But you have not mentioned anything about the Indian exporter 
who exports directly?—We say there are some. 

But there are not many. Take the ease of Khandwa. A man buys 
cotton with his own money. Then the ginning and pressing take place. 
Then the cotton is pressed into full pressed bales which are afterwards sent 
to the railway station. Then he discounts a bill with the Imperial Bank 
or any exchange bank at Khandwa. There you have free competition 
available between the Imperial Bank, indigenous banks and the Indian 
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bsnk, whoever discQunts the drafts. The cotton comes to Bombay and 
the commission agent pays for the hundi by borrowing from some banks. 
You quote an instance of the Japanese Banks. What you mean to say ia 
that you have to require finances three times whereas the Japanese 
exporters require only once. 

1236. Chairman: Have you got solme other instances with regard to 
dealings of other export houses except the Japanese houses?—We ^.^lmV 
others also get finance in this way. 

1237. Can you name, for instance, some individual firms?—Ralli 
Brothers, Volkart Brothers. We think they are getting the same facilities 
from the exchange banks. 

1238. Sir Purshotamdas Thakurdas: They are much bigger concerns 
than an average Indian banker, so they Imay be getting or may not be 
getting facilities. They may have been doing business with their own 
money. Are you very definite on that point?—No. Our up-country 
clients say that all these firms get finances in this way. 

1239. Chairman: You say that preferential rales for conversion of 
rupees into sterling and other foreign currencies and vice versa are under¬ 
stood to be given to foreign traders as compared to Indian traders. Can 
you kindly supply the committee with any facts and figures to support this 
allegation?—It is a fact. We have been informed by some of the members- 
of our Chamber that this sort of thing is going on, but we have been asked 
by them not to disclose their names. 

We really want to pursue the question. It is said that preferential 
rates are given by exchange banka to non-Indian customers as against 
Indians. We are pursuing this because this allegation has been made. If 
you are not willing to supply full information confidentially, you mast 
realise that the committee’s work in investigating matters is bound to bo 
impeded. 

12-40. Mr. Manu Subedar: Can you not supply the information without 
naming the persons?—No. 

1241. Chairman: The other day one of the Indian witnesses showed us- 
even documents in a confidential way, and therefore we are pursuing ♦ho 
matter.—We are not in a position to give you this information. 

1242. Mr. Manu Subedar: You can give the information ■without dis¬ 
closing the name of the persons. That will help us to find out to what 
extent the allegations are correct. 

Chairmai*: Mr. Manu Subedar, I am not prepared to agree to that 
suggestion. The committee should have the actual instances. 

Sir Purshotamdas Thakurdas: I do not think you can press them to 
give the information. 

Witness : We say it is quite natural that if there is a man from our 
own country and there is a man from other country, we shall give pre¬ 
ference to the Iman from our country. 

1243. Chairman: That is another matter. You say that exchange 
banks demand higher margins in the case of Indian traders for opening 
of credits. Can you tell the committee what margin is required in the 
case of Indian and non-Indian traders respectively?—Generally, bankn 
ask for a margin of 83 1 /3 per cent. As far as we have come to know, 
non-Indians have been given credits ■without any margin at all, or 
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some get credit only on 10 per cent, or 15 per cent, margin. Here the 
position is quite different. In the case of Indians the margin is 33 1/3 per 
cent, but in the case of non-Indiana there may be nothing. 

1244. In the case of non-Indians it is also generally l/3rd margin or 
IS it not?-—-As far as we know, it is lower in their case. 

1245. Mt. Manu Subedar: Can you tell us whether the credit given is 
on documents or not?—It is the documentary credit we refer to. 

1246. Chairman: You propose the imposition of certain restrictions 
upon the foreign banks so as to protect indigenous joint-stock banks and 
to make the former modify their present policy of indifference to Indian 
interests. Will not the effect of such restrictions be to antagonise the 
foreign banks instead of conciliating them and making them more mindful 
of the interests of Indians?—The imposition of certain restrictions will, we 
think, be helpful to Indians. 

1247. Do you know that Japan started a fresh venture in foreign 
exchange in the year 1880-1882? Up to that stage there' the foreign 
exchange transactions were entirely in the hands of the foreign bankers. 
Have you any knowledge if at that stage Japan did impose any restrictions 
as you contemplate to secure your object?—We have no knowledge of them, 

1248. You say that a strong Indian exchange bank should bo established 
either by floatation of a new concern or by conversion of one of the existing 
Indian banks. It has been pointed out by one Indian banker that to open 
a branch in London and to maintain it up to style and on correct lines, 
the institution should be in a position to sacrifice about Us. 60,000 per 
annum for at least three years and to meet unforeseen losses resulting 
from want of practical experience. He has also added that for the success 
of the institution, the co-operation and good-will of the Exchange Banks are 
also necessary. He has further pointed out that to expect a branch to he 
self-supporting within three years of its existence would be too optimistic 
in view of the strong position of the exchange banks and the very narrow 
margin on which the branch must work to attract business, Gan you 
tell the committee whether this consideration weighs in your mind so as to 
modify in any way the suggestion you have made?—No. 

1249. How are you going to secure the co-operation of Exchange 
Banks?—I think if there are restrictions on the exchange banks, similar 
to those imposed in other countries, they will serve the purpose, 

1250. Do you want those restrictions to fall in line with those of the 
other countries ?-—Yes, because that will help u's. 

1251. You say that the rates charged by Port Trust authorities in Bom¬ 
bay for storing imported goods in bonded warehouses are very high. Have 
you any suggestions to make with a view to reducing these charges?—We 
have no specific suggestions to make at the present moment. This subject 
should be discussed by a committee of experts. There ought to be a com¬ 
parison made between the rates for guidance. That will gwe an idea 
whether the rates are really high. 

1252. Do you want it done by a sub-committee or this committee?—By 
any committee, either this or a sub-oommittee. 

1253. Sir Purshotamdas Thakurdas : You know that godown rents in 
Bombay go up and go down in accordance with supply and demand, 
one year the rate may be one and in another year quite different. 
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can you alter it? Instead of having fixed Port Trust charges do you liko 
that they should vary from time to time?—Yes. 

1254. Even though it turns out to be dearer?—We do not think it will 
be dearer. 

1255. You say that Indian fanpera have no holding power and have to 
part with their produce at very low rates below world parity. It has, on 
the other hand, been pointed out by some of the Provincial Committees 
that it is dangerous for the ignorant peasant to hold his produce, especially 
cotton, the prices of which are subject to wide fluctuations due to world 
factors. Have you any observations to make on this suggestion?—We do 
not agree with the view. We say that in spite of the fluctuations the 
holding power is necessary. If an agriculturist loses his holding power, 
the prices will go down in comparison with the world prices. 

1256. Lola Harliishan Lai was on the Punjab Committee and he says 
that committee has been told that this power would be detrimental to the 
interests of the agriculturists?—^What we say is this. There is a man who 
wants to hold on, but owing to want of money he has to sell. Therefore 
we say that the holding power should be there. 

Lala Harliishan Lai-. What we feel is that there is a tendency during 
the last few years of the prices going down and the people who came before 
Us as witnesses said so. Our advice was no doubt non-committal because 
we had not facts and figures before us. 

1257. But do you suggest that, therefore, the holding power should be 
there or not? 

Lala Harliishan Lai: The present witnesses have taken a very long view, 
say of 25 years. We have taken the view of a few years. They are 
thinking of their business about 25 years hence and we take the view of 
recent years. So, there will be a difference in these two cases. 

1258. Chairman : If the Government were to provide the agriculturists 
with the warehouses as is mentioned in your statement, then they may 
perhaps take the risk of holding their produce. That is what you say?— 
Yes. 

1259. Mr. Muhhtar Singh: In the Punjab report they say about the 
capacity of holding and not the holding powef. 

Chairman: Capacity of holding and holding power are one and the same 
thing. 

Mr. Khaitan: Perhaps, Mr. Mukhtar Singh Imay not agree with the 
Punjab Committee. 

Chairman: That is a different thing. 

1260. Mr. Bamadat Pantulu : The Madras committee and the Bornbay 
committee have taken a different view of the matter. Tt is quite possible. 

Chairman: I am simply referring to the point because Lala Harkishan 
Lai stated that the prices have been continuously going down and this 
holding power if granted, will naturally result in incurring losses. 

1261. Chairman: You say that some warehouses may be established 
and w’orked with the assistance and under the control of Government. 
It has been pointed out by one Provincial Committee that a large mea¬ 
sure of Government control would hardly conduce to the popularity of the 
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warehouses and that overhead charges in such cases would also be too higbi- 
for the producer or trader. Have you anything to say on this point?— 
The godowns should be recognised by the Government. 

1262. With reference to your observations regarding the establishment 
of warehouses with Government assietance, will you kindly tell the 
Committee what sort of Government assistance you have in view?—Gov- 
ermnent should, wherever possible, finance these godowns. 

1263. It has been suggested that one formidable difficulty in the way 
of the establishment of these warehouses is the variety of crops growm 
in India and the difficulty of standardisation. Do you agree to this sug¬ 
gestion and if so, have you any remedies to suggest?—Standardisation 
should be introduced wherever possible. Certificates should varv accord¬ 
ing to the nature of the goods stored in the godowns. 

1264. Chairman ; You have given a definition of the word ‘bank’. If 
the object of restricting the use of the word ‘bank’ is to protect the 
public, especially in the matter of deposits, do you not consider some pro¬ 
vision is necessary for regulating the business of firms and individuals 
that receive deposits?—We do not consider it necessary so far as native 
firms are concerned. 

1265. You are not in favour of licensing joint stock banks’?—No, we are- 
not in favour of that. 

1266. You say that a bank should not commence business until 25 
per cent, of its subscribed capital is paid up. Would you also fix any 
minimum for subscribed capital in order to ensure tbe strength' and sound¬ 
ness of the bank?—One lakh at least. 

1267. You say that a foreign private bunking firm or individual- 
should not be termed a bank and should be prohibited from taking bank¬ 
ing deposits from the public. Can you tell the Committee what firms or 
individuals you have iu view?—Certain foreign firms, are taking deposits, 
such as Messrs. E. D. Sassoon and Company, and the Japan Cotton 
Company. 

1268. You propose that Indian indigenous bankers who are private- 
firms carrying on banking business should be allowed to continue their 
business without any hindrance or restriction but suggest that foreign 
private banking firms and individuals should bo prohibited from taking 
banking deposits from the public. Will you kindly tell the Committee 
what your reasons are for making this discrimination?—The only reason 
is that the deposits paid to indigenous hankers and private companies 
are used only for the benefit of Indian trade and industry', while the de¬ 
posits paid to foreign banks are generally used to benefit foreign countries. 

1269. Dr. 'Hyder : I want to know whether the Indian indigenous 
hankers have been losing ground steadily, for instance in Eajputana and 
Marwar?—The business has gone down considerably. 

1270. Are there still big indigenous hankers in that part of the country, 
like the Jagat Seth?—^There are, but they are not having flourishing busi¬ 
ness. They make money from other sources but not much from bank¬ 
ing. 

1271. Chairman: You say that no foreign bank should be permitted 
to receive banking deposits from the Indian public unless and until it 
satisfies certain conditions. Supposing that foreign banking companies 
do not conform to these conditions and are not allowed to receive depo¬ 
sits, are you sure that the deposits now attracted by them will all be- 
diverted to the Indian banks?—Most of them will be diverted. 
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1272. It has been , suggested that such restrictions on foreign banks 
instead of advancing.. the interests of the Indian people will rather with¬ 
draw .from them, the existing facilities in regard to foreign trade ahd 
to that extent prejudice their interests. Have you anything to say 
against this suggestion ?—Wb think that foreign banks and foreign mer¬ 
chants are trading in India for their own profit. 

1273. You complain against the step-motherly treatment meted out 
to Indian traders by non-Indian exchange banks. Can you give the 
Committee some specific instances of such treatment?—We cannot give 
any specific instances. 

1274-. You say that any application by a shareholder for instituting 
criminal proceedings against a bank should be permitted only if the 
court after a preliminary enquiry is satisfied that a criminal proceed¬ 
ing is warranted. Have you considered the effect of this suggestion on 
the confidence of the public in the bank, that is to say, will not the 
approval of the court for launching criminal proceedings be tsdren by the 
public to be a prima facie proof of fraud leading to disastrous results, 
though actually the allegation cannot be considered to be proved until the 
criminal proceedings are over?—We had in view at the time only such 
instances in which there were not sufficient grounds for prosecution. 
But now we consider that there will he no necessity for adopting such a 
procedure. 

1275. You say that the main causes for the diminution in the currency 
cf muddati hundit are the high stamp duty and the fact that joint stock 
banks have ceased discounting such hundit as freely as before. Can you 
tell the Committee what this tendency on the part of the joint stock 
banks is due to and what steps should be taken to encourage the greater 
use of these hundit by the joint stock banks?—We think that if it is 
proposed to connect indigenous banks with the Eeserve Bank, the hmidi 
business will increase considerably. We recommend that the stamp duty 
on muddati hundit should be abolished and that when the Eeserve Bank 
comes into existence, these indigenous bankers should be connected 
with it. 

1276. What is your proposal regarding the linking of these banks with 
the Eeserve Bank?—If the stamp duty is removed, there will be many 
endorsements on the hundi. Now. for instance, if we give or take de¬ 
posits, say, for two, three or four months, it is on a current receipt which 
we cannot easily negotiate. If the stamp duty is removed, the current 
receipt will be converted into a muddati hundi in which case the banks 
viill be willing to discount it. That is why we recommend the removal 
ol the stamp duty. 

1277. Do you mean to say that with the removal of the stamp duty, 
the muddati hundi business will again prosper?—Yes. 

1278. You say that until such time as the Eeserve Bank is e&tablish- 
i d the Imperial Bank should be prohibited from opemng branches in the 
mofussil. It has been suggested that even after the Eeserve Bank is 
established. Government should regulate the opening of branches in the 
mofussil with a view’^ to ensuring that a place which is already provided 
with adequate banking'facilities is not chosen by any bank for opening 
additional branches. Do you approve of the suggestion?—No, we do not 
Approve of the suggestion. 

K 2 
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1279. You put forward certain proposals for the appointment of shroffs 
as agents of the Imperial Bank during the period the Imperial Bank 
continues to act as the bankers’ bank. Have you any modifications to 
suggest in your proposals to suit the period after the Eeserve Bank is 
started? If the Reserve bank is started, it will be the bankers’ bank and 
the branches of that bank w:ll be established in different provinces. In 
that case there will be no need to .appoint shroffs as agents of the Eeserve 
Bank. We have already recommended this in paragraph 45 of our ■written 
memorandum. 

1280. You say you do not favour the idea of licensing the indigenous 
hanks. In paragraph 45 you say that there should be, along with a sche¬ 
dule of joint stock banks, a schedule of shroffs to whom certain recog¬ 
nised financial facilit.es should be given; and then you say that the shroffs 
who may conform to the standard fixed therefor should be included in 
the aforesaid schedule. Does not that amount to licensing?—They can 
only be licensed for the purpose of getting discount facilities from the 
Eeserve Bank. 

1281. Mr. Buckley: In answer to a previous question: can you tell 
the Committee what margin is required in the case of opening of credits 
in respect of Indian and non-Indian traders respectively?—you stated 
that in the case of Indian traders the exchange banks demanded a margin 
of 33 per cent. Another Indian Chamber has put down a percontnye of 
10 to 15. In view of that do you wish to modify your statement?—That 
may be for confirmed bankers’ credits. 

Mr. Buckley: I think that should be made clear. 

1282. Chairman: Are you referring to irrevocable credits?—No. We 
are referring to the confirmed bankers’ credits. 

1283. Mr. Buckley: Therefore the answer should be corrected to bring 
cut that 33 per cent, is for the confirmed bankers’ credit.—Yes. 

1284. Mr. Buckley: You say that no foreign banks should be per¬ 
mitted to receive deposits from the Ind’an public. I think you have given 
this question very careful consideration. It has been suggested that if 
exchange banks are debarred from accepting deposits, they will have, or 
rather they should have, to bring funds to India from the foreign countrieB 
in order to finance the foreign trade in India. Is that so?—^Yes. 

1285. How will they bring those funds from foreign countries, say, 
from London?—They will bring them when they require them. 

1286. In what form will they bring them out?—By selling exchange. 

1287. To whom will they sell exchange?—To importers. 

1288. But the balance of trade is in favour of India; and if they were 
all bringing out monies at the same time, to whom will they sell then? 
One bank could not sell to another; the Government remittance pro¬ 
gramme is limited; the foreign trade amounts to 600 crorea; to whom will 
they sell?—^If they want to bring out money, let them bring out gold. 

1289. I put it to you that during particular seasons, you know the 
exchange banks advance monies to merchants on the securitv of their 
produce and you also know of a season when overdrafts are liquidated by 
the sale of bills. At one time therefore the banka all become sellers 
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and at this time of the year the exchange rate would be driven to upper 
gold point. Is that so?—Yes, it might be so. 

1290. It has also been suggested that these funds which the exchange 
banks bring out to India together with their Indian deposits, which it is 
thought could be diverted to Indian banks, would be very difficult to 
employ suitably. What is your opinion? When new industries are 
opened, they could be financed. 

1291. It has been suggested by one prominent Indian banker that 
the co-operation and goodwill of the exchange, banks is necessary for 
Indian joint stock banks to do exchange business in India. What do you 
think of that satement?—We do not think that there will be any difficulty 
about it. 

1292. Mr. Bcvadhar : You said that profits earned by the Mill industry 
at present are not adequate. Could you kindly give me some idea as to 
what you consider adequacy of profits for a concern like this?—Say, a 
return of 8 to 10 per cent, on the capital investment. 

1293. You have complained against the penetration of the foreign ex¬ 
porters’ agents into the innermost agricultural centres where they pur¬ 
chase the goods for export to foreign countries directly from the village 
farmer. Now, in view of this would you like the penetration of the co¬ 
operative movement in the interior and thus secure the profits of the 
foreign exploiter to itself?—We have no objection to the suggestion at all. 

1294. I think you mentioned somewhere that the Ruling Princes are 
one of the sources for the resources of a bank. Could you give us an idea 
of the proportion of the resources that they could depend upon for financing: 
industries in this country?—They finance large amounts. 

1295. I should like to get an idea of their investments as compared 
with the Imperial Bank of India or the Indian indigenous banks. Would 
you put them on a par with these?—Not more than what the Imperial 
Bank does. They finance mostly in their own States and to some extent 
in British India as well, such as Bombay. 

1296. Is that a dependable quarter available for all?—No. 

1297. In answer to the Chairman, 1 believe, you said that the facilities 
that should be extended to shroSs from the Imperial Bank should be 
made available to the Co-operative banks working in diSerent centres. 
You do not want any competition, do you? If there is a co-operative bank 
which meets the requirements of local conditions, then you do not feel 
there is any necessity for appointing others?—If the requirements are 
more, then there will be no objection. 

1298. If the Imperial Bank were to decide to open a branch or agency 
at a place where there is a co-operative bank, would you like the agency 
work to be given to that bank as you would give to an indigenous shroS? 
—We have no objection. 

1299. You say that the “provincial branches should be connected 
with and should act as feeders to the joint stock banks and bigger indige-. 
nous banks. These in turn should be linked with co-operative banks, 
smaller district shroffs and village mahajans’’. Would you kindly tell us 
how it will operate? Is it your idea that they should receive deposits 
and finance these shroffs and bankers?—The shroffs and bankers should 
have some privileges to get their hundis discounted, etc. 



1300. .Afr. Mdtiu Svbedar: With regard to. the industrial bank, you 
say Gov^nment should guarantee the funds of the bank. Do you mean 
the share capital or the debentures?—Only share capital. 

1301. Do not you think that if the share capital is guaranteed by Gov- 
erximent, the management would be more or less reckless?—A few Directors 
will be nominated by the Government and they can be expected to do well. 

1302. But you do not want the power of veto to rest with Govern¬ 
ment?—Not necessarily. 

1303. Do you agree with the view propounded by some witnesses that 
it would bo better for Government to guarantee debentures?—We do 
not concur in the suggestion. We think that the bank will not be able to 
attract suf6c:ent capital and so it should be guaranteed by Government. 

1304. Then you said that the Industrial Bank should not lend at more 
than the Bank rate. You said further that the industr'al banks 
should accept deposits for more than 3 years or more or less. Taking 
also their admin strative expenses into consideration as also the rates at 
which they are able to attract money, do you mean to say that they will 
be able to advance loans at almost about the Bank rate?—We think that 
they would be able to lend almost at the Bank rate. 

1305. But then, as I said, they will have to bear the cost of manage¬ 
ment of the hank and also provide against any possible losses, etc. Do 
you think that they will be able to attract long tenn deposits at smaller 
or higher rates than the short term ones?—They will have undoubtedly 
to offer higher rates. But if the bank will accept short term deposits also, 
then it will be all right. There cannot bo any hard and fast rules in re¬ 
gard to this. They may, of course, be permitted to lend at slightly 
higher rates than the Bank rate, in view of the fact that the borrower will 
have first to make a profit with a view to enabling him to repay his loan 
to the Bank in stated instalments. 

1306. With regard to the Bank rate you have suggested that the rate 
should'not be increased by 1 per cent, but should be raised only by ^ per 
cent. You also think that if the Bank rate is increased too frequently, 
the industries and trade of the country will suffer?—Yes, it will undoubted¬ 
ly be a great hardship if it remained at a high level almost throughout' 
the year. 

1307. Who should fix the Bank rate?—The Beserve Bank, when it is 
established. 

1308. At present Government interferes in the fixing of the bank rate. 
Do you advocate the same interference should continue? Government 
interferes in fixing the bank rate at present, because Government controls 
the currency policy of the country.—We do not approve of Govepnment 
interference at all. They interfere at present onlj- for the purposes of 
manipulating the exchange rate. 

1309. You said that the policy of Imperial Bank opening branches 
has failed. You know the Imperial Bank was asked to open branches as 
a means of expanding banking in this country’. Would you briefly indi¬ 
cate in what way they have failed?—Because these branches found it 
difficult to make both ends, meet, owing to heavy overhead charges. More¬ 
over, they collect deposits from up-country and utilise the same in other 
ways in big cities. 
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1310. Where was the money which you say they are now collecting 
irom up-country in the form of deposits, going till the time such branches 
were opened in the mofussil?—The indigenous bankers were attracting 
all that money as deposits, but now that has gone out of their custody into 
the hands of the Imperial Bank. 

1311. Chairman: Is it the general custom for indigenous bankers, who 
are shroffs, to take deposits?—Yes, they do accept deposits. 

1312. Mr. Maim Subedar: You know that the Imperial Bank is pre¬ 
vented by its charter from doing some sort of business which the other 
bankers can. Do you think the failure of these branches of the Imperial 
Bank was due to this condition?—We do not think so. 

1313. Do you consider the Imperial Bank to be the best machinery 
for extending banking in this country ?—We do not consider it to be so, 
for this reason that they are monopolising banking activities of the indige¬ 
nous bankers in the mofussil and they also get Government money without 
interest. 

1314. Therefore you consider that the Imperial Bank instead of im¬ 
proving the state of affairs has made the position worse?—That is our 
view. 

1315. You say that foreign merchants dealing in exports of Indian com¬ 
modities are able to get finance from their bankers on better terms than 
Ind'ans. How is it so?—Because these Exchange banks encourage their 
own Nationals more than Indians. 

1316. Don’t you think it is hardly a matter of favoui’ but a matter of 
standing and credit of the concern or the person?—It is not so. They do 
not extend the same facilities to Indians, 

1317. You say they would be more disposed towards Europeans than 
Indians?—Yes, certainly. 

1318. I note you said you were in favour of Indian banks starting ex¬ 
change business. Do not you think that if the existing foreign exchange 
banks were made to register themselves as Indian joint stock banks and 
compelled to work under the Indian laws and regulations, it would be 
better?—Yes, that would be better 

1319. You think that it would be better to do so than the system of 
licensing?—Yes, but those who would agree to be licensed might preferably 
be licensed. 

1320. How would you festrict the public deposits from going to the 
foreign exchange banks?—It should be done by law. 

1321. Do you think that such deposits as go into the hands of the 
foreign banks would go into the hands of Indian banks and that the latter 
would be able to finance the foreign trade of the country as the exchange 
h.anks are doing at present?—^Yes. 

1322. Do you know that an Indian bank is doing exchange business 
at present?—Yes, only to a very small extent. 

1323. You know that it holds a certain proport’ion of sterling securities 
which they pledge in London and against which they borrow and use such 
funds in India for their exchange business. Do vou think similar methods 
can be employed by other banks?—^Yes, if they think it will work well. 

1324. You propounded a scheme of linking up of shroffs with the pro¬ 
posed Reserve Bank, to provide for greater hundi facilities?—Yes. 
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1325. Do you wunt these shroffs to he linked up directly with the Ke- 
‘ierve Dank or through the joint stock banks?—It will be better if arrange¬ 
ments could be made to link them up directly. 

1326. You know one of the provisions of the Reserve Bank would he 
that it should not do commercial banking but should do re-discounting 
business. Supposing, instead of shroffs lending money the Reserve Bank 
was made to lend the money and the shroffs, stood as security for that ad¬ 
vance by the bank, would that be a safe proposition?—I see no objection 
to the proposal. 

1327. Mr. Many, Subedar: If we take that view, what will happen, 
is this. The Reserve Bank will be at the top of the Imperial Bank. So 
the Imperial Bank becomes a leading hank in respect of the Joint Stock 
Banks. But do you not think that if the Imperial Bank goes to the Re¬ 
serve Bank they will get a somcwRat better treatment than the shroffs?— 
No. I am talking about the limit Jind not the rate? The limit of the Im¬ 
perial Bank may be much larger. There should be no distinction in the 
rates. 

1328. Supposing the Reserve Bank was prohibited from dealing with 
the shroffs directly. What do you say then?—You mean to say that the 
Imperial Bank will be able to do much business. We say they will not 
be able to do more business than the other banks. 

1329. Supposing there is a particular bank at present which does bill 
business. It has bills worth Rs. 2 crores. If that bank is allowed to re¬ 
discount them with the Reserve Bank, that bank may have 4 crores and 
therefore the rate they will got will bo higher?—We say if the sama faci¬ 
lities are given to the indigenous bankers, there will be no difficulty at 
all. 

1830. Sir Purshotamdas Thakurdas ; In their statement, paragraph 
46, they say “The Board are, therefore, of opinion that the proposed 
Reserve Bank should give the indigenous bankers the same facilities and 
concessions as to the Joint Stock Banks.’’ Therefore, their intention as 
far as the rate is concerned, is that the same facilities should be given to 
indigenous bankers. As regards the limit it may vary according to each 
one of them, but the rate should be the same. 

1331. Chairman: I asked you “Is it customary for the shroffs to accept 
deposits?” You said “Yes”. You come from Rajputana and you should 
know what custom prevails in the United Provinces. They say, “As far 
as banking is concerned, most of them will be unwilling to accept deposits. 
They regard it as derogatory to their dignity.” We can also quote the 
same thing from other Provincial Committees’ reports. The Shroff thinks 
it derogatory to his dignity to accept deposits. Is it so?—No, they do not 
consider it derogatory to accept deposits, but if at any time they do not 
wish to accept them, they generally lower the rates. 

1332. But according to this report it is stated that they do not ac¬ 
cept deposits?—We do accept deposits generally. 

1333. But here it is universal?—There may be some exceptional cases 
to the rule. 

1334. Mr. Khaitan: Do not the shroffs keep Khata peta acc<''UDts?— 
Yes. 



,3835. Can they not receive moneys from the customers and lend moneys 
to them?—Yes. 

Chairman: I simply wanted to know from you what your view is. 
I did not want to discuss the matter. 

1336. Sir Purshotamdas Thakurdaa: Dr. Jain in his book called 
“Indigenous Banking in India”, chapter III, under the heiicling of 
“deiiosits”. Says: “The deposit business which really distinguishes a 
banker from a mere moneylender is exti'emely limited in its extent among 
the indigenous bankers. There are some, mostly goldsmiths, and land¬ 
lords. who receive deposits and pay no, or a little, interest on tliem. 
Some bankers, e.y., the Sarafi Basna of the United Provinces, sell iiundia 
on themselves and receive deposits for very short periods—a few days— 
which are payable on demand, but payment can be shifted for several clays, 
lor additional capital in times of stringency they do not look to deposits, 
but arrange with the joint-stock banks. No statistics are available and 
it is difficult to estimate the amount of total deposits received bj the 
bankers in the whole country, or even in anyone province, just as it is 
almost impossible to arrive at any accurate or reliable estimate of the 
total amount of capital invested in indigenous banking in India. The 
question No. 19 was left unanswered by everyone of those who were 
good enough to respond to the Questionnaire. Personal inquiries have met 
with no better results. The following remarks of Prof. Burnett Hurst in 
regard to the difficulty of ascertaining the income of the bankers reveal the 
truth and would apply to the estimation of their capital or deposits ub 
well.”. After giving those remarks he says “The bankers in India mostly 
invest their own capital. They do not make it a regular business to 
attract largo sums of money in deposit and lend them at higher rates of 
interest than what they have to pay on the deposits, thereby earning the 
difference for the risk and labour.”. He does say that it is uncommon to 
keep deposits. 

Chairman: But it has been mentioned in the Punjab Reports aod also 
in the Central Provinces Committee’s report that it is derogatory to the 
dignity of the bankers to accept deposits. 

1337. Dr. Hyder: Has the mercantile community of the Bombay 
Presidency, specially the Bombay city, any representation on the Senate, 
or the committee of colleges or University?—No. There is no representa¬ 
tion. 

1338. Do you think that the mercantile community ought to be 
represented ?—^Yes. 

1339. You say in your memorandum that there are very few schools 
which impart banking education. Can you tell us something more about 
these schools?—Only accounting is taught in these schools. We think 
in the secondary schools there should bo included in their curriculum 
books on Indian and English Banking. 

1340. What schools do you mean—^primary, midddle or High schools?— 
High Schools. 

1341. Have you observed any change in the attitude of banks towards 
a particular industry in giving a measure of assistance?—No, we have not. 

1342. Mr. Lamond: You say that the opening of new branches of the 
Imperial Bank of India should be restricted. Have they not done any 
good to India at all?—^We think they have been of little advantage. 
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1343. You referred to the purchasing business of cotton at Khandwa. 
Can you tell me what was the demand rate in Khandwa before the Imperial 
Bank was opened and what it is today?—^The rates vary from time to time. 

1344. I am talking about the cotton season?—There were fluctuations 
in rates before the Imperial Bank was established. 

1345. The rate ruling there was eight annas before the Imperial Bank 
opened their branch and the present rate is only Re. 0-1-6. There is a 
difference of Re. 0-6-6. Is that not a gi*eat advantage?—It was not so 
much as eight annas before. 

1346. I am talking about the cotton season when the money was mostly 
required. I am mentioning this only to show you that the opening of 
branches of the Imperial Bank is not to any disadvantage.—The question 
we discussed was about the profits. 

1347. Mr. Lamond: Profit to whom? The Bank is doing good to the 
country. The Bank is providing facilities to the Indian merchants who 
remove the crop from Khandwa to Bombay and for that they get only 
Re. 0-1-6 instead of annas eight which was obtainable there?—We do not 
think there is such a great difference. 

Sir Purshotamdas Thakurdas: You may make enquiries and then let 
us know. 

Chairman: Mr. Lamond is saying this from records and naturally it 
must be a fact. 

1348. Mr. Lamond: In reply to the Ohainnan’s question you said the 
banks value the goods a few rupees less than the market value and over 
and above that there is a margin. This is really done to prevent frequent 
calling in of margin. Formerly, the margin was 25 per cent, and it has 
been reduced to 20 per cent. Bo you not tliink that this margin should bo 
kept in the Bank’s favour?—What we say is not about the margin kept. 
We do not get loans for the amount we may require. We may require 
larger advance which is not given. 

1849. Mr. Rushforth: You replied to the Chairman’s question that 
the prohibition on the Imperial Bank to undertake industrial banking 
should be removed until the creation of the Industrial Bank. May I know 
if you approve of the prohibition or not?—We approve of the prohibition, 
but we say that those restrictions should be removed until the. creation 
of an Industrial Bank. 

1350. You have said that it is a source of real danger to the bank if 
these deposits are invested in immovable property. Do you not think then 
that the Imperial Bank will be taking a risk by undertaking Industrial 
banking?—Xo. They have to take a little risk as other banks take. 

1351. If you say that the restrictions should be removed so that the 
Imperial Bank may undertake the industrial banking, where is the neces¬ 
sity of having a fresh industrial bank?—Our suggestion is that the Imperial 
Bank will be doing exchange business on the establishment of the Reserve 
Bank and they will then give up the industrial banking business. 

1352. Now there is a question about getting out money to India. If a 
bank sells remittances to an importer these very rupee dteposits which you 
wish to keep from him will automatically be transferred to him?—^How 
is it so? 
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1353. By the rupefe payment. What I mean is that foreign exchange 
liusiness is done with rupees, i.e., with deposits. You cannot buy bills 
with foreign currencies.— 

It is a matter for very great careful thought. 

Chairman: It is a debatable point. Mr. Rushforth, you may repeat 
the same question and see if they can give an answer. 

1354. Mr. Rushforth: Mr. Manu Subedar said that Exchange Banks 
borrowed money in London on easy terms and brought that out to India. 
If a bank wants to bring out money from Ijondon, it must arrange sales 
of sterling and receive payment in rupees. The rupees which it would 
receive represent Indian deposits which you wish to keep in the hands 
of Indian Banks; if therefore you succeed in keeping Indian deposits 
from going to Exchange Banks, you ultimately make financing of foreign 
trade by them impossible. No bank business is possible without 
deposits?—In that case instead of foreign exchange banks, Indian ex¬ 
change banks having Indian deposits will get foreign exchange business. 
What we want to do in this country is this. When the Indian Exchange 
Bank is established and when their trade balance is in their favour, then 
whatever surplus remains will be brought out here in the shape of gold 
and when there is a trade balance against them, that gold will be 
shipped to foreign countries. That is bow the adjustment should always 
be done. 

1355. Mr. Rushforth: Although you may import gold your business 
must be done with rupees. The imported gold must be converted into 
rupees, therefore what it amounts to is that if you allow only Indian 
banks to receive rupee deposits, you ultimately restrict yourself to selling 
your bills only to the Indian banks.—When there is a great deal of busi¬ 
ness, there will be no difficulty. 

1356. Mr. Rushforth: There will be more difficulty because there will 
be less people to handle the business. I am at the moment refening to 
the actual difficulties of converting gold into rupees. There is another 
point which arises out of this. Why is it that Indian banks do not freely 
bring money out from England?—They have got no branches. 

1357. Is it not partly because it costs them more, and the difleienoe 
between the buying and selling rates is largely due to their expenses in 
London? Now, who is going to pay the extra difference? Probably the 
Indian cultivator?—^Yes, partly. 

1358. Therefore your system is going to cost the poor cultivator more. 
Are you prepared to introduce a system which is going to cost considerably 
more, either for lack of experience or for lack of adequate facilities, while 
the benefit to a large extent is going to London? You do not want that?— 
No. 

1359. What I am arguing is that the bigger profit is going to T..ondon 
and not to India.—We think that when the amount of business is con¬ 
siderable, there will be no difficulty. 

1860. Chairman: Mr. Rushforth is talking more of the initial stages. 
He is trying to prove that till Indian banka have sufficiently developed, 
the greater margin of profit will go to London while the extra cost in 
India will have to be borne by the poor cultivator. In other woi-ds, for 
■aecuring a small benefit, perhaps to one class of community, the pecple 
who must subscribe themselves to the temporary disadvantage and loss 
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should again be the unfortunate cultivators. Is that your idea?—We 
think that with the increase of business the whole country will benefit, and 
therefore when the time comes for some sacrifice to be made, all should 
sacrifice. When the business improves, the Indian people benefit and 
along with them the cultivator is compensated. If the business is carried 
on through Indian hands, the charges will be lower. 

1361. Chairman: Will the reduction in rates be passed on to the 
cultivator?—Yes. 

1362. Mr, Jadu Nath Roy : In dealing with the question of finance, you 
asked for Government protection. What if that protection is not forth¬ 
coming? 

Chairman: I think they have already answered this question. If there 
are readier facilities for obtaining protection than now exist, the Industrial 
Bank might bo more useful in starting new major industries; but oven if 
those facilities were not available readily—and they have admitted the 
difficulties in the way of that—^they wanted the Industrial Bank Lo finance 
the existing major industries and also small or cottage industries. 

Mr. Jadunath Roy : If any protection is given, it is the consumer wha 
is hit. 

Chairman: We are not discussing “Protection”. I mentioned it only 
as a possible difficulty. 

1363. Ch. Mukhtar Singh: In answer to one of Chair-man’s questions- 
you said that with Government protection more industries will spring up. 
Do you mean to say that the present fiscal policy of the Government is 
resj)onsible for the limited number of industries existing at present?' 
— Undoubtedly. 

1364. Chairman: What reasons have you for thinking that the present 
fiscal policy of the Government is not in the interests of India?—We think 
chat the present policy is not conducive to the growth of industries, for 
instance, the high freight charges and the lack of railway facilities for the 
movement of goods within the country. Then consider the recent circular 
sent round by the Government in Bombay. That show-s that the Govern¬ 
ment are not sympathetically inclined towards Indian industries. 

1365. But that circular has been withdrawn.—It show’s all the same 
how the mind of Government is working. This is not all. Just 
thirik of the ruinous Exchange policy, which again is not in the interests 
of India. As it is, the entire policy of Government is intended to promote 
foreign industries in the country. 

1366. Ch. Mukhtar Singh: Is there any method at present to indicate 
to the Indian cultivator what quality of his raw produce is mostly ia 
demand in the foreign countries. 

Chairman: This question is entir(!ly out of the purview of the Ranking 
Committee. 

Ch. Mukhtar Singh: No, Sir, My idea is that if the business is taken: 
by Indian merchants the cultivators will know the requirements of the 
foreign markets better than if the business remains in foreign hands. 

Chairman: If you put your question that way and give the reason, it 
will be intelligible. 

1367. Ch. Mukhtar Singh: What I mean to say is that at present all 
export business is in foreign hands; therefore the Indian cultivator does 
not know what kind of goods are required in foreign countries. If ludissii 
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ianks did tke business, then the cultivator would know how he could 
get a better price for his produce. 

1368. Dr. Hyder: You are assuming a very direct link between ex- 
•change banks and the cultivator in the held. 

(To the witnesses). Are you aware that what the foreign markets 
demand of the Indian cultivator is being communicated to him by the 
provincial agricultural departments?—No, the views of the agricultural 
departments do not reach the agriculturist; moreover the entire methods 
of the latter are modelled on western lines. 

1369. Chairman ; I would only like to ask whether the co-operative 
societies are doing any business in that behalf?—They can and are doing 
considerable business. But if the merchants knew these things, they 
would be more useful to the community. 

1370. Have the Indian traders who deal with this business now taken 
any steps to acquaint themselves with the rei^uirements of foreign 
countries in regard to Indian produce?—Yes, they carry the informatir-n 
to the producer. The exchange banks do not ctfer sympathetic advice to 
their clients; no bank does. 

1371. What about Indian banks who deal in exchange business? Are 
they giving advice? Have they started giving advice?—No; but by the 
transfer of foreign trade to Indian hands, the Indian will know better what 
is required of the Indian cultivator. 

1372. Ch. Mukhtar Singh: In your memorandum you say that a 
particular Indian concern suffered through having advanced money to 
agriculturists. Can you name that concern?—We referred to the People’s 
Bank in the Punjab. It came to grief because the Government policy was 
not helpful. Government however took up the cause of the Alliance Bank. 

1373. You suggest that the Imperial Bank should do the work of the 
Industrial Bank till the latter is established. What will be its effect on 
the joint stock banks?—The Imperial Bank will finance only where finances 
are required; so no joint stock banks will suffer. 

1374. You have said nothing about the constitution of the Industrial 
Bank.—^We recommend the shareholders’ scheme. 

1375. If the starting of an Indian exchange bank is conceded, will 
you have any objection to the present Imperial Bank being permitted to 
take to exchange work along with its present activities, or do you wont a 
separate bank to be started?—We have no objection to the Imperial Bank 
'doing so. 

1876. Chairman: To that extent you will modify your answer which 
you made to Mr. Kushforth?—^Yes. 

1877. You remember, Mr. Eushforth put you the question it being 
your view that the Imperial Bank should be asked to perform the duties 
of an Industrial Bank until the latter is -established, where was the need 
for an Industrial Bank separately? You answered that there was the 
need because you contemplated that the Imperial Bank should perform 
the duties of an Exchange Bank as well. Now you say that the Imperial 
Bank can perform the duties of both, an Industrial Bank and an Exchange 
Bank. May I ask, then,, where is the necessity for a separate Industrial 
Bank?—^We have no objection to the Imperial Bank doing both exchange 
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and industrial work. All the same we must have a separate Industrial 
Bank. 

1378. Mr. Mukhtar Singh: Is it nOt a fact that for the last few years 
cotton mills in India have been using more and more American and 
Afiscan cotton and the demand of Indian cotton in the Indian mills has 
considerably decreased and that that explains the difference in prices 
between American and Indian cotton V—Because the price of Indian cotton 
was above the world parity American cotton was brought here for the last 
2 or 3 years. As for Alrican cotton, it was needed here. 

1379. Do you know who manage the Port Trust warehouses?—I'here 
are Trustees for the same appointed by Government by statute. 

1380. Will the rent realised on the warehouses cover the warehouse 
charges, etc.?—Not in the beginning, but in course of time it will become 
self-supporting. 

1381. You seem to be dissatisfied with the present method of auditing 
banks and bank accounts, but still you arc not in favour of bank accounts, 
being examined by Government Examiners. How, then, do you propose- 
an improvement in the present system?—I’lie method of issuing monthly 
statimients giving Cull details wall suffice. 

1382. Do not you think examination by the Government examinera 
will add considerably to the credit of the Indian banks, and thus avoid, 
all chances of bazaar gossips believed by the people?—No, not at present. 

1383. What machinery do you propose to educate the Indians in the 
system of indigenous banking?—There may be an optional course of 
training. 

1884. Is it likely that Indian moneylenders would like the idea of being 
trained in an institution imparting education in indigenous oanklng?-— 
That is why T said that it might be made an optional subject in commercial 
education. 

1385. Will it not be better if indigenous bankers’ schools were, 
privately started by the indigenous bankers and the Government gave 
them a status by granting them certificates or diploma to their students 
and also gave financial help in the shape of a grant?—It may be optiuual. 
We do not like the ide.a of starting a special school for banking; if there 
is a demand in some towns, such schools might be started in those towns 
wdth financial help from Government. 

1386. Do you oppose the idea of the Imperial Bank starting branches 
in the mofussil?—Yes. 

1387. Are there any special facilities granted by foreign insur.ance com¬ 
panies which are not granted by the Indian firms? Do not you know that 
there are special facilities offered by the Bima Insurance Co., and other 
Companies.—Yes, tliey do have an advantage over other companies in that 
they are doing business for a long time and moreover they got better 
banking business because the bigger companies are largely owned by 
foreigners wdth better connections. 

1388. Mr. Mann Subedar: Have members of your chamber found as 
merchants, when vou deal with the Imperial Bank or the Exchange Banks, 
if you give any security in the form of buildings or immovable property, 
the Imperial or the Exchange Banks insist on your insuring them with a- 
particular foreign insurance company. Is that statement true?—^Yes. 
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loans if you offer them an Indian, policy ?—rAfter our protests against this 
sort of treatment the position has improved a bit now. 

1390. Dt. Hyder: Do they not pick and choose a few from among the 
foreign and Indian Insurance companies for insurance purposes?—No selec¬ 
tion is made in the case of foreign companies, at all. 

1391. Sir PuTshotamdaa Thakiirdaa: I take it that in the Marwadi 
Chamber of Commerce the members are mostly Marwadis?—Yes. 

1392. And I take it that the Marwadis feel that they have for genera-^ 
tions past, if not for centuries, been the bankers in the natural course to 
the masses of India?—Yes. 

1393. The banking business, before the British banks came in, was 
theirs in common with the Chettiyars, etc?—Yes. 

1394. Therefore your Chamber feel that they are particularly fitted to 
speak with authority having inherited the business from families of 
bankers?—Yes. 

1395. The one effort of your members has been to try and secure at the 
hands of this Committee the correct position to your community in the 
banking world of India and to that end you have indicated in your written 
memorandum what position should be given to the indigenous bankers in 
the banking wnrld of India?—Yes. 

1396. There you have made certain recommendations and in reply to 
Mr, Manu Subedai- you indicated that the position which should be allotted 
to indigenous banks should be all along the linos of the Indian joint stock 
banks?—Yes. 

1397. In your effort to retrieve your lost position, owing to the apathy 
of the Government or the public, whatever it be, in answer to the Chair¬ 
man you said that you were not in favour of licensing these indigenous- 
bankers?—Yes. 

1398. Now if you will read your five conditions quoted in your memo¬ 
randum you will realise that except for the technical term ‘licence’ you. 
have indicated the same thing. So you won’t have any objection to it 
being termed a ‘license’ per ae I suppose?—No, we won’t object to that. 

1399. Now, you do not mention here that these men should be debarred 
from receiving deposits?—No. 

1400. Your anxiety is that by a statute the Government should not make- 
it impossible for anybody else who does not want to come into this category 
from receiving deposits. Is that so?—^Yes. 

1401. In fact your idea appears to me to be that by your putting on 
your sign-board “Seth Tilak Chand Sakaram, Banker on the Indigenous 
Bankers list of the Beserve Bank” you will get a certain preetige which 
will have a good effect on the turn-over of your business?—^Yes. 

1402. I do rot know why you have not added one more condition to 
your ‘five’ that these indigenous bankers who receive such facil'ties from 
the Eeserve Bank would not lend at an extortionate rate of interest of 
15 or 20 per cent, per annum? What I mean is that if you are to receive 
money at bank rate from the Reserve Bank o-n your hundia. there is a 
duty which you owe to the public of assuring them that you will lend also- 
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at reasonable rates. Is it not?—If the same rule is applicable to the joint 
stock banks, then we have no objection to that. 

1403. I am particularly anxious to get your view point, that you will 
have no objection to charge only a certain restricted maximum rate, say 
2 per cent, or 3 per cent, above the bank rate?—We have no objection to 
that. 

1404. You say that until such time as the Central Eeserve Bank is 
established the Imperial Bank should do so and so. Under item 2 thereof 
you say “Instead in principal centres of trade and agriculture shroffs of 
substance and credit should be appointed as agents of the imperial Bank, 
one in each place. It would be better if more than one combined to form 
into a firm”. Supposing your view was accepted, then it would mean 
relief to 162 members of your community, i.c., the indigenous bankers. 
Is it not?—Yes. 

1405. Do you think that this %vill meet the problem which you have 
at heart?—I suggest to you that this will not touch the fringe of the pro¬ 
blem and in addition I wish to ask you whether appointing one indigenous 
banker as shroff of the Imperial Bank at one of its branches would not 
cause jealousy and chaos among the community than bringing about 
relief?—Yes, it might. 

1406. The Imperial Bank has at the present moment got a system of 
Khazanjis and you know the system is not giving the greatest satisfaction 
to the commercial community?—Yes. 

1407. Sir PurahotamdaH Thakurdas: They say “the policy of the 
Imperial Bank should be discontinued.”. Supposing at Sholapur the Im¬ 
perial Bank want to appoint somebody from their staff, do you want 
that they should not do so but that they should only appoint a Shroff? If 
that is your intention, then I think you will not get any relief?—We hope 
that the Heserve Bank may be established and with this view, we make this 
suggestion. 

1408. Eegarding the question of Hundis and cash credits, I wdsh to 
enquire whether it is the opinion of your Chamber that the former have gone 
out of use slowly because people think that their prestige is not raised. 
Is that your experience?—It is because the Hundis are discoimted on a 
smaller scale, that the cash credits are increased. 

1409. Have you any suggestion to make regarding the increase of 
Hundia? —No, there is none at present. 

1410. Now, I come to the question of stamp duty. Btamp duty on 
Hundia is provincial source of revenue and as the Provinces are now 
suffering from want of revenue, it will take a long time for carrying out 
your suggestion?—They do not get any revenue frootn Hundia. 

1411. Why?—They do get revenue from Hundia. Hundia are drawn 
to the extent of three to four crores. 

Hr. Lamond: In the month of March the Imperial Bank had Hundia to 
the extent of eight crores and odd. 
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1412. Sir Purshotamdas Thakurdas: In vi&w ol the fact that the stamp 
«duty on Hundis is a provincial revenue and as the provinces will not be 
prepared to give it up, is there any other suggestion for you to make to 
the committee?—There was a stamp duty on cheques. It was abolished 
.and the use of cheques has increased thereby. Similarly the removal of 
•stamp duty on muddali Hundis will increase the use of such Hundis. 

1413. It was only 7 lakhs?—Then we say that a fair reduction in the 
•'imount of stamp duty may result in a decent turnover in Hundis. 

Lala Harkishan Lai: There has been a decline in this income. It 
eomes to lis. 3-2-0 per Hundi at the present rate. 

1414. In paragraph 44 of your statement you emphasise two points in 
connection with the Reserve Bank. “(1) It should not be a shareholders 
‘Bank.” Will you tell us in detail why you emphasise so much that it 
should not be a Shareholders’ Bank?—Because the Controlling Board 
comes out of the same persons who subscribe. 

1415. You object because the shareholders themselves will control that 
Bank?—Yes. 

1416. Therefore, you say “The managing body of this Bank should be 
truly representative of the interests of the Indian people.”?—Yes, repre¬ 
sentatives selected by the Legislative Assembly. 

1417. The inference from this is that in the opinion of your Chamber 
unless the members on the Directorate of the Reserve Bank are selected 
by the Legislative Assembly, it would not inspire confidence in the pub¬ 
lic?—Yes. 

1418. Suppose the Finance Department of the G-ovemment of India 
were to come under an elected Minister responsible to the Assembly, will 
you modify your suggestion?—^Yes, this suggestion is made in view of the 
present Constitution. 

1419. In paragraph 22 of your statement you say: "My Board are deli¬ 
berately of opinion that the following suggestions should go some way lA 
fulfilling the needs of the situation:—No foreign bank should be permitted 
to receive banking deposits from the Indian public unless and until it gets 
itself registered under the Indian Companies Act.” As you realise it is a 
very drastic measure and it becomes more drastic when it comes from a 
commercial body consisting of indigenous bankers—no doubt bankers from 
inheritance, if I may say so. I know that your Association are not politi¬ 
cians. They are really business men. Then why is it that your Chamber 
should think it necessary to put such a drastic suggestion ?—During such 
a long period we find that Indians have not succeeded in getting a hold on 
Indian trade and foreign exchange. As long as the foreign banks are there, 
Indians will not he able to do so. So, we want that they should be checked 
and the Indian hanks should come into existence more and more. Besides 
we find that the foreign trade is competing with the internal trade and 
thus the internal trade slowly passes to the foreign hands. It is due to 
the fact that the foreign banks are given preference. It is also due to the 
fact that they are getting Indian money into their hands. 

1420. Your argument is that Indian bankers and Indian mer¬ 
chants are driven from the internal trade of the country. Therefore you 
-suggest this step. Your aim in doing sp is that if the foreign .banks are 
■allowed to get depyosits, as far as financing the internal trade is concerned, 
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you will Buffer still more. It is to avoid the Indian commercial community 
having any further handicap on the share of their business in their owa. 
country, I take it that it is not made out of spite?—The proposal is not 
made out of spite. 

1421. I would also draw your attention to a sentence in paragraph. 
9 of your statement where you say “The result in the matter of facilities 
of finance is discrimination in favour of the foreigner and against the 
Indian ”. You are not willing to give the names even confidentially of 
the persons and of the bankers who may have had such an experience. 
May I know if you have put this sentence in your statement after making 
sure that the complaint is a true and just one?—No, these are the facts 
and it is the experience of some of the members of our Chamber. 

1422. Dr. Hyder : When you speak of discrimination, I may point cue 
that discrimination can be in two ways. 'L’ho first is that the foreign 
exchange banks will have nothing to do with the Indian merchants and 
the second is that there may be discrimination either in the matter of 
charges or in the amount of credit. Which of these have you got in-" 
view?—There is a discrimination in the matter of amount of credit and 
other facilities. 

1423. Sir Purshoiamdas Thakurdas: All this discrimination was made 
for such a long time and you feel now that such a drastic suggestion should 
be carried out?—Yes. 

1424. Is there anything else that you would suggest in place of this 
suggestion ?—None. 

1425. This will be handicapping the Exchange Banks in doing their’ 
business?—We have suggested that a license should be issued. 

1426. Will that be likely to give you relief which you have in mind ?—• 
We would like to try the system of license. 

1427. I have already pointed out that your first suggestion is a drastic- 
one. Is there not anything else which would satisfy you and to which you 
Would like to give a fair trial?—We think it will benefit the country most, 
if they are prevented from receiving deposits. If another suggestion is- 
required we suggest that the foreign banks should get themselves registered, 
have majority of Indian Directors and also Indian management. If these 
conditions are not acceptable to them, they should be given a license only 
to do business and not for to receive deposits. 

1428. Chairman ■ Hegarding the financing of the masses I mean finan¬ 
cing the rural and urban areas, you feel that if what you have indicated 
in paragraph 45 of your statement is tried, it will make indigenous bankers 
stronger and will enable them to give more assistance to their clients and 
you further are also convinced that all the conditions including the one 
of maximum rate would not involve any hardship on them?—Yes, we are 
convinced that the conditions would not involve ariv hardship on them. 

1429. You have been talking about the attitude of discrimination which 
the foreign exchange banks, pursue towards their non-Indian clients as 
against Indian clients. Now, would you be prepared to say that so far a^- 
you are concerned that you do not adopt any policy of discrimination m 
favour of the members of your community as against the members of the 
other communities for the simple reason that you probably know about 
iiHeir business and that you are in touch with them ?—We have no policy 
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of discrimination. But perhaps ait times there may be some discrimination 
owing to our being in touch with the members of our own commumty. 

1430. Then, they may argue in the same way that they were in touch 
with a certain client and therefore, they felt inclined to ^ve more facilities. 
I am asking this question because a point has been raised in one of the 
reports of the Provincial committees that they do make discrimination 
between the marwadi communities and other communities. I think you 
said or it has been suggested that owing to the action of government or 
both you have been ousted from your honoured position which you used 
to occupy before. Now, in this connection! would refer you to Dr. Jain’s 
book in which he says that the reason why the indigenous banker had lost 
his position which he used to occupy before the British came to this country 
was of a different character, that is, he docs not blame the Government or 
the public to some extent. He puts the blame on the circumstances which 
led to the arrival of the British. 

His main point is that all the turmoil in the country arising out 
the occupation of India by the British mads the indigenous banker 
lose part of his trade. Formerly he used to be the principal banker 
at the Mogul court. Then, later on he came to be disliked Joy his 
customer, perhaps because of his business methods. Now all these factois 
have been clearly brought out in this book .—We say that trade has suffered 
on account of exchange banks. Now the writer of this book does not at 
all touch this point; and I can prove that most of what he has written 
is altogether wrong. If you wish it, I can later on point out various 
inaccuracies. 

1431. Chairman: My point is that the author of this book comes from 
a family of indigenous bankers. How can he therefore go against the 
interests of his community?—Our contention is that he is not original in 
his book. He has only put together the facts that he has collected from 
other sources. 

But he has actually made enquiries from various indigenous bankers, 
such as Mr. Bishan Narayan Nigam of Cawnpore, L. Balwant Eai of 
Lahore, Mr. Jagan Nath of U. P. 

L. Harkiehan Lai: All that I can say is that there is no banker by 
the name of Balwant Eai in Lahore. 

Witnesses: The book contains mostly the opinions of people quite new 
t; the trade. ■ 

1432. Mr. Manu Subedar: Sir, might we not ask for more detailed 
views of the Chamber on this point later on? 

1433. * * * * * * * 

*#•*** 
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FIFTH DAY. 

Thursday, the 21st August 1930 


Present; 


Sir Bhupendr.4 Nath Mitua, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 


Mr. Jadu Nath Eoy. 
Ch. Mukhtar Singh. 
Lala Harkishan Lal. 
Mr. D. P. Khaitan. 


Mr. E. W. Buckley. 

Mr. ,Manu Subedar. 

Er. L. K. Hyder. 

Mr. W. Lamond. 

Mr. F. V. Eushforth. 

Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. {SecTetary). 

Mr. E. P. Masani, M.A. (Joint Secretary). 

Eai Bahadur Bansidtiar Diiandhania, Zemindar and Banker oi Bhagal- 
pur was examined. The evidence was tendered in Hindi. 


1435. Chairman: I take it that you belong to the Marwari community 
and you are an indigenous banker. Have you been indigenous bankers for 
generations or were you the first in your family to start this business?— 
My grandfather started the work in Calcutta and Bihar 80 years ago. In 
the beginning we dealt in merchandise, and later on took to banking. 

1436. For how many years have you been doing banking business?— 
For about 60 years. We started trading first, then banking and lastly 
zemindari. 

Mr. Buckley: Sir, that shows how very profitable indigenous banking 
business has been. 

1437. Chairman : Is it a fact that people like yourself or your ancestors 
who began initially with trade, have gradually developed into indigenous 
bankers and zemindars in Bengal, Bihar and to some extent in the United 
Provinces?—I do not know much about U. P. and Bengal. In Bihar there 
is a good scope for indigenous banking. 

1438. Mr. Manu Suhedar: Did you start with receiving deposits and 
then began giving loans?—The man who starts banking business has to 
lend in the beginning and then through the honesty of his deahngs succeeds 
in attracting deposits. 

1439. Chairman: Can you tell me for how many years you have been 
receiving deposits?—^For about 60 years. Did you start getting deposits 
from the very outset?—^Yes. 

1440. Can you give me som'e idea as to what is the amount of deposits 
your firm takes each year?—Between 8 to 10 lakhs. 

1441. If you have no objection, could you give us an idea of the total 
capital of your firm?—It is difficult to say. People think that wo have 
something between 15 to 20 lakhs. 

1442. What sort of people place deposits with you?—^All kinds. In 
Bhagalpur even the officials deposit with us besides zemindars, peasants, 
merchants, etc. 

1443. Dr. Hyder: Is it exceptional only in Bhagalpur?—No, it is com¬ 
mon to so many other places, such as Gaya. 
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1444. Mr. Manu Suhedar: Are there many people of your standing who 
are doing similar business?—^Yes. 

1445. Chairman: You were a member of the Bihar and Orissa Banking* 
Committee. In a unanimous statement made by that Committee, yoU’ 
say, “It will be noticed that the part played by deposits and other outside- 
resources in relation to capital in the financial operations of the indigenoua- 
banker is extremely small.”—That is so. 

1446. According to this statement, to which you are a party, the share- 
of deposits in the capital is very small. Front what source is the rest of' 
the finance required drawn ?—The major portion of the capital is drawn from 
Calcutta. 

Chairman : It is not my desire in any way to say anything against the 
claim of the indigenous banker for a proper share in the banking of this 
country. That I consider to be a most natural desire, and my whole point 
is to try to get correct information, because in our report we will have to 
present a complete and accurate picture. I am compelled to ask these 
questions in view of the recommendations made by the various Provincial 
Committees. 

1447. Dr. Hyder: On page 190 of the B. & 0. Eeport, you have said:— 
“We, however, came across some shroffs in Bhagalpur, the great centre 
of indigenous banking in this province, who had deposits varying from Es. 8 
to 16 lakhs drawn from .an area comprising the neighbouring districts of 
Bhagalpur, Monghyr and Purnea and from all classes including substantial 
raiyats and the local European club as well as from the funds of semi¬ 
public institutions. But such cases are more exceptional than normal.” 

Mr. Manu Suhedar: I think. Sir, the witness has already answered this 
question. I asked whether this was general or whether it was an exceptional 
case; the witness replied that many shroffs were doing similar business 
elsewhere. 

Witness: There are about 8 or 10 persons in Bhagalpur itself, with 
deposits ranging from 2 to 15 lakhs. 

1448. Chairman: Are you in a position to give us some names?—^In 
Bhagalpur, Bhudarmull Chandi Prasad. Sovaram Shivdat P-ai, Harnathrai 
Binjraj, Baijnath Jodhraj, etc. In Caya, Sadasukh Bhairolal, also 
Khazanchi of the Imperial Bank. 

1449. Mr. Manu Suhedar: You have told the Chairman that the de¬ 
posits which your firm receives are being lent out. If you had more deposits, 
could yoii employ them all?—With the present inadequate facilities, it is 
difficult for indigenous bankers to employ all the money. 

1450. Do many people ask for such loans?—^Yes. Are you able to ac¬ 
commodate them all?—No, we are not able to satisfy all their require¬ 
ments. 

1451. Where do those people then apply for accommodation?—They are 
in difficulty; they have to try in several places, such as Calcutta. I know 
the instance of one Tarak Nath Ghose, a big zemindar, who on account of 
litigation had to run into debt to the extent of nearly 10 lakhs. He tried 
his best to secure money, in Calcutta and other places, but could not get 
accommodation. Then with great difficulty he could borrow, and that 
too at the high rate of perhaps 7 or 7J per cent. 
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1452. In your written memorandum you say that India is proverbially 
poor and unless block and floating capital are provided it would be impos¬ 
sible to start any industry. Do you intend that the aid of external capital 
should be sought?—I do*not want external capital to be brought lo India. 
If a bank is started with Government help, they will be able to carry on 
with the aid of their deposits. 

1453. I thought you said a little while ago that you are not able to 
advance moneys to the people who require them because of legal difflculties. 
You are a banker of some standing. Then how is it you do not advance 
money to finance the industries of your country ?—If L accept deposits from 
the public at short term and then deposit it in industrial concerns on long 
term', I will find it impossible to repay my depositors when I get a call. 

1454. Then you are not wholly correct in saying that the country is 
proverbially poor. The money is there and the only question is that an 
institution should be started for collecting deposits on long term and there¬ 
after usmg it for the purposes of industry?—What I mean to say is that 
those who intend starting industries have not got the money to do so, but 
big people like the Maharajah of Darbhanga invest all their money in 
Imperial and other banks. And the money that goes into the Imperial 
Bank and other banka in the form of deposits are not made available for 
the industries of the country. 

1455. T)r. Hyder: Is it not a fact that the Maharajah of Darbhanga 
Invests his funds all over India, especially in Bombay?—My point is that 
he still has m'ore funds in his control which he can usefully invest m pro¬ 
moting the industries of the country. It is only one instance that I have 
■quoted, but there are several other persons and zemindars who have surplus 
money which they could usefully employ. 

1456. Chairman: Why do they not invest their money in the industries 
then?—^They themselves do not know anything about the industries and 
want of confidence in the new industries started is another reason why they 
do not finance new industries. But if there is Government guarantee or 
support, then that concern will gain public confidence. 

1457. What are the legal difficulties that you are talking of? Is that 
special to indigenous bankers or is it usual with every body?—If an in¬ 
digenous banker files a suit in the original court it takes not less than 2 years 
for the final disposal of the suit. As far as joint stock banks are concerned, 
the time taken will be less. 

1458. Do you mean to say that the court deals partially in these 
matters?—I do not ntean to say that the courts are partial in their dealings, 
but I might say i.hat they are better inclined towards the Indian Joint Stock 
Banks and the latter still are a little worse off when compared to foreign 
banks. 

1459. Y’ou say that private firms and joint stock banks are also not 
willing to lend money without taking security of the stock in trade. Do 
you consider that this attitude is not the only correct attitude that should 
be taken?—A business cannot flourish unless personal security of persons 
of standing and position is also taken into account. 

1460. Then your point is that the lending bank should not pay so much' 
attention to the tangible security as to the possible personal security?—^Yes. 

1461. You told me a little while ago that you would not advance against 
the security of immovable property for fear of a run by your depositors to 



■with(iraw deposits?—^Yes, because we are^not in a position to get extrapeous 
either through the agency of Government or other banks. So unless 
■we find other sources of meeting sudden requirements, we cannot advance 
freely. 

1462. I am simply trying to understand some of your statements. 
Therefore what I said is correct, that these people (private firms and joint 
stock banks) are fully justified in taking the line 'they do under the cir¬ 
cumstances?—Therefore it is I say that trade or industrial banks should be 
established for such purposes. 

1463. Would you admit that the correct position is stated in the memo¬ 
randum submitted to us by another gentleman from your Province, viz,, 
the Managing Director of the Chota Nagpur Banking Association. He 
says:—“Banks are shy to advance anything to support industries beoause 
•of the want of sufficient and proper security. Presence of risk would 
necessarily enhance the rate of interest. If by legislation or otherwise 
the element of risk be minimised, there would be no lack of capital”. 
Would you accept this as showing the correct position?—The Managing 
Director of the Chota Nagpur Banking Association, whom I know, is not 
an industrialist and he is over-shy in advancing money to industrial con¬ 
cerns. As a matter of fact the indigenous bankers even are not so shy 
as he is. 

1464. So then the private firms and joint stock banka are preicisely in 
the same position as you are. Is it not?—^I will not say the position is 
precisely similar. 

1463. You said something about the Chota Nagpur Banking Associa¬ 
tion. Now, do you recollect an interview which the Bihar and Orissa 
Banking Committee (including yourself) had with the Manager of that 
concern? In that interview the management has said that they are ad¬ 
vancing funds to collieries. Is not a colliery an industry?—Yes. 

1466. So then your statement about the Chota Nagpur Banking Asso¬ 
ciation was made without proper consideration, is it not?—^I was under 
the impression that the bank was not investing its funds in any industries. 

1467. Chairman: You observe that brilliant young men -with high 
academic distinction of foreign countries in Industries are being thrown oqt 
of employment for want of credit facilities. Do you m'ean that as new 
industries could not be started or existing industries could not be developed 
for want of capital, such men find it difficult to get employment?—Yes. 

1468. Do you recognise that ■without adequate security the industries 
cannot be started and therefore the men cannot get employment?—^Yea. 

1469. You refer also to men with distinction in banking in this connec¬ 
tion. Can you explain how these men would be suitable for industries?— 
With the bank there will be some improvement in the industry and then 
they can get employment. 

1470. Your point is really this. If there was a development of indus¬ 
tries, development of banking was bound to follow and then these mep 
would manage to got an employment?—Yes. 

1471. You say that the Imperial Bank and joint stock banks are Joath 
to cash bundles and bills of exchange. This has already been referred to 
in the Bihar and Orissa Banking Committee’s report and some reasons are 
•given for this state of affairs in that province, such as, want of suitable 
credit paper, high rates of accommodation and rivalry between Shroffs and 
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Joint Stock Banks. Have you any suggestions to make to develop the- 
system of discounting bills and bundles?—The stamp duty on hundies' 
may be polished. If the Imperial Bank discount the market hundies and' 
give facilities, the hundi business will improve. 

1472. You state in the Bihar and Orissa Eeport which you have signed,, 
"Mudatti hundies are rarely documentary and are not acceptable by the 
banks for the purpose of advance.” 

Lata Harkishan Lai: To state ‘‘documentary hundies” is quite wrong. 
Those are the demand hundies. If there is a mudatti hundi and the docu- 
ment^—such as railway receipts, etc.—are attached to it, that means docu- 
mehts should be delivered. And, therefore, it will not be discounted. The 
mudatti hundies would correspond to D/A bills and D/A bills, so far as the’ 
railway, receipt is concerned, are not in vogue. 

1473. Chairman : You say selected indigenous bankers should be handed' 
over the management of local Government treasury and Government busi¬ 
ness. Do you think they will be able to cope with Government treasury, 
work?—Yes, if they are trusted, they will be able to cope with the wwk. 

1474. Chairman: Government may trust them after they have found 
out the exact business and the standing of the man. If they do not trust 
them, then they will have to give them' security?—In the history of the- 
indigenous bankers you will find that out of 100 cases the failures are on a 
very small scale and that does not mean that they should not be trusted. 

1475. That is a question of opinion. But as these bankers very rarely 
publish their balance-sheets, the Government will naturally require security 
from these indigenous bankers?—^If the Government want to cee their 
balance-sheets, they will produce them. 

Lola Harkishan Lai: (To ihe Chairman) Will you kindly ask him 
whether he knows anything about the Multanis in Bombay and the 
Shikarpuris in Karachi? 

1476. Chairman: You heard Lala Harkishan Lai just now. Ha wants 
to know whether you know anything about the Multanis in Bombay and 
the Shikarpuris in Karachi?—I do not know. But I may add that if Gov¬ 
ernment entrust them with the Government business, they will be prepared- 
to give the security as well as they would show Government their balance- 
eheets. 

1477. Are you referring to the Government balance-sheet or his own- 
balance-sheet?—^I mean not only the Government balance-sheet but also- 
his own balance-sheet. Besides, they can give security. Even at jiresent 
the Government treasury is with the Imperial Bank and they give no 
security. 

1478. Youi must know that the position of the Khazanchi is quite differ¬ 
ent from that of a Bank?—The position may be quite different now but if 
these Shroffs are trusted, then their position will be established. 

1479. What benefit will the indigenous banker get?—Their position will 
be secure in the eyes of the public and their business outlook will be in¬ 
creased. 

1480. You mean their prestige will be increased?—^Yes. 

1481. You know that the Imperial Bank are Government's sole bankers-.. 
Will you kindly tell the committee if your proposal relates to places where- 
there are no branches of the Imperial Bank or also to places where that 
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Bank has branches at present?—I mean places where there are no branches- 
of the Imperial Bank. 

1482. But at places where there are no branches of the Imperial Bank, 
there are Joint Stock Banks. Would the indigenous banker receive- 
preference to the Joint Stock Bank in this matter?—That is the wish of the- 
Govemment, but in this respect I would say it depends on the positioni It 
is not contemplated that any pre^rence should be given either to tjihf: 
indigenous banker or to the Indian Joint Stock Bank. 

Mr. Manu Suhedar: Sometimes the banker might be more important 
than the branch of the Joint Stock Bank.—Yes. 

1483. Chairman: You advocate that the State bank sl^ould afford liberal 
credit facilities to approved indigenous bankers on one signature as is done 
in Scotland, Canada and other countries. As an experienced banker you 
will no doubt admit that here again the question at issue is one of degree 
of confidence. I understand that in the countries you refer to, people to- 
whom banks generally grant advances on personal security keep the bank 
informed continuously of their financial position by furnishing proper’ 
accounts, etc., in some detail. Will your indigenous bankers submit theml- 
selves to a similar restriction ?—They will be willing to show their balance- 
sheets if the facilities arc forthcoming and this willingness will go on in-- 
creasing gradually as they find that the facilities are coming forth. 

1484. You say indigenous bankers want facilities for realisation of their 
loans which other banks enjoy. Will you explain what facilities you have 
in mind? I asked you this on my previous question, bui: now I want to- 
put the question more definitely. Have you in mind the facilities enjoyed' 
by other banks which are not enjoyed by the indigenous bankers?—I say the- 
sam'e thing what I said before. 

1485. Your point is that for some reason or other better facility is givem 
to the banks than to the indigenous bankers?—Yes. 

1486. In your reply to question 4 in section 1 of the questionnaire you 
say that the reasons why banks in India under foreign management do not 
advance freely in this country for industrial development are broadly speak¬ 
ing their antipathy to Indian aspiration and w.ant of knowledge of the 
country and the people, while in the case of the indigenous banker the 
reason is that their resources being generally limited they do not venture 
to advance money on doubtful security. As a banker of experience, do you 
support the idea that a bank with large resources would be justified with duq 
regard to the interest of its shareholders in advancing money on doubtful 
security? What would be your answer to the critic who holds the view 
that in either case the reluctance to advance money is the doubtful nature 
of the security offered?—^My view point is that one must take risk in pro¬ 
portion to his funds. My idea is that if one has 10 lakhs of rupees and 
if he risks about two to four lakhs, it doss not matter. Because if he 
happens to lose that amount, he m'ay make it up in other transactions. If' 
a small firm has small resources, that firm will take small risk. 

Mr. Manu Subedar: You say the bigger the man the greater is the dis¬ 
tribution of risk.—^Yes. 

1487. Chairman: One who is running the affairs of the bank is respon 
sible to the shareholders. Therefore, it must be a matter of discrimination 
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lb is with him to see whether that risk should be taken or not. Therefore, 
do you think there is any difference between the operation of a large 
bank or a small bank?—Yes. 

1488. In the Bihar and Orissa Provincial Committee’s report it is stated: 
“Marwari industrial enterprise is helped by support from the Marwari bank- 
-ing community, but non-Marwari owners of oil and rice mills experience 
great difficulty in borrowing their working capital and either have to pay 
high rates to money-lenders or obtain loans on somewhat humiliating con¬ 
ditions from the joint stock commercial banks for their day to day require¬ 
ments.” I put it to you that here a preference is given by the Marwari 
indigenous banker to his community. I put it to you that this is done not 
by communal considerations but purely on sound banking principle. Be¬ 
cause he knows the financial position of the members of his community 
better than that of the members of the other community, he makes that 
preference. Will I be correct in making that assumption?—The working 
capacity of an industrial concern of a Marwari will be better known by the 
member of that community than by a member of the non-Marwari com¬ 
munity. 

1489. Would it not be reasonable for a critic to suggest to you that the 
preference given by these foreign banks to certain classes of their clients 
also arises from' the fact that they feel that their business capacity is better 
than the business capacity of their other clients?—I say that their view ig 
correct, but the banks should not be too sympathetic to them. 

1490. Would it be unreasonable, arising out of this answer, for another 
critic to refer you to what has been said in the Bihar and Orissa Provincial 
(Committee’s report which says: “want of sympathy also plays a part in the 
position, etc.”?—Sympathy is the vital necessity. 

1491. Chairman: You say that you are in favour of Trade Banks special¬ 
ising with special trades. Have you any information regarding the work¬ 
ing of such banks in any country and of the trades that have been helped 
thereby?—I do not advocate any special trade banks. I am only referring 
to ordinary commercial banks. 

1492. Then, Mr. Dhandhania, if I m'ay make an observation—and I hope 
my Colleagues will endorse the statement—that knocks the bottom out of 
iihe bulk of your memorandum, for I find that throughout you have been 
discussing trade banks. 

It has been argued before us by some other witnesses that they prefer 
an Industrial Bank for the whole of India and are against having an 
industrial bank for each one of the provinces. Could you tell us why you 
prefer provincial banks to an all-India Industrial Bank?—I am not opposed 
to an all-India bank. 

1493. Do you mean to say that you see no special advantage in pro¬ 
vincial banks as against an all-India Industrial Bank?—My point is that 
there should be some form of organisation whether central or provincial. 

1494. You have said in your memorandum that “these banks should 
' be subsidised by Government which wmild command the fullest confidence 

of the people”. To what does “which” refer?—I mean banks and not 
Government. 

1495. You say tha^ they should oe subsidised by Government. Have 
you thought out wffiat scrt of subsidy/ should he granted?—Government 
should guarantee the minimum interest on the share capital; Government 
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ean even take out shares. The object is to inspire confidence among the 
■public. 

1496. The fact that the banks receive a Government subsidy would 
-enable them to “command the fullest confidence of the people”. Is that 
your point?—Yes. 

1497. Have you cievoted any thought as to what the constitution of 
such a bank should be ?—I have already exi)ressed my opinion in my memo- 
Taindum. 

1498. You suggest the imposition of certain restrictions on the grant 
of loan by such a bank while providing finance for industries. Now 
reading those restrictions (I to VI), do you not think that the bank will 
not bo able to make capital readily available for the classes of people 
to whom you have referred in paragraph 1 of your memorandum. The 
conditions that you have s'uggested are more rigid than those mentioned 
by other witnesses. I would not say that those conditions are not neces¬ 
sary. 

Perhaps, from your experience as .a banker of long standing, you con¬ 
sider these conditions important, but they do not coincide with the 
various proposals you have put forward previously. I suppose you would 
have no objection if our Committee suggested the imposition of easier 
restrictions 1—No. 

1499. You suggest that bank examiuer.s may be appointed by Govern¬ 
ment or by the Legislative Assembly. Will you explain why you want 
to bring in the Legislative Assembly in regard to this selection?—In my 
opinion if Government alone were to appoint these examiners, people 
would not have the same degree of confidence as they would have if tire 
Legislative Assembly were to select them. 

3600. Coming to your own province, would you press for the appoint¬ 
ment of Bihari examiners?—No, I do not advocate that; other people m%j 
press for it. 

1501. You say that foreign firms should be required to deposit sufifi- 
-cient securities with Government of India. If foreign banks deposit with 
any future Reserve Bank a definite percentage of their time and demand 
liabilities, will that be sufficient security in your opinion?—It is diffi¬ 
cult to say whether that security will be adequate. My point is 
that some restrictions should be imposed on foreign banks; because my 
fear is that if they monopolise most of the business, then the Indian banks 
cannot work in competition with them. 

1502. What is the reason for that difficulty? Is it not the fact that 
they charge a lower rate of interest on advances?—No, the reason is 
that they receive more deposits and also look to Government for support, 
while the Indian banks are deprived oi both these forms of assistance. 

1608. You are not taUfing at the moment of the Imperial Bank but 
•of the Exchange Banks?—Yes. 

1604. What kind of help is given t-o Exchange bunks?—I am not able 
to say exactly what Kind of assistance is given to them. In Bhagalpur 
we have no exchange banks and therefore I have no personal experi¬ 
ence. 

1505. On what then is your vie-w based? —On general infoniiatioD 
receive’! through friendly exchange of ideas. 



y506. I thought jou meant that "hey attracted more deposits. Now, 
will you be surprised to hear that a few days ago an expert joint stocls 
banker said that he had no grievance in the matter of deposits but that 
it was the advances that he objected to? (If you arc not prepared to 
answei' it, we will drop it)—I am unable to understeind that man’s logic. 

1.507. This statement was made by an Indian banker of considerable 
standing.—I do not believe it to be a fact. 

1508. Supposing that Exchange banks did not take deposits, what 
would happen to those deposits? You have already said that indigenous 
banks cannot work off all the deposits they receive.—With increased faci¬ 
lities, depositors will not have much difficulty in depositing money with 
Indian banks. 

1509. You say that so long as courts do not change their methods 
you do not want more deposits because you’ will not be able to use 
them. If there is no avenue on your part for employing that money and 
if by getting rid of some agency the present facilities for depositing money 
now enjoyed by the investing public were curtailed, then naturally those 
deposits would go back to the hoards as was the condition in India 
years ago.—I do want that more Indian joint stock banks should be start¬ 
ed so that Indian money may be used for Indian industries. If Indian 
money is diverted abroad, our own industries will suffer. Certainly, India 
is not rich enough to spare money to benefit foreign trade. 

1510. Foreign trade with India cr with foreign countries?—^With. 
foreign countries. 

1511. Do ,)Ou believe that a substantial part of the money which is 
deposited with these banks is actually used outsid- India?—That is my 
belief. 

1512. You give in your memorandum the principal causes of bank 
failures in India. Can you tell the Committee some instances to which 
reasons (c) to (y) are applicable?—The People's Bank is a sufficient 
example to illustrate my meaning. 

1513. Does that support your reasons (o) to (g)? —From (c) to (e). 

1514. You hcve got no personal knowledge of any of these bank 
failures ?—No. 

1515. You suggest that Government help should be given to reconstruct 
a bank on the verge of liquidation. Will you explain what kind of help 
you are contemplating?—(lovemmcnt should study the position of the 
bank at the time of the crisis, and if the-v find the position sound enough, 
they should take over the control. 

1516. Do you mean to say that Government should for the time being 
actually run the Bank?—Yes, through their own agency. 

1517. You suggest some concessions should be given to co-operative- 
banks so that they may reduce their interest rates on advances to agri¬ 
culturists. What concession have you in view?—Since co-operative banks 
have to receive deposits at high rates of interest, they have to charge 
high rates of interest. My suggestion is that they should be helped to 
invest their money at lower rates of interest. 

1518. Will not that result in an adverse effect on the operations of 
the indigenous bankers?—^I do not think so. as the rate charged by the 
indigenous bankers is not very high. 
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1619. Not so high as that charged by the co-opei-ative banks?—Not so 
•high. High rate.s: are charged by the village money-lender. 

1.520. Mr. Laniond: Do you consider it necessary for the co-operative 
hanks to pay the high rates of interest they do on deposits?—With Gov¬ 
ernment guarantee, they can get the money at lower rates of interest. 

1521. Do depositors not think that there is a Government guarantee at 
the present moment?—They no doubt supervise. 

1522. Chairman: Do you realise that what you are telling us now may 
ha at variance with what you have already subscribed to in the Bihar and 
Orissa Banking Committee’s report?—I do not recollect all that is put 
down in the report which was written several months ago. There may 
he some slight difference in what I have said now and what I said then; 
but only slight. 

1523. Talking about General Banking Organisation you say “One of 
the ways of doing so (developing and improving indigenous hanking) is 
b.y establishing greater co-operation between thece indigenous banks and 
the joint stock banks, and this can be brought about by giving these in¬ 
digenous bankers the status and facilities of jcint stock banks and should 
he recognised by the Eeserve Bank and these joint stock banks should 
discount hundis through parties dealing directly with approved indigenous 
hanks and afford credit facilities to approved indigenous banks oh one 
.signature”. Would you agree to this proposition that if the status and 
facilities of joint stock banks were extended to the indigenous bankers 
they must subscribe to the conditions and limitations which are imposed 
on joint stock banks?—do not want 'ill indigenous bankers to be subject 
"to such conditions, but only those who want to get the benefit of being 
•so placed need be included in the scheme. In the long run all the in¬ 
digenous bankers will be covered up. 

1624. I find the following passage in one of the Reports of the Pro- 
.vineial Banking Committees; — 

“The decline of the indigenous banker is due tc the great develop¬ 
ment of commercial banking in the Province, and if this development 
contmues it is only a matter of time before the indigenous banker becomes 
•extinct or survives only as a curious relic of an order that has passed 
-away. To attempt to revive him, on a large scale is not, therefore, likely 
to succeed. His house has collapsed and would have to be almost entirely 
rebuilt”. Strong words those, but what are your views on that state¬ 
ment?—Conditkn.9 might differ in that province from which the report 
-enianates, but so far as the Bihar and Orissa is ccncemed, conditions are 
entirely differenc. 

3625. So you admit, what is true of ycur province may not be the 
same in all other provinces in India?—^’Tbat is true. 

Lala Harkislian Lai: Another point is that Punjab had never been 
rich in these indigenous bankers because of successive invasions by people 
like Nadir Shah, Ahmed Shah and others.' 

1526. Chairman: What I am only' trying to point out is that condi¬ 
tions are different in different provinces, I am only trying to find out 
from the witness whether he holds a dogmatic view in regard to these 
matters or not?—As I have already said, I entirely agree that conditions 
might be different in different provinces. 



1527. Dr. Myder: 'Will you kindly tell me •whether the ind%|BiiouBi 
banker has totally disappeared from your province or does he still exist ?— 
There are several of them in my province. 

152S. A statement has been made in the Bihar and Orissa Banking 
Committee Eeport that the old hereditary bankers have disappeared but 
that their place has been taken up by other people and that the old 
Patna Shroffs have now been transformed into zamindars by the opera¬ 
tion of economic forces, etc. Is it a fact?—Yes, it is so. 

1529. Chairman : You say indigenous bankers may be required to get 
their accounts examined and audited by Government Examiners. Are 
you in a position to state how this suggestion will be received by indigenous 
bankers?—I refer only to those people who would like restrictions to be 
placed on their operations in return for the privileges. 

1630. You say unwillingness of Government to deal with private banka 
does not rouse the confidence of the public in such banks. Will you 
explain, what kind of dealings Government should have with such banks?" 
—I am referring to the Treasury and other Government work such as the 
postal work. 

1631. I thought that you told me a liUle while ago that you wanted' 
the Government treasury work to be given to the indigenous bankers. Now 
you say you want the work to be given to private banks ?—I do not mean 
to ray that the work should be given exclusively to indigenous bankers, 
I ■would have no objection to the joint stock banks also doing the work. 

1532. But you admitted that the Imperial Bank at various places have 
actually handed over their Khazanchi’s work to the indigenous bankers. 
So then, your statement so far as that is concerned is not wholly oomestT 
—There is a great difference between the work of a Khazanchi of the 
Imperial Bank and the Government work. 

1683. Are you aware that in some provinces some of these indigenous- 
bankerei used to function as bankers of Government in certain respects, 
and are you aware why that scheme was given up 1 —I know that Treasury 
work was being done by indigenous bankers, but I not know why it had 
■to be abandoned. 

1584. In regard to the post offices do you know that tu some principal 
cities the cash work is actually being 'done by private firms?—^I have no¬ 
knowledge. 

1535. Therefore, if I suggest to you that you have made these remarks 
without any knowledge of the actual facts_, I would be justified in saying 
so?—^I have no knowledge of the conditions in other provinces, but so far 
as Bihar is concerned, there is no such arrangement in existence. 

1536. May I suggest to you that even as regard post offices in Bihar 
you do not know the full facts?—So far as I know, generally speaking, no 
such thing is in existence in Bihar. 

1637. I suppose you are taking a considerable amount of interest in the 
work in the Legislative Assembly?—No. 

1538. May I suggest to you that if you had done so you would have 
noticed that Government have from time to time explained their posHion: 
in regard to this matter in reply to questions from Hon'ble Members 5^1 
do not know anything about that. 
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1689. Mr. B-uckl^: Heferring ko Bank faihire*, ydu talk ©f the AMiai^' 
Bank of Simla and the “National Bank”. Am I correct in saying tli*k* 
you are referring only to the “Bengal National Bank” and not the National’ 
Bank of India which still exists?—am sorry, I refer only to the Bengal'' 
National Bank. My memorandum may be corrected accordingly. 

1540. The discounting of hundia is a very wide form of credit in India. 

I understand that the forms of hundis differ all over India in the various 
provinces. They are drawn upon pieces of paper. They have various 
salutations and all the rest of it. I just want to know this. TIo you think 
that if the form of hundi is standardised all over India, giving as little 
detail as possible and made bi-lingual, i.e., English and the vernacular 
of the Province on the same paper, it would be more popular with btmks 
for discounting purposes?—I quite approve of the suggestion. 

1541. Mr. Mami Subedar: In Bihar, I understand they have passed an 
Act tiy which Government directly gives loans to industrial enterprises, 
and I understand that some of these loans have net been very successful 
from the Government point of view. Is that so?—Yes. 

1542. So, do you think, to avoid loss to Govermnent it would be better 
if these industries are helped financially through an Industrial Bank?— 
have no olijeoticii to the suggestion. 

1543. You know that there are about .33 crores of rupees in the Post 
Office Savings Banks, another like amount in the Postal Cash ■Certificate^ 
and about another Es. 80 crores in the Exchange Banks in the form of' 
deposits. Do you. think they are all Indian money?—I think the bulk of 
it is Indian money. 

1644. And is it your opinion that the bulk of this money is not avail¬ 
able for the industrial development or the internal trade of the country? 

'—In iny opinion, Ihese funds ate not at all made available for the develpp- 
ment of the country. 

1545. It has been suggested to us that some restrictions should be 
pffteed oin the Exchange Baiiks receiving deposits in this country. Do you 
approve of the suggestion?—It would be better if it is done. 

1646. Then, you think that these fuinds which now go to the Exchange 
Banks will be diverted to the Indian joint stock banks and indigenous 
iMmketB and will ultimately be available for feeding the internal trade and 
industry of the country?—That is so. 

1547. In answer to the Chairman you said that the indigenous banker- 
is now not in a position to finance the indusfries of the country, but that 
if he has somebody above him to fall back upon in times of crisis (Gov¬ 
ernment or another Bank) he will not hesitate to invest his funds in the 
industries of the coimtiy?—Yes. 

1548. Chairman: That is a general statement which you make vuth 
reference to all the indigenous bankers and you do not refer to yourself 
alone?—I mean not only myself but all the other indigenous bankers. 

1549. Dr. Hyder: You have suggested the formation of an Industrial 
Bank in your Province. Do you think that if a bank is started you will 
find enough qualified men with the requisite experience, trainings and kncfw- 
ledge of the province tc control the working of the hank?—I do not think 
there will be any diflSculty on that count. 

1550. Y'^u have said that the indigenous bankers should be given cer¬ 
tain facilities and status as Indian joint banKs. Now who should give- 
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i^his status? —Either Government or the Reserve Bank when it is formed 
can assume these powers. 

1651. Eai Bahadur, you have a very wide knowledge of your province. 
Do you not think that if this work of selecting certain people out of the 
indigenous banking community were undertaken either by the Reserve 
B.ank or Government or the Imperial Bank, there would be a great heart¬ 
burning among the indigenous banking community as the men chosen would 
enjoy some special privileges and a superior position?—I want these 
privileges to be given only to those people who will be prepared to submit 
their state of affairs to audit, etc. 

1552. Do you think apart from this willingness to submit their accounts 
■fo Government, etc., there need be no other restrictions or conditions?— 
•do not think any other restriction are necessary. 

1553. How would you ensure that the accommodation which these men 
might obtain would be passed on to the less fortunate members of their 
fraternity and ultimately to the cultivator?—If they do not want to do 
the work, there is no question, otherwise they will get all these advantages, 

1664. That is quite natural. But how would you ensure that the cheap 
rate of credit which one obtains would be passed on to cultivators?—Gov¬ 
ernment might impose restrictions. 

1555. Mr. Lamond ; Referring to question 4 in your statement, you 
•Answer: “The banks, being generally in the hands of the foreigners, they 
do not encourage Indians in starting new industries with the same spirit 
as they do their own countrymen”. May I know what system you have 
in mind which the bank adopts ?—^If a foreigner starts an industry, he will 
get advances against block, but it is not done in the case of Indians. 

1658. Commercial banks do not advance moneys against block?— 
■know an instance where the bank had advanced moneys against the secu- 
•rity of a mill. There was a flour mill on which security the bank had 
advanced a loan. This was about the year 1908, that is about 21 years 
ftgo. 

1857. It was against block, Was it?—As far as my knowledge goes, 
'because they hal no liquid assets, that is stocks, they had to get a loan 
against block. At that time I was a buying and selling agent of that 
mill. 

1558. Do you know what the security was ?—I cannot say as I have not 
seen the papers, 

1559. Chairman: Was that an English firm?—Yes. 

1560. Mr. Lamond: That is the only case you know?—Yes. 

1561. Mr, Rushforth: You speak about an indigenous banker being 
rmwilling to advance moneys to industries, because indigenous bankers 
have no confidence in those industries, unless they can depend upon re¬ 
ceiving Government help. In yomr pr.jvince under the Industrial Act 
Government have helped several industries. Do you find that your in¬ 
digenous bankers give those industries any further facilities now having 
greater confidence in them since they have been getting Government help? 

Does the Government help make any difference in your district?_^The 

brfp given by the Government is not adequate; therefore all the indus¬ 
tries have not been successful. 
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1562. The attitude> pf the indigenpus bankers towards these indufr* 
trjpj^^has not been, changed . far, Is it Bdt?-r-Iido not Jsndw' about' any 
that has keen helped so far and I cannot say anything abouFthe 

attitude. 

1^63. I would refer you to the section in the Bihar and Orissa Pro¬ 
vincial Committee’s report where you are speaking of starting an Indus¬ 
trial bank that would be able to take greater risks than the ordinary in¬ 
digenous bankers. Are you not afraid that such a bank would compete 
with the indigenous bankers ?—^No. 

15()4. Do you not think that when such a bank is started it will 
give moneys at a cheaper rate and would give more facilities than those 
given by these indigenous bankers?—I do not think so. Even if they do, 
it will not be so disadvantageous, when the bank is started. 

1665. Do you not think that the Bank would compete in any way with 
the jndisrenous banker?—Not, in such places. If there is a little competi¬ 
tion or disadvantage, the benefit which the countrj- will get would be a 
great consolation. 

1566. Mr. Jadu Nath Roy : With regard to entrusting treasury work to-* 
indigenous bankers, T want to know w-hether it will be necessary for them 
to submit their balance-sheet or whether they will be restrained from 
doing any other business, even though they give security?—If the secu¬ 
rity is given, there is no need for them to submit the balance-sheet. But 
even if a bal.uiee sheet were required, T would have no objection. 

1567. Would you have any objection if tljcjy are restrained from doing 
any other business?—They should not be restrained. Whenr'they' give 
security, where is the harm in their doing some other business? But' 
■such business should be don© quite separately and should not be mixed 
up w'ith the banking business. 

1568. If you give security and if there arc any losses in the treasury 
business, you can make good that loss from security. Is it not possible? 
—But that will cause confusion. 

1569. Mr. Mukhtar Singh: Does the indigenous banker give loans to 
an ordinary cultivator?—^No, they do not give. There may be a few cases 
■but I know indigenous bankers are not getterally giving loans to cultivators|.. 

1670. What is f.hc rate generally charged by them?—They charge 
between 12 per cent, to 15 per cent. 

1571. What is the rate charged by the Co-operative Bank?—15 per cent, 
to 18 per cent. 

1672, When they get loans at a lower rate, why do they to the Co- 
-eperative banks for loans?—Because they do not get loans from the 

bankers. 

1573. What is the rate charged by a money-lender?—About 24 per.cent. 

1574. Do you consider that the Co-operative bank rate is higher?— 
Yfs, because Iheie are many formalities to be gone through-in the case 
of Co-operative banks. They give loans tj cultivators on the security of 
ibeir land and the money-lenders are giving loans without any security. 

1575. What do you propose that rate of interesr should be reduced tol 
—I think the rate of interest should not be more than 12 per cent. 

VoL. Ill if 
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1676. In what way can the Co-operative banks reduce their rate and 
what sort of facilities you like them to give?—If they pay at a lower 
rate, they will get deposits. In the beginning when the Co-operative 
banks were started, they were charging 8 per cent, to the Societies and 
they used to give ioans to cultivators at 16 per cent. At present their 
rate of interest is 6 per cent, to 6J per cent, on deposits. They can even 
reduce their rate. 

1577. Chairman-. Ts it a fact that they have not reduced the rate so 
far as Bhagalpur Central Bank rate is eoneornedi?—Their rate was from 
the beginning Bs. 15/10 per cent, and I hear in Cuttack also the rate is 
Rs. 18/12 per cent. 

1.578. Mr. Mnkhtar Singh: Do you consider, as you have stated, that 
the people in Bihar and Orissa are proverbially poor?—Yes. 

1579, Do you think it is generally due to the fact that people there 
are mostly cultivators and that the only means of subsistence for them 
is land?—Yes. That is one of the main reasons. 

1680. That is why you want more industries to be started there?— 
When more industries are started, there will be a fresh opening for 

eatning. 

1681. Do you think that a new industrv there can be started without 
any risk?—To start an industry without a risk is a difficult problem. A 
Kttle risk there will be, but I say that there is enough scope in Bihar and 
Orissa for starting more industries. 

1682. Why do not the people start industry?^—Because there is not 
sufficient money. 

1583. Is it the only reason? Y'ou say the skill is there and all other 
things are thers; only the finance is wanted. Is it what you mean?—The 
sUU is there and even if there is no skill that can be provided for. There 
are other facilities too. The only thing wanted is credit facility. 

1584. Do you think that if an Industrial Bank is started, it will be 
able to take tlie risk of advances?—According to my knowledge a Co¬ 
operative bank is started which is doing well. There is no reason why the 
Industrial Bank should not be started. 

1686. You say that because a Co-operative bank is a success there, the 
Industrial Bank would also be a success. But a Co-operative bank has 
unlimited liabilities of members in the matter of securities; in the case 
of an Industrial Bunk there will be no security?—I say those who will start 
Industrial concftms will have capital with them in the beginning. What¬ 
ever industrial concerns will require moneys from the bank will have their 
own capital also. Of course, in any case I do not say that there will 
be no risk. 

1586. You said in answer to Mr. Buckley's question that forms o* 
hundis should be printed in the chief vernaculars of the provinces, that 
is, Hindi and English. What is your object?—My object is that one who 
wants a Hindi form may use that,' one who wants English may take 

that. 

1587, You are against the idea that people should not be compelled fo 
draw their hundis in English alone?— 
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1588. You told us that the indigenous bankers will be submitting their 
bslatice-sheets. Supposo these indigenous bankers get themselves regis* 
tered in the Joint Stock Organization, would it satisfy you?—^My object 
is whatever may be the concerns they should get themselves registered. 

1589. Mr. Khaitan : In answer to a question from the Chairman you 
said “Without some sort of Government help people do not have confi¬ 
dence in industries”. In that Govemmeut help do you include protec¬ 
tion 7—Yes. 

1690. Are people In general at the present moment under the impres¬ 
sion that because of foreign competition it is not possible to have many 
industries in India which could, be successful?—Yes. 

1591. Therefore, would you like some change in the present fiscal 
policy of Government?—Yes, 

1592. If people find that Government arc prepared to give adequate 
protection to such industries as stand in need of it, they would be more 
ertily willing not only to support industries but also to finance industries? 
—Yes, I think so. 

1593. You are a member of the Board of Industries at Bihar. Is it not?, 
'—yes. 

1694. (You have also been for some years a nominated member of the 
Bihar and Orissa Legislative Council. Is it not?—^Yes. 

1695. I may therefore take it that you are a great co-operator with 
Government ?—^Not always. 

1596. What I mean to say is that you are not an extremist. You accept 
nomination by Government and you are nominated by them. What I want 
to know from you is that in spite of these liberal political views of yours, 
you think that in order to develop industries a change in the Government 
fiscal policy is necessary?—Yes. 

1597. Eegarding the appointment of examiners you told the Chairman 
that you wanted them to be selected in consultation with the Finance 
Department. Do you mean the "Finance Department of the Government 
of India?—I mean the Finance Committee appointed by the Assembly. 

1698. Do you advocate that because you are under the impression that 
people have not got sufficient confidence in the Government at present?— 

Yes. 

1599. In your memorandum you have said that in Bombay banka 
such as the Imperial Bank, the rate of interest varies from 7 to 9 per 
cent, while the private banks and shroffs charge at the rate of 9 per cent. 
Have you any experience of the sotocari rate of interest in Bombay ?—So 
far as I know, it is less than 6 per cent. 

1600. Is not the sowcari rate of interest in respect of hhatapp.ta in 
Calcutta 6J per cent. ?—My information is that it is less than 6 per 
cent. 

1601. You have a firm in Calcutta?—^Yes. 

1602. You know that in Calcutta extensive business is done at the 
rate of 6f per cent, per annum, and often the hundi rate in Calcutta 

is much lower than 0 per cent. ?—^That depends on the market. At pre¬ 
sent it is as low as per cent. 

M 2 
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1603. Do you know of any concrete case of a bank which has failed 
owiftg, toi speculative investment?—I do..nob-<know<'of any Bp«cifiO"in-’ 

In my upinicm. it may be one of the causes; 

1604. Is it your experience that people who engage in indigenous 
banking are very cautious with regard to their investments?—Undoubtedly 
they are. 

lOO/). If joint stock banks .are started in future in India, is there much 
risk if they go in for speculative investment?—That depends on what sort 
of men .are in char<:(e of those banks. I do not think there will ber.any 
genera! risk. There may be some risk in certain cases. 

1606. My information is that you have also got some industries besides 
banking. Is that correct?—Yes, I have got four mills, one, a flour.and 
oil mill at Patna; ariotlier oil and rice mill at Bhagalpur; the third, again 
an oil mill at Calcutta; and the fourth mill I have just purchased at 
Benares to manufacture oil, but it will .also undertake grinding of wheat.,. 

1607 Chairman: You said you wanted to stop the foreign exchange 
banks taking deposits because you think that if they are stopped from 
doing so, it would .add to the credit facilitii:3 in the hands of other people. 
Is your opinion based on a general survey of the situation?—Yes. 

1608. Has that view any relation to actual experience in .yournown 
province?—That is iny general impression; if they are stopped, the money 
will come into the Indian market and thus help Indian Industry, 

1609. Therefore your view is based on what I may call general-con¬ 
siderations and not on practical experience''—Yes. 

1610. You told us that it is important to have an industrial bank in 
each province and you said that there is a gi'eat scope for such a bank in 
your province. But I find that the Indian members of the Banking Com¬ 
mittee of your owTi province, of Avhioh you were a member, were divided 
in their opinion on this matter. Are you aware of that?—^Yes, there may 
be difference of opinion. 

1611. Then you say that unless Indian industries are adequately pro¬ 
tected,, the chance i of their thriving are not very bright. You admit, hav¬ 
ing made that statement?—Yes. 

1612. Now then you knoM^ that the securing of protection is rather, a 
difficult matter. There are the interests of tbe industrialists who invest , 
money as well as those of the consumer that are to be taken into consi¬ 
deration. It may be that even under a demecratic form of Government, 
protection may be difficult to obtain. If therefore you were not certain 
of getting help for your industries in the form of protection, would you 
still support the idee of your Industrial Bank?—I think that even so, the 
Industrial Bank will have a useful purpose to serve, because my opinion 
is that e ven under a democratic form of constitution the Government will 
have at times, to help the industry with protection. 

1613. But IS that not putting the cart before the horse? Is it your 
vie'.v that the Industrial Bank should be started irrespective of the pos¬ 
sibility of protection?—I think it should. 

1614. Irrespective of the possibility of protection?—Yes. 

1615. In one of your answ'ers to Mr. Khaitnn you said that you wanted 
to substitute ‘the Finance Committee of the Assembly’ for the IFinancv 
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Department’. Have you any idea what the Standinp; Finance Committee' 
means?—That means a Committee elected by the Legislative Assembly. 

1616. You do not know the constitution of that Committee. Pro¬ 
bably you are not av/are that it is not a statutory' body.—But I have' 
some experience of our provincial Public Accounts Committee. 

1617. Is it your intention that the selection of examiners should be 
made in consultation with this Public Accounts Committee ?—1 meant the 
Finance. Committee of the Legislative Assembly. 

1618. Mr. Khaiian-. Probably j'ou made that recommendation under 
the impression that the Finance Committee was elected by the Legislative 
Assembly?—^Yes. 

1619. Chairman: Then, really there is no difference. You suggested 
two alternatives, one in consultation with the Finance Department for 
which yfiu now propose to substitute the Finance Committee of the 
Assembly without understanding what that substitution would imply.— 
If it is by the Assembly, it will be by the whole body; but if it is by the 
Cemmittee, 'chen it will be by a small group of people. 
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SIXTH DAY. 

Saturday^ 23rd August 1930. 


Present; 


Sir Bhupendka Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 
Sir PuRsnoTAMDAS Thakurdas, Kt., C.I.E., M.B.E. (Vice-Chairman). 


Mr. D. P, Khaitan. 
Mr. F. V. Eushfortii. 
Sir Hugh Cocke, Kt. 
Dr. L. K. Hyder. 

Mr. W. Lamond. 


Mr. K. W. Buckley. 

Mr. G. K. Devadhar, C.I.E. 
Clioudhri Mukhtar Singh. 
Seth Haji Abdoola Haroon. 


Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. (Secretary). 


Mr. II. P. Masani, M.A. (Joint Secretary). 


Mr. A. D. Shroff, iva.s examined. 

1620. Chairman : You say that generally speaking debentures of cotton 
mills are not freely marketable like debentures of other industrial companies 
like the Tata Iron and Steel Company. Can you tell the Committee the 
reasons for this?—The thing is that most of the debentures which were 
issued by the Cotton Mill Companies w'cre taken up either by the native 
States or by big financiers. I liavo prepared a statement of debentures 
issued by the various cotton mills which shows that the majority of the 
debentures were taken up by wealthy merchants or Indian Princes. When, 
therefore, small lots of these debentures are offered, it is difficult to find 
buyers. To give you an instance: in the case of the Kohinoor Mill deben¬ 
tures, when small lots tire offered, it is difficult to find buyers. 

1621. But if there are many buyers?—There being no regular dealings 
it is difficult to bring buyers and sellers together. 

1622. Sir Purshotavidae Thakurdas : Is there any company which has 
a regular raatket for its debentures?—Yes, some, such as the Tata Iron 
and Steel Company and the I’ata Hydro-electric Company. The deben¬ 
tures of these companies were so well spread over the Investing public, 
that there were always some buyers and sellers. 

1623. Chairman: Your reason for this state of affairs is that these 
debentures were taken by limited groups of financiers who did not try 
to place them on the market?—They never tried to create a market. In 
the case of companies like Tata Hydro, several local banks came out and 
bought its debentures. Even the Central Bank devised a scheme whereby 
it induced its clients to b>iy those debentures by instalments. 

1624. Vice-Chairman : You know that the Central Bank underwrote 
Bombay Steam Com])an\' debentures?—From the enquiries I have made, 
they had practically finished off the whole lot. The Simplex Mills on the 
other hand issued debentures to the extent of Es. 25 lakhs which were 
entirely held by the Chartered Bank. Their financial aiTangcment is guch 
that the company stands committed to one bank to have all its finances 
through that bank alone. 
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,1625. Chairman : Therefore, from what you say it appears tnat even 
<the Exchange banks do interest themselves in these debentures?—^No, 

•if debentures are taken in the usual ordinal'}' sense of the term in which 
we understand debentures. 

1626. My point was whether Exchange Banks can give long term credit 
■to, say, a mill by obtaining its debentures?—Yes, if they mean to help 
•the mill industry. 

1627. Dr. Hydcr : Is it not the practice in other countries, for instance 
in Canada, that banks which support certain industries do not encourage • 
those industries to go to other banks for accommodation?—^Yes. In Canada 
they believe that if ycu want the best service, you must have one butcher 
and one banker. 

Chairman : If I may state Dr. Hyder’s point, if the same wholesome 
system is followed in India, will not the mills get more accommodation 
in the shape of debentures being taken up by the only bank they are 
doing business with?—Yes, assuming that the Indian banks are as enter¬ 
prising as the Canadian banks. 

1628. Dr. Hyder : Are you in favour of that system—one company, 
one bank—being adopted in India?—If it were jiossible to develop it, I 
•should recommend it. 

1629. Chairman : What is the difficulty in the adoption of this arrange¬ 
ment in India—one company, one bank? Poes the difficulty arise from the 
defect on the part of the company itself or on the part of the bank?—It 
depends on how the bank looks at the position of the company, but 
personally, I think that the resources of the Indian banks at present are 
not sufficiently large so that they could commit themselves entirely to 
particular companies in regard to their total finances. If a bank like the 
Pentral Bank of India would finance a company like that of the Simplex, 
it would suffer greatly in the eyes of the investing public. 

1630. Is it because the Simplex Company is not a thoroughly stable 
■ concern?—It is not in the eyes of some investors. 

1631. I shall not ])ursue the question further. Now then, you slate 
that the Treasury Bills h.ave competed severely with bank deposits with 
the result that the banks have either to refuse or drastically curtail advances 
<to the mills. You yourself refer to the financial ^voakness of the managing 
agents and the lack of ballast of some mill agents. Would it not be wrong 
to suggest that the curtailment of facilities by the banks may be due not 
80 much to want of funds as to the policy of caution required in advancing 
moneys to concerns which have fallen on evil days and to the fact that 
the financial position of their managing agents, nhose security is generally 
I;aken for such advances, has also weakened?—I am afraid the question 
confuses two separate ideas. When I make the statement that the 
continued issue of Treasury Bills by the Government of India has been 
responsible for depleting the regular resources of banks, I am making 
.a statement which would be borne out by every banker in India. There 
is no direct relevance to the peculiar circumstances which have arisen in 
the case of certain cotton mills in regard to their financial position. I 
■absolutely confirm the statement that banks suffered by the continual issue 
of Treasury Bills by Government and that their deposits have gone down 
'considerabiy and I have known of banks having had to offer better rates 

. for deposits to their customers. 



1632. I do not want to pursue your point with regard to your first 
proposition. My only point was to find out the connection between the 
issue of Treasury Bills and the difficulty which the mills, you say, 
experience in finding their deposits. Is it due to the fact that these mills 
have fallen on evil days?—I do not agree. I think most of the gentlemen 
present here are conversant with the position of mills like the Swadeshi 
mills. Until two years ago, mills like this used to command better rates 
for deposits than even some of the banks. If you vail compare the present 
deposit rates of some of these first class mills w'ith the rates that they 
paid about 2 years ago, you will find that the mills now fail to attract 
deposits and this is naturally because of the fact that Government are 
trying to draw out all available funds through their Treasury Bills. It is 
only since April or May 1929 that there has been a continuous and regular 
issue of the Treasury Bills without any relevance to market rates. These 
mill companies do not take short term deposits of less than six months’ 
duration owing to their peculiar difficulties and naturally they have been? 
hard hit by the issue of Treasury Bills by the Government. 

1633. Chairman: Then, do you hold that if the Treasury Bills had not 
heen so frequently issued and the rates of interest had been lower, mills- 
with good financial position would have fared better?—Yes. 

1634. Dr. Hyder: So far as these deposits of the mills are concerned, 
could you tell us what the average size of their deposits was before the 
issue of Treasury Bills?—I have got a rough statement made out and 
I find therefrom that they (about 25 mills) had something like Rs. 5 crores- 
in deposits between themselves. 

1635. My point is this. You know that no one can operate with these 
Treasury Bills unless for a minimum amount 'of Rs. 25,000, and I do not 
know how you say that the depo.sits from the mills are being attracted by 
the Treasury Bills?—I can quite follow what you mean in regard to small 
sums, but there are depositors of large amounts too. My real point is 
th^t the mills were actually forced to offer higher rates for deposits because 
oJrJlsovemment competition. Money like water assumes its own level. 
Since Government paid higher rates for Treasury Bills, particularly for 
twelve-month bills, the cotton mills had also to quote higher rates to attract 
deposits. 

1636. Mr. Khaitan: Supposing a man has deposited Rs. 20,000 in the 
Swadeshi Mills. He can withdraw it, add Rs. 5,000 to it and invest the 
amount in the Treasury Bills. Is that not what you mean?—Yes. 

1687. Taking another case, supposing a man has invested Rs. 5,000 
each in five different mills he can withdraw the amount and deposit the 
same in the Treasury Bills?—Yes. 

1638. Dr. Hyder: Then will it not mean this, that the man who with¬ 
draws his money from these mills or other banks, will have to lose his 
interest on his deposits when he withdraws his money before maturity ?— 
But, he need not do so. He can wait till the date of maturity arrives 
and then he need not lose any interest. In any case, the. Treasury Bills 
are always open for subscription. Moreover these small deposits were- 
diverted to banks who perforce had to raise their deposit rates. 

1639. Chairman : Therefore your point is that since April 1929 Govern¬ 
ment have been following a peculiar policy and that that had an adverse 
effect on the deposits of banks and mills. But the statistics you have- 
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furnislied to us, hardly bears out your remarks?—I 

furnished the statement to you simply as an illustration of the position; 
of the deposits of cotton mills. I have only prepared the statement to 
elaborate my point, “The importance of this source of working capital is 
proved by the fact that for the year ending Slst December 1928 the amount 
of deposits received by 25 mills reached the aggregate total of Es. 5'Q8- 
crores”. 

1640. Now, I find that even in 1920-21 Government were issuing 12; 
months’ Treasury Bills and in that year they issued up to Es. 14 crores?-H 
Yes. 

1641. The same was the case in 1921-22 also!—Then the practice wss 
stopped for some years and only revived last year. What I am trying 
to point out is that Government had been taking the most ill-advised 
step in this matter. 

I might tell you, Mr. Shroff, that I am not here to go into the question 
of policy of Government. We are here only to examine questions of fact.— 
With your permission, Sir, I might say that if you are at all out to give- 
this country a banking structure which is going to promote the economic 
welfare of this country, you should organise that banking structure as a 
hand-maid of Indian commerce and industry. I would just like to place 
before you this standard which has recently been enunciated by no less & 
person than the Chancellor of the Exchequer of England. 

1642. Sir Hugh Cocke: May I ask whether the deposits from these 
mills in Bombay have not fallen off only because of their declining' 
position?—It may be so with weak mills, but it is not so with strong mills. 

1643. You say that mills obtain loans from banks on the security of 
stock of cotton and cloth and that in several cases banks insist on the 
additional guarantee of the managing agents over and above the stocks- 
hypothecated. In view of your statement that the borrowers are required 
to keep a margin of 20 to 25 per cent, for cotton and cloth in bales and 
40 to 50 per cent, for cotton and cloth in process, can you tell the Com¬ 
mittee whether you are aware of any reasons why banks insist on addi¬ 
tional guarantees from managing agents?—It is all simply working on the 
idea of ‘safety first’ principle. Personally I know of several cases where 
Banks insist on the additional guarantee of the managing agents over fipd 
above the goods hypothecated. I should say this is really going too far 
and, if I may say so, is meaningless. 

1644. Your point is that they are carrying on this question of guarantee 
to an unreasonable extent?—Yes. 

1645. Mr. Buckley: Mr. Shroff, are you aware that there are many 
cases where the Managing Agents do not give their personal guarantee 
in the case of overdrafts, but merely give a guarantee that the overdrafts 
granted are always covered by stocks?—I have not come across a single 
instance like that in Bombay. Probably it may be so in Calcutta. 

I do not know what conditions are in Bombay, but I can tell you what 
I told you is a fact so far as Calcutta is concerned.—I am glad to hear 
that. 

1646. Mr. Lainond : You know that the Imperial Bank Act requires 
a second name in such cases. Therefore, if the Imperial Bank does not 
do so, the other banks naturally ^llow suit?—If they do so you will excuse 
my saying so, there is not much commensense behind that. On the same 
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principle, I wish that the Imperial Bank is made to do certain other things 
which the other banks are doing. 

1647. Chairman: You say that to encourage the floatation of iron and 
steel companies which require a large proportion of fixed capital, it is 
necessary to mobilise the existing resources for obtaining capital by the 
formation of industrial banks. In a later paragraph you say that the cost 
At present of raising the necessary capital is rather high. Do you expect 
that with the establishment of Industrial banks the cost of raising capital 
will be considerably reduced?—It is not so much the question of the rate 
at which one gets the capital. Promoters of several industrial concerns 
■say that there is no capital available for certain industries. I do not say 
that the capital is not there in India; capital is there but I say it is not 
properly mobilised. To give you an instance, I may refer to another 
industry which needs the capital. I mean the cement industry. Two new 
cement companies have been started, they are the United Cement Com¬ 
pany and the Okha Cement Company. The promoters of the Okha Cement 
Company experienced great difficulty in raising a capital of 30 lakhs, 
although cement companies were paying good dividends at the time. 

1648. Chairman: I may tell you that one of the witnesses told this 
■Committee that there is no dilficulty in getting capital for the cement 
industry. What do you say to this?—Well, that is my actual experience 
that the cement industry does suffer from want of capital. May I know 
if that statement bears it out that the cement industry is getting all the 
capital that is wanted? 

That is our information. He says “If there ig hardly any industry 
worth the name which suffers from want of finance, it is the Textile 
industry.’’—I absolutely challenge that view. 

1649. You say that the Tata Industrial Bank could not survive long 
•because of ignorance of the fundamental principles underlying the working 
■of such banks. Will you kindly explain what the fundamental principles 
you refer to are?—The particular reference I would like to make is this. 
An industrial bank is essentially a bank which is never anxious in its earlier 
years to show large profits. An Industrial Bank proceeds very slowly, 
gradually and with caution. That is to say, several propositions that are 
'taken up by the Industrial Bank are such that they should be well tested 
and tried. 

1650. Is this fundamental principle which you mention followed in any 
other country?—I think it is there in other countries. On account of this 
j)rinciplo the banks in Germany and Japan are succe.ssful. I also refer 
to the ignorance of the investing public. 

1651. You say that the ignorance of fundamental principles is the 
cause. That means the working of such banks reacts on the manage¬ 
ment of the bank. To the best of my knowledge there were certain big 
people in the case of the Tata Industrial Bank and I cannot find out 
wherein came question of the ignorance of the fundamental principle?— 
I am afraid I am not a witness who takes everything on authority. Because 
there were big persons, it shoul.-l not have happened. That is the 
suggestion. Is it so? 

We have been trying to discover what was the difficulty or difficulties 
which led to the failure of this Bank. We have put Vne same question 
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to several of the witnesses and we could not get any information from 
anybody. Now, as you make this statement, we want to know wherein 
the ignorance of fundamental principles lay. 

1652. Dt. Hyder: Are you thinking of the industries started by people 
or of new industries?—There may be new industries also. What I say is 
it should be such an industry as gives reasonable guarantee of success, 
i’or instance, the Nira Valley Sugar Company which was floated by the 
Tata Industrial Bank and which proved a failure. 

1653. Chairman : It may have been that the Tata Bank did give a loan 
to the Companies which were not sound as, for instance, in the case of 
the Nira Valley Sugar Company. Your first statement was that this Bank 
tried to show large profits from the beginning and therefore it came to 
a crisis. Is it not?—That is one of the reasons. 

1654. In the first instance you said that is the reason. So, I thought 
that it is the only reason. But nov\', I know that it is 
•one of the reasons. Is there any other reason you seem to know? 
We have been asking many witnesses about this but they said they were 
not knowing them personally.—The floating and financing of the Com¬ 
panies was at the time of boom period. People had no idea about an indus¬ 
trial bank in India. At that time the holdings of the Tata Bank showed 
immense profits. I may tell you that a share which was Es. 15 paid-up 
was at a premium of Es. 60. That was only within three months from the 
date of issue. I think wiser management would have supplied a corrective 
by unloading a part of the large holdings which they had in this Company. 

1655. Did the Tata Industrial Bank actually try to run a business con¬ 
cern apart from their banking business?—No, they did not manage a busi¬ 
ness concern. They wanted to finance certain subsidiary companies and so 
the Industrial Finance Ltd. was formed. 

Then they simply advanced money. Is it not?—Yes. I know indus¬ 
trial banks in Germany work industrial concerns, but in the case of the 
Tata Bank I do not think they actually worked a concern. 

1656. As regards Germany do they not manage concerns?—They 
appoint their nominees to work as directors on the board of industrial 
concerns. 

1657. Mr. Bucldey : You say that they had an Industrial Finance Com¬ 
pany. Can you tell us what the bank’s holding of the shares of that 
company was?—I have got the balance-sheet. I will give you the figures 
year by year. 

1658. My recollection is that it was about 38 lakhs?—I will prepare a 
comparative statement and send it to you later. But I can say that it 
was roughly 39 lakhs of rupees. 

1659. I think it was about 38 lakhs. That, is my idea. Can you toll 
us when it was reached?—I think it was wdthin four or five years from 
the inauguration of the bank. 

1660. The Tata Bank was one of the Tala Groups and in order to 
eliminate the criticism that the bank was run in their own interests that 
company was formed?—If you watch the figures of the deposits of the 
Tata Industrial Bank year ■ by year and those given in the following 
column about investment in shares, you will find that deposits declined as 
a result of depreciation in the vrdue of shares. 
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1661. Sir Purehotamdag Thakurdas: What was the baak capital looked' 
up?—At one time about 40 lakhs. 

1662. Mr. Buckley: I think out of two crores it was only 26 lakhs?-— 
That was just when the bank was started. Four or five years in the case 
of an Industrial Bank is not a long period. 

1663. Chairman : If at the end of four or five years they had put in 
the holdings nearly 38 lakhs out of 2 crores would that be consideced 
excessive?—I think so. If you .see their last balance-sheet, you will find 
a sufficient indication there of how the bank was going on. A loss of 
Es. 11 lakhs had to be written off their investment in new industrial cnn- 
panies. 

1664. Mr. Buckley: You have referred to the capital for industrial 
concerns. Was not that the time when at Bombay and in Calcutta shares 
were taken up in enormous quanlities?—T’liere is a distinction between 
a banker and a layman. 

166/5. Chairman: Therefore, you think that the trouble might have' 
arisen from the point of view of a layman though from the banker's poinlf 
of view it was absolutely sound ?—What I say is that the banker shouitt 
have taken a wiser view. 

1666. You suggest the establishment of an industrial bank in each of 
the major provinces of India. Can you give the committee any idea of 
the initial capital that will be required for starting such a bank? If you 

. cannot give an idea regarding the requirements of the whole of India, can 
you at least give an idea of the capital required for the needs of the 
Bombay Presidency?—If we have to start an industrial bank, its authoris¬ 
ed capital should be 5 crores and its paid-up capital 1 crorc. I take 
these figures considering the industrial possibilities of this province. 

Nothing less than one crore would be the paid-up capital?—We cannot 
be so arbitrary about figures. 

1667. It is not a question of arbitrariness. We have been told by an 
experienced banker that to start an Industrial Bank 50 lakhs would be 
sufficient for a paid-up capital. What do you say to this?—With all due 
deference to that gentleman, I do not consider it a practicable idea. If 
you want the industrial bank to do any good to the country, it must, 
liave a paid-up capital of at least 1 crore. 

1668. On this point there is an adverse opinion. May I know wHy 
you consider the minimum figure of paid-up capital should be 1 crore?— 
Some of the cotton mills at Bombay have recently raised money on deben¬ 
tures with very great difficulty. One mill raised debentures to the amount 
of 70 lakhs. Another raised money up to 20 lakhs. And the third 
mill is trying to raise moneys by debentures at the moment up to 25 lakhs. 
I do not see how the Industrial Bank with a capital of 50 lakhs is going 
to meet such demands. 

1669. If the security is good, the Indtistrial Bank can also raise deben¬ 
tures. Therefore, if these mills want loans to the extent of 5 crores on 
adequate security then the Industrial Bank will issue debentures and supply 
them with funds?—I say the amount of debentures should have some- 
relation to the amount of paid-up capital, 

1670. So, you w'ant to impose a limit?—Y'^es. 



1671. I think somebody has suggested to us that we can make.the*limit 
•of debentures 15 times the amouht of the shares subscribed ?—If there are' 
.good industrial possibilities in the country, I do not see why debentmes 
may not be allowed to be issued accordingly. 

1672. You have complained about' the attitude and policy of the Gov¬ 
ernment of India. You are no doubt aware that the subject, Development 
of Industries in the Provinces is generally speaking a Provincial subject? 
Thb only concrete suggestion you make is that Government should under- 
■take the responsibility of lending financial assistance to Industrial Baiiks 
either in the shape of direct subscription to their capital or bonds or in 
the form of guaranteeing repayment of capital and interest on bonds issued 
hy them. Will you tell the committee whether any attempts have been 
made in the past to float such banks and Government assistance asked 
for?—The question rests on this. What has been the attitude of Govern¬ 
ment in regard to the industries of the country? When we know that 
•Government have not adopted the recommendations of the Industrial Com¬ 
mission of 1918 as a matter of policy to start Industrial Banks, I think 
it would be a waste of time to go and ask the Government to do anything 
for it. I do know' that the industries arc a Pro^Incial subject and when 
I refer to Government, I mean the relative Government, either Provincial 
Government or the Government of India. 

But here you have said in your memorandum Government of India. If 
you had simply stated about the attitude and policy of Government, I 
would have not asked you this question. 

1673. You say that industrial banks can open current accounts under 
'Short terra deposits and do the ordinary commercial banking. One promi¬ 
nent banker in his evidence before the committee has suggested that, except 
in certain special circumstances industrial banks should not do commercial 
hanking. Can you tell the committee why you advocate the comibination 
of both commercial and industrial banking in ycur proposed new institu¬ 
tion?—^Yes. I have made that recommendation about the working of the 
industrial bank. I do not see there is any objection to an industrial bank 
taking up the commercial side of banking. If industrial banks cannot 
•employ their capital by taking up grojects, they may consider propositions 
of supplying working capital to the industrial concerns. I have seen in a 
paper a suggestion that these banks should accept only deposits standing 
for three years. I say that may be the experience of people outside 
Bombay. ' But I do not think people are prepared to give to a bank 
■deposits for three years. 

1674. We do not pursue that point at all. But that is the experience of 
the gentlelman who has made that statement. He is a man of consi- 
'derablo experience in banking at Bombay. What do you say to this?—1 
simply sav that it you had asked the witness lo show' you the figures of 
deposits, vou w'ould have been able to find very i-are instances in Bombay 
of deposits standing for three years. 

1675. He was basing his proposition on a very sound banking proposi¬ 
tion .that their short time deposits should not be utilised for providing long 
term'loans?—He may be trying to improve upon the principle of safety 
■first—Safety first number one. 

1676. You say that there should be a well equipped intelligence depart¬ 
ment of the industrial bank placed under the direction of a man of varied 
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industrial experience who may be in a position to formulate schemes for 
the developiment of the industrial possibilities of the province on a business 
scale and also to analyse and criticise similar propositions placed before 
the bank for financial assistance and support. Is it vour intention that 
the industrial bank should itself initiate proposals for the development of 
industries and not merely examine and finance proposals placed before it?— 
I have to say this. The idea T have in mind for an Industrial Bank to be 
established in' India is this. There are certain agencies at present in India 
who work like what we call the underwriters in other countries. These 
underwriters have sufficient knowledge of the business, but there is a lack 
of sufficient capital with them. If the Intelligence Department of the 
Industrial Bank doing research work comes across propositions with a 
reasonable guarantee of suc.'cess and if such propositions are placed before the 
under-writers, they would ])iek them up and float companies. 

1677. Am I to take it that you advocate that these banks will not only 
receive deposits, cash cheques, transfer accounts, make loans, etc., but 
also share and participate in the conduct of the industrial and commercial 
concerns?—Yes, that is the idea. 

1678. Are you aware of the circulmslances which led to the establish¬ 
ment of such banks in Germany?—Yes, 1 am. 

1679. Can you explain those circumstances?—The real rise of the 
modem banking structure in Germany may be dated from the Franco- 
Prussian War of 1871. What are called Grossbanken were started frbm 
that date. They have not developed to the full extent what we call deposits 
but have drawn a new line, thus combining deposit banking with long 
term finance. The percentage of demand deposits held by the Gross¬ 
banken is comparatively small considering the M'hole total. 

1680. No doubt you are giving us an interesting account. But my 
point is “What were the circumstances which led to the establishment 
of such a Bank in Germany?’’—^The thing is this. The actual regeneration 
of the country is dated from the Franco-Prussian War. Some of the in¬ 
dustrial propositions in Germany w^ere financed by foreign banks like Banque 
de Paris et des Pays Bas, Later, the growth of large industries created the 
need for industrial banks. 

1681. Chairman: The most important factor, however, was the fact 
of the simultaneous capitalistic evolution of industry proper which neces¬ 
sitated a parallel developiment in the banking field. It cannot be said 
that the banks created the industries, since the funds which are gathered 
by the banks in increasing volume are mainly the result of the increasing 
productivity of capital invested in industrial undertakings. It is how¬ 
ever true that the creative power which in a comparatively short time 
placed German industry in its present commanding position took its 
origin with the men who put to practical use and in the interest of the 
econdmic progress of the nation the achievements and inventions in the 
domain of science and technique.—That confirms exactly what I said. 
Sir. 

1682. Is it possible to depend on that sort of development in India?— 
While I do advocate German banking as a model, I do not disguise the fact 
that conditions at present obtaining in this country are not suitable for any 
advance on those lines. In my opinion India would not have been so 
backward in the sphere of banking if the. public had taken that amount 
of interest in the development of banks like the German Grossbanken. 
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1683. You raise the general question that the public here do not take 
interest, but you are throwing on Government the onus of providing thft; 
capital by guaranteeing the interest.—I am only trying to compare one 
nation with another to show what can be achieved with the help of private 
public enterprise. I do not subscribe to the view that Government 
should shoulder the responsibility. My point is that the percentage of 
educated people in Germany was much higher then than the percentage 
of literacy in India today. 

1084. 'Iherefore, it was character including brains which helped' 
Germany in those days and not capital alone, 'to reach their present posi¬ 
tion?—I’lie circumstances are so entirely different that it is difficult to- 
argue further. 

May I read out to you another extract from page 706 of Parker Willis’ 
book; After the War Germau Imsincss requirements have been financed 
to only a small extent from within, and to an overwhelming degree by 
foreign loans, placed more hy private banks than by the Grossbanken. 

Again, Sir, you are discussing an exceptional situation. In 1920* 
Germany was trying to recover from the after effects of the war. 
All capital was lost to her as a result of the enormous depreciation of her 
currency, and she had to put forth considerable effort to restore her 
credit, 

1685. I did not say 1920. I said, after Che war, not immediately^ 
after the war. Here again it will be open to considerable doubt whether- 
the savings available in India are like savings available in Germany. 

Efforts should be made to mobilise the savings available. 

1686. Chairman: You say that Government should have the right of . 
nominating an additional director on the Board of the industrial banK- 
without the right to vote at Board meetings. In view of the fact that 
Government under your proposals may have a large stake in the bank on 
account of their subscribing to the share capital or guaranteeing the re¬ 
payment of capital and interest on debenture bonds issued by the bank, 
will not the Government require an adequate voice in the control of the- 
hanks ?— 

In addition to one Government Director, Government Imay appoint 
one or two trustees or a debenture Director to watch the interests of the 
debenture-holders. 

1687. Y'ou sav that the Board of Directors of the Industrial Bank 
should consist of business men and financiers of long experience. If the 
Industrial Bank is formed on joint stock principles, can you olw.ays 
ensure that the shareholders will elect tc the Board men of the type and' 
qualifications you mention?—I am glad. Sir. you have raised this question, 
because with your permission, I would speak on this question not only 
about industrial banks but about all banks. Ilnfortunatelv our experience 
in India is that though we have some experienced, wealthy and compe¬ 
tent men, the wisdom of managing banks seems fo have been monopolised 
bv a selected few and unfortunately the sharebfdders have often felt—X* 
should say, alwavs felt—that thev are not able to put on the Board men 
whom they would elect. Those men are always appointed I y the pro¬ 
moters themselves. This is a curse. 
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168^. Chairman : If I may, intervene at this , stage just for one 
moinent^you' are simply confirming the suggestion that I made a litth^ 
while ago that what is wanted in India is both character and brains. 

(Witness) You cannot look to the shareholders to find competent men 
as Directors of Industrial Banks. It is a common vice. As I have 
already pointed out, the one reason why ibanks in India are so weak is 
because the character of the directors that we have in several cases is 
none too great to inspire confidence. 

1689. If that is so, perhaps you would like your industrial bank to be 
wholly run by the Government as a sort of a national concern?—I would 
not say that; I am simply pointing out an incidental defect in the manage¬ 
ment of banks. 

1690. Sir Piirshota.vi(hiis Thaktirdas: Incidental or fundamental?—It 
-has become an incidental detect now. 

1691. Dr. Hydcr: Do you mean to say that in other countries share¬ 
holders are very wide-awake? Are they not everywhere a kind of sleeping 
partners?—Perhaps you do not belong to Bombay, Sir. I may tell you 
that in Bombay wc have an organisation known as the Bombay Share¬ 
holders’ Association, which has made it its business to collect all the 
information likely to be of use to shareholders in general. Tt has not only 
succeeded in some cases in getting the Directors to accept certain sugges¬ 
tions for improvement but in one case it succeeded even in obtaining a modi¬ 
fication of the Managing Agency agreement. 

1692. Dr. Hydcr: How do you propose to have on the Mano,ging 
Board the typo of directors acceptable to the shareholders?—By a change 
of heart. 

1693. Chairman: Is that the only remedy you have to suggest, for 
this state of affairs?—I am sure, Sir, you believe in what is coiled the 
moral effect of things as against legislative pressure. 

1694. You suggest that the Committee should study the possibility 
of developing credit insurance in India. Can you tell the Committee 
whether the system has been adopted by any existing banks in India and 
with what result?—I do not think any bank in India has adopted this; 
I do not know' if many people have studied the subject either. 

1695. One of the reasons given by' you for developing this system 
is to enable the banks to finance traders and manufacturers who sell their 
wares on the instalment purchase system. It has been pointed out by¬ 
gone of the provincial Banking Enquiry Committees that an unregulated 

development of the hire purchase system might result in the creation of 
a multiplicity of hire-purchase institutions on a profuse scale with all its 
accompanying evils. Have you anything to say in regard to this sugges¬ 
tion?—The hire purchase system has advantages as well as disadvantages. 
Its development in countries like America shows to what e.xtent you can 
support the industries. One definite evil is that you are educating people 
to mortgage their future. 

1696. I trust you will admit that in a country like India where eauca- 
tion is so limited, the possibility of developing the hire purchase system 
to the advantage of the people is less than in a country like America. 

It may be said, speaking for the country as a whole; but speaking 
for cities like Bombay, I think there is sufficient scope for its develm- 
ment. 
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1697. Chairman: You state that there is no well-defined system for 
recruiting the staS of the principal Indian joint stock banks you have 
named and state that some of the banks have become the dumping 
ground for law graduates and floating solicitors.. Can you tell us if the 
shareholders of such hanks or the public generally have taken any interest 
in the system of recruitment of such Indian banks?—I have already told 
you what influence the shareholders command in the manageknent of 
joint stock banks in India. Perhaps it will interest you all gentlemen 
if I give you an illustration in support of my statement that some of the 
banks have become the du'mping ground for law graduates and floating 
solicitors. I am in close touch with the working of the banks in Bombay. 
One day a client of ours purchased some shares of the Karachi Electric 
Company. It so happened that before he could have the shares trans¬ 
ferred in his name, the share transfer books were closed, and the section 
manager in charge (a solicitor) when requested to write to the company not 
to pay out the dividends on the shares that had been purchased until he had 
heard from the transferor, said that the only course left open for him was to 
move the High Court and take an injunction against the Company. 

1698. Sir Purshotamdas Thakurdas: What was the amount con¬ 
cerned?—It was only 30 shares and the dividend concerned Rs. 135. 

1699. Chairman: You say that the exchange banks have been able to 
attract large deposits which would otherwise have gone to Indian banks. 
It is on the other hand suggested by some witnesses that the attraction 
of large deposits by exchange banks is due to the confidence of the public 
in such banks owing to their well established position and that if thera 
is any legislation prohibiting such deposits, there will be no appreciable 
accretion to the deposits of Indian joint stock banks. Have you any 
answer to this argument?—I have already stated my ideas very clearly. 
Exchange Banks have been able to attract deposits from this country 
because they have very well fortified their position because of their 
dealings in this country for many years past. 

1700. Chairman: That is not my real point. My point is whether 
legislation is needed to prohibit their deposits in this country?—I do not 
suggest prohibition of their deposits. To remove the disparity between 
the Exchange Banks and other Indian joint stock banks, my suggestion 
is to levy a tax of half per cent, on the deposits of the exchange banks. 
This disparity at present is due to the earlier start which the Exchange 
Banks had had and my only idea is to remove this disparity. 

1701. The result might be that they may cease to function in India?— 
That is my intention. If they do think it worth while to continue their 
business in India under those conditions they may; if not, they may pack 
off their business. 

1702. By the imposition of such a tax do you think that there will 
be any appreciable accretion to the deposits of the Indian joint stock' 
banks?—I think so. Do you, Sir, ever believe that owing to the increase 
of half per cent, in their borrowing rates, the Exchange Banks will close 
their business in this country? I for one feel that they certamiy will 
not. Do you know the amount of net profits made by the Exchange 
Banks in this country? 

Mr. Buckley: "We don’t show our net profits separately for India. 

VoL. HI 
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Witneat: Are you prepared to say that your major interests are not 
in India ? 

Mt. Buckley: We have business in several parts of the world, in th& 
Federated Malay States, in China, in Japan, in Java’, etc. 

1703. Dr. Hyder: What do you think will be the result of putting a 
tax of half per cent, on the deposits of the Exchange Banks?—A consider¬ 
able part of the deposits that now go to the Exchange Banks might gO' 
to the Indian joint stock banks, because the Exchange Banks will be 
forced to reduce their deposit rates still further by half per cent., whidh 
will in effect be advantageous for the Indian banks. 

1704. Mr. Buckley ; Are we to understand that we must charge the- 
^ per cent, to the borrower? Who has to pay for it?—^You have either 
to reduce the rates for borrowing or increase the rates for lending money. 

1705. Chairman: Pertaining to the question of deposits, we were told, 
by an Indian banker of great experience that there is no competition 
between the Indian joint stock banks and the Exchange Banks in the 
matter of deposits. So, can you give us the figures of ’che deposits?—I 
vdll give you relative figures. But I say there is a competition between 
them. 

1706. We understood him to say that they had no complaint to make 
on that score?—I am happy to learn that if it comes from an experienced 
banker. 

1707. I have asked one witness whether he would present the view 
of Indians on the question of deposits in a short note, T would like to 
know whether you can also give such a note ?—I can do that. 

1708. Mr. Bushforth: You have referred to the actual margin of profits 
at which the exchange banks were working at the present moment. You 
know that ■with the current quotations of Is. 5 Hd. for Telegraphic Transfer 
and Is. Siid. for three months’ bills, the margin of profit works out at 
about -15 per cent, on the transaction. Allowing for turnover 20 times in 
a year it works out to 8 per cent, per annum. Is it not so?—^I thought that 
somebody would raise this question and I am in a position to give a reply. 
What has put the exchange banks in a very strong position at present is that 
the profit which is earned is much higher. You have not to consider 
merely the difference in the two rates but the voluime of business. 

Mr. Buckley: I can assure you that the profit works out at i per 
cent.—That is for one transaction. You are monopolising the foreign 
trade of India which runs into six hundred crores. That you have to take 
into consideration. 

1709. Mr. Bushforth: I say you have to consider that when you buy 
hills you have to wait until you realise the proceeds ?—I do not think that 
is the correct basis. 

1710. Mr. Buckley: You have made a statement that the banks have 
mode enormous profits in exchange?—^They have made that for a number 
of years. 

1711. They are not making them now?—^I am not aware if they are not, 

1712. Mr. Bushforth: You have proposed a tax of one half per cent, 
on deposits, received by foreign hanks. Suppose the bank could not stand 
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the extra charge out of its margio of profit. Would it not be possible that 
the tax would be passed on to an Indian client ?— I do not agree. My in¬ 
tention is this. I want to nrake it less and less possible for the Exchange 
Banks to get Indian business. 

1713. Chairman : You say that Grovernment operations in the West 
follow certain recognised and easily understandable practices which serve 
as a guide to the other constituents of the market and that at present 
the absence of such information in India robs the money market of a 
part of its stability and consistency. I suppose you are aware that the 
operations of Government under the present system of management of 
currency and credit are partly for ways and means purposes and partly 
in connection with their currency and credit operations. So far as the 
latter operations are concerned, is it not the fact that even the Bank of 
England sometimes operates in the London money market to stiffen it 
by the gentle use of what is called the “hidden hand”?—I agree, but there 
is another thing which I have in mind. When I refer to certain easily 
understandable and well recognised practices, I mean this. I want that 
Government should publish their ways and means figures. When Gov¬ 
ernment plays such an important part in the money market of India that 
the size of the Government financial operations influences other operations, 
it is but fair that they should issue some data in this connection. 

1714. Do they not publish the ways and means figures?—No. They 
do not. In the last year. Sir Phiroze Sethna put a question in the 
Council of State suggesting that the ways and means figures should be 
published and Government were good enough to give their reply which 
says; (The Honourable Mr. E. Burdon said;) “It is the established 
practice in England to publish week by week figures of the kind mention¬ 
ed by the Honourable Member. This disposes of parts (b) and (c) of 
his question. As regards part (a), I am afraid it is impossible to achieve 
the promptitude which the Honourable Member suggests, owing to the 
fact that the receipts of Government accrue, and disbursements have to 
be made, at a large niunber of treasinries, and sub-treasuries, distributed 
all over this country, and also to the fact that the accounts of the Gov¬ 
ernment of India to be complete must include the transactions of the 
Secretary of State and the High Commissioner. I take it that the 
Honomable Member is aware that the Government of India already pub¬ 
lish in the Gazette of India once a month a Statement of Eevenue and 
Expenditure in India and in England, as also a Ketum of Bupee Debt 
once a quarter. Figures relating to Treasury balances are coinmuni- 
cated to the Press monthly by the Controller of the Currency. Govern¬ 
ment will consider the possibility of putting the statistics into a more 
convenient and comprehensive form and of publishing them in the Gazette 
of India once a month. I am afraid, however, that the figures for any 
particular month cannot be made available till about three months after 
the close of the month”. In London we get one week later. 

1715. Do you realise the difference between London and India?—It is 
simply a question of expediting the returns. 

1716. Here there are so many treasuries. It naturally takes time, 
because the sub-treasuries have to send the balances to the treasuries who 
have to make up the balances and then send to the man in charge of the 
operations in the Province. There they have to consolidate them and so 
on. When they are finally consolidated they are published which takes 
some time. You cannot expect things done in England to be done here 
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in India?—It is most surprising to hear that we cannot have the figures 
wiihi^ three months even with an efi&cient machinery worMng. 

1717. You say in the memorandum "The information given in London 
every week by Government as regards theii; ways and means position, fluc¬ 
tuations in the floating debt, etc., indicates the probable time and dimen¬ 
sions of Government operations in the money market". Are you aware 
that even in India the information .ibout the Government Treasury Bills 
is published from week to week?—They are. But Treasury Bills are only 
one of the items of the ways and means position of the Government of 
India. 

3718. Purchase of sterling is published every month?—^Yes, they are 
practically of no use. 

1719. What I am pointing out to you is, that having long connection 
with the Finance Department of the Government of India, and knowing 
what it does I find that your statement made just now lacks substantial 
evidence?—I do not think so. I am suggesting s way whereby the Gov¬ 
ernment of India should fall in line with ether advanced countries, which 
follow this practice. 

1720. In London the aiTangements of the Finance Department are quite 
different. In India, if there was only one Bank with which the Govern¬ 
ment transactions had taken place, then perhaps there would have not been 
any difficulty. But here we have got so many branches of banks and also 
treasuries. There arc 300 treasuries and a thousand sub-treasuries?—You 
should ask those banks or treasuries to give you figures every month. 

1721. Certain banks and treasuries do give their figures every month. 
Figures for treasury bills are supplied almost every week; so also the 
sterling bills transactions figures are supplied every month.—The informa¬ 
tion required will be receipts, expenditure incurred, total amount of treasxuy, 
bills outstanding. This is something different from giving the total amount 
of treasury bills accepted during one week. There should also be mentioned 
the total amount of bills in the hands of the pubilc. This is a more import¬ 
ant matter in India. “Ad hoc” bills are created at the sweet will of 
Government. 

It is no use your criticising the action of Government. You come here, 
as a witness before the Banking Enquiry Committee and not to criticise 
a particular action or policy of Government. It is no use your using the 
words "sweet will of Government, etc." 

1722. Mr. Khaitan: May I know that by your saying "Sweet will of 
Government” you meant that Government do not give any information?— 
Yes. 

1723. Chairman: I know, Mr. Kikabhoy Premchand gives most of thi» 
information which he collects from the information given by Government?— 
Mr. Kikabhoy does not repiesent Government of India. What is the duty 
of Government of India should not be delegated to any private broker. I 
myself issue certain reports every week, but we want Government to do 
this. 

1724. I put it to you that if Government do not give this information 
then hew is it that the public are able to collect this information?—I ask 
"what about loans from the public departments”? Is it ever mentioned any¬ 
where in the public records? Only the annual financial statement is pub¬ 
lished in which y'ou say that Government have get certain available balances. 
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For instaripo, Civil Servants Provident Fund, items liie this should be pub¬ 
lished. Will you point out any Government publication in which such 
items are given? 

1725. You say “loans from public departments”. May I know loans to 
whom?—T say loans to Government. I mean the very funds which do not 
belong to the revenues of India. 

1726. Have you read the monthly statements which are published?— 
t^es. 

1727. Have you seen that there is an entry of unfunded debt?—Yes. 
But unfunded debt is not public department funds. 

Unfunded debt includes treasury bills, Post Office Savings Bank 
deposits and also deposits of the servants, etc.—If that is so, let the Gov¬ 
ernment split up these items. 

1728. You say that in England what is lacking in legislation is amply 
made good by the growth of conventions and practices baaed on experience. 
.Will you tell the cemmittee whether, ia your opinion, banking legislation 
is likely to be more effective than the growth of convention and p^tioes? 
—Sir, before we go to that question, I may point out that you have not 
asked me the question regarding the “hidden hand, etc.”'. 

I asked you that question and on that the discussion has proceeded,— I 
want to Say about the hidden hand in India. 

That may be, but you are entirely wrong to say that I have not asked 
you that question. I^et me warn you about it. You have finished with 
that?—If ycu arc not prepared to hear me on that point, I drop it there, 

You make an allegation that I did not ask you the previous question. 
Every member of this committee knows that there was a long discussion on 
th.ut question and I cannot stand such an allegation. 

1729. Now, we have come to the next question. WiU you tell the com¬ 
mittee whether banking legislation is likely to be more effective than the 
growth of convention and practices?—Certainly. The convention and prac¬ 
tices wh'cli have come to stay are a result of the long history of banking 
in England. In a country like India we have actually started building a 
structure when the banking structure in England is already established. 
We have seen certain mistakes in the management of banks of India and 
if the banking structure in India is to be protected from the well-known 
evils, let us prescribe remedies against these evils in the form of laws. 
In England there is practically no banking legislation except the operation 
of Bills of Exchange Act and the Treasury Begulations which state that 
whenever any tv'o banks want to amalgamate themselves, they have to take! 
the sanction of the British Treasury. But ai! it is I say, we should have 
banking laws in India, because, as you have already pointed out, we 
cannot compare India with England. 

1730. You want to include in the Bank Acts co-operative credit banks 
and land mortgage banks. Is it not .advisable to keep these two institution* 
separate and are not eo-rperative credit banks already governed by a separate 
Act?—What I would suggest is this. If one comprehensive law regard¬ 
ing banking is made, in that law there should bo included one section which 
would relate to Co-operative Credit Societies. 



182 


1731. If you consider this point from the present constitutional position, 
you will find that the Co-operative Credit Societies come within the pur¬ 
view of the Provincial legislatures?—^Mueh depends on what actual poli¬ 
tical Bitusticn we have to face. 

1782. There is no question of future things. This is a question on 
existing facts. This subject certainly comes within the purview of the 
Provincial Council. Whatever the political situation may be, there will 
be a demarcation of functions between Central liSgislatures and Provincial 
Xiegislatures. I am simply pointing out this difficulty to you that stands 
in the way of the acceptance of your suggestion?—'When the Banking legis¬ 
lation is made, there may be a section made applicable to the Provincial 
Coimcils. 

1733. Still there may be some practical difficulty. It is this that the 
Provincial Councils will not be able to modify that section. Your definition 
of ‘bank’ or ‘banker’ will exclude certain firms and individuals that receive 
deposits from the public but are not engaged in the business of making 
loans, e.g., Bombay cotton mills. Do you think that any protection is 
necessary for the depositors with such firms and individuals?—^I do not think 
so. Because those who gc> to place deposits with cotton mills fully realise 
that they are putting moneys with manufacturing concerns involving risks 
in business. They do that with their eyes open. 

17.34. You say that your definition of bank or banker includes private 
indigenous bankers. It has been pointed out that many indigenous bankers 
in certain provinces do not accept deposits and as according to your defini¬ 
tion the receipt of deposits is essential for inclusion of any individual or firm 
in the list of banks or bankers, such indigenous bankers will be outside the 
scope of your definition. Have you any suggestions to make to remove 
this defect?—^I prefer to stick to my definition. 

1786. From what you have said now, read with what you have said 
in your written memorandum, the impression might arise that you belong 
to the school of thought that any attempt to revive the indigenous banker 
on a large scale is net likely to succeed but that at the same time you hold 
that bankers of this class who submit themselves to certain regulationcf 
should be given a place in the future oj^anization of banking in India. 
Would that be a correct appreciation of your views on the subject?— 
Exactly I want the indigenous bankers to be put, if possible, into the form 
of modem banMng offices. If this is not possible, I would prefer in the 
interest of the public that indigenous bankers should be gradually elimi¬ 
nated. 

1736. You say that bank directors have in some cases been found to be 
innocent of banking practice or of ordinary business pmdence. Would you 
prescribe by legislation any qualifications for directors with a view to 
ensuring the fonnaticn of a well qualified directorate? Would you also 
state whether you would insist on such qualifications in regard to all 
directors or only to a certain nximber of them-I have to illustrate an in¬ 
cident in this connection, if you will care to hear me. 

Oh yes!—One of the Indian joint stock banks failed in 1913 and its 
failure resulted unfortunately in one of the- directors being called upon to 
bear certain liabilities. He was a medical man by profession, a gentleman 
with greax: social position carrying a Knighthood. 'When the bank failed, 
this gentleman was called in the Court and asked what he meant by a bill of 
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■exchange. He was frank enough to admit that he had never seen one and 
eould never define one. Well, Sir, if such type of people are going to be 
responsible for the management of banks in India, we would rather have no 
banks at all in India. 

1737. That is the incident which you have actually given in join: memo¬ 
randum. My point is if you have any suggestions to make?—^What I say 
is that the whole question should be left to law. 

1738. Mr. Khaitan: Was that doctor useful in getting deposits?—Ho 
was a very influential citizen. 

1739. Dr. Ryder: Would you prescribe some examination for directors? 
—Most of the directors are of such an advanced age that they would 
always fail in the examination. 

1740. Dr. Ryder: Then your position is that the bank directors suffer 
from two defects ?—senility and inability. 

1741. Chairman: I suppose you have not prescribed any age qualifica¬ 
tion?—No^ certainly not. 

1742. Mr. Devadhar: Will you mention whether the instance you have 
given id more or le.ss an exception or is it a general rule?—^you are asking 
me a very inconvenient question. I do net think it is permissible for me 
to name the persons but il it is permissible, it w’ould be easy to impress 
upon you how inferior are the quality and character of certain directors of 
certain banks. However, I will say in short that this is a general rule, 

1743. Chairman: You propose that the banking law should prohibit cer¬ 
tain systems of remuneration. Is it the practice of haiiks anywhere to pro¬ 
vide for these things by legislation?—The problem has arisen in India in 
an acute form. Since it has arisen in India it must be met. I tell you 
that it happens not in one exceptional solitary case. Eecently a new bank 
was floated in India by a gentleman who could not obtain renewal of hia 
agreement with his previous bank, I call it a positive evil. 

1744. Ycu suggest that the committee should draft with the assistance 
of competent lawyers a certificate by Auditors which should be appended 
to every balance sheet and. Profit and Loss Account, and that the certi¬ 
ficate at present given is largely vague and non-committal. Can you sum¬ 
marise for the committee the various points that you would I’ke to be 
included in the Auditors’ certificate?—Certainly. I would refer you to my 
euggestion as regards the statement of Profit and Loss Accoimt which should 
be required by banks in India. It has been given in my memorandum. 
According to the present practice the Indian Companies’ Act does not 
require banks to show their investments at actual market value. This 
laxity or defect in, the Indian Companies Act has been unfortimately 
exploited by the banks. They show the value of investments at an imagi¬ 
nary value. I have not asked this merely on the consideration of the 
position disclosed by the existing banks but on the actual experience of 
hanks that have failed in the past. I think I can give you an instance 
of the Bank of Morvi which is not in existence. If you care to study the 
balance sheet of the Bank of Morvi, you will realise the importance of the 
suggestion that I am making. 

1745 . We fully realise your suggestion. In fact, what you have sug¬ 
gested about the valuation is all right, but we want to know whether you 
nan summarise the statement for the benefit of the committee?—Let, there¬ 
fore, the auditors state in their certificate this fact. In its present form it 
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does not convey much meaning 'that the investments have been shown at or 
under the market value. That is a very important consideration. Because 
banks have been found to give absolutely a false idea of their assets and it 
is only when the doors of a bank are closed, that the shareholders and the 
depositors realise that the position disclosed in the past years was absolutely 
misleading. 

1746. Mr. Haroon: You say that the investments of the Bank of Morvi 
were not at market value?—Yes, since the Bank came into existence 
the Bank was showing its investments in the balance sheet every year end 
the shareholders and depositors had confidence in the bank. 

1747. Do you mean to say that on account of that fact they continued', 
depositing moneys in that bank?—^Yes. 

1748. Sir Hugh Cocke: Can you tell me whether the Bank cf Morvi 
was registered under the Indian Companies’ Act?—Yes, it was. 

1749. That Act requires how the investments are shown?—Yes. 

1750. Mr. Khaitan: Would you also agree that if the investments appre¬ 
ciate in value that appreciation should be taken os profits?—^No. 

1751. Chairman: Y’ou wore mentioning the points which you wanted 
to be put in India in the Auditors’ C€;rtificate. If you have got these 
points jotted down on a piece of paper, it will be a great convenience if 
you give this paper to us and then you might explain your points?—^No, I 
have not jotted them down. 

1752. What is your first point?—Auditors must certify that the invest- 
mouts arc valued at or under market value. 

1753. I think that proposition which you have put forward will have 
the acceptance of this committee?—I am putting forth my suggestion. 

1754. Sir Purshotamdas Thakurdas: Only investments? Not the secu¬ 
rity of the banks against loans?—That comes under the heading of “Loans 
and advances’’. Here at present I mean investments, like Government 
securities, shares in the joint stock banks, debentures, etc. 

1756. Chairman: What is your next point?—It is this. But I take it 
that you do not want me to amplify this point. 

1756. Y'ou have already amplified it in your memorandum. If you want 
to say anything in further amplification, you are quite welcome. In regard 
to this particular matter you have given your reasons. You say that you 
consider it both unsound in theory and dangerous in practice for a bank to 
swell its profits by writing up some of its assets, etc. If you want to 
further develop that position, you are quite welcome, But I take it that 
you do not want to repeat the same thing?—Some repetition is un¬ 
avoidable. 

1757. I fully appreciate that. But at the same time you will appre¬ 
ciate the position of the committee as regards time?—Time is as valuable 
to me as the members of this committee; I want to get back to Bombay 
as soon as possible. Now, what I s^y is this. Under the Indian Com¬ 
panies’ Acs you are asked to state investrnents at cost or market value. 

Sir Hugh Cocke : You are not asked to do so; simply you are guided, 
because there is a word “e.g.”, which means “for example’’. There ar 
no definite instructions. 

1758. Sir Purshotamdas Thakurdas: The Indian Companies’ Act has 
not explained as to what value should be given to investments. At any 
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rate, whether it is cost or market value, it is certainly not book value, 
because there is some distinction between book value, cost and market 
value. The book value need not necessarily be the cost, because 
banks have in practice a certain system, at least good banks, that they go 
on writing down the cost of their investments. I take it you do not 
suggest that the balance sheet should indicate to what extent the securities 
have been written down?—^No, I say at cost or market value whichever is 
lower. That is my suggestion. I want the auditors to certify that the 
investments have been so valued. 

1759. That means you would like them valued under market value. Is 
that your point?—I say whichever is lower. If the cost happens to be lower 
than the market value, then let them v.alue the investments at cost value. 

1760. Supposing there is an investment of 5 lakhs. I am speaking 
about the buildings. The Bank goes on writing down at 5 per cent, or 
whatever rate it chooses. Then tlie value may neither be the cost nor the 
market value. What do you say to this?—^What we want is this. We do 
not want the book value; banks should either give us the cost of a thing 
or market value of the thing whichever is lower. 

1761. A conservative bank manner has got in his books a building 
whose book value is 2 lakhs and the market value of that building is 5 
lakhs. Do you require him to show the book value or not?—^No. 

1762. Chairman : You were speaking about the private and gilt-edged 
securities. Is it the practice of the banks to write down the value of 
securities so as to get the book value as distinct from the market value 1 
—Only a few good banks have been following that practice. If you throw 
a glance at the balance sheet of a bank, you will find that what they have 
shown there is a book value but if you arc given the market value, you will 
find a great difference in these two items. 

1763. What do you want to be done?—Investments should be shown at 
cost cr market value whichever is lower. But in view of Sir Purshotamdas’ 
suggestion I would modify it and say “at or under market value’’. 

1764. Sir Purshotamdas Thakurdas: So, you are opposed to your first 
suggestion?—No, I am not opposed. But I wanted to be more conser¬ 
vative. And therefore I would say “at or under market value’’. This i» 
one thing, Secondly, it is the experience of the working of the banks in 
India in the past which goes to suggest that a considerable part of profits 
was nc'fc banking profit. It did not consist cl iiiterest, discount on exchange, 
but simply the -writing up of the values of securities. Such being the case 
I suggest that such profits may be ehown separately. 

1765. To what end?—To show the nature of the business,'whether the 
bank was really having hanking profits or not. 

1766. Do you mean to say that the shareholders would like to know the 
details'!—Yes, that is the idea. 

1767. Do ;soii not think that by giving all these details which you now 
insist on the working of a bank would be disclosed -to the competitors of 
thah bank?—No, T dc not think so. 

1768. You are making this suggestion to ob-viate certain difficulties and 
in trying to do so, you aie putting handicaps on normal business. Is it 
not?—Certain banks have followed this practice. 
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1769. Ghamnan: Can you tell ua what practice in this respect prevails in 
ijondon?—^In the balance sheet they do not state anything, but £E you will 
refer to the annual speeches made say, for instance by the .Chairman of 
the Lloyds Bank, you will find him saying that the investments have been 
conservatively valued at market rate or under market rate; you would also 
find that when investments had dropped heavily diunng the boom 
period, big contingency funds were started by the English bnnlrs. to provide 
against depreciation. 

1770. This is due to the habits of prudent banks?—Yes. I want these 
habits to be developed here also. 

1771. You want them to be developed not by the growth of better sense 
and responsibility but by legislation?—Yes. 

1772. What is your next item?—Loans to directors. If there is any¬ 
thing which is more responsible for the failura of banks in the past, it is 
this. This practice has accounted for the ruin of several banks in the 
past. This indiscriminate lending of moneys to directors and the com¬ 
panies in which those directors are interested should be stopped. 1 may 
point out a very clear instance of Boulton Brothers and the Alliance Bank 
of Simla. There are instances also of the Karachi Bank and the Bengal 
National Bank, which really prove that something must be done in this 
respect. 

1773. What is your specific suggestion?—I suggest that loans to directors 
shall be restricted only to certain percentage of the paid-up capital of the 
Bank. I have pointed out that there is a loophole, owing to which such 
transactions might not be revealed to the shareholders. Banks can always 
say on the last day of the balance sheet that the percent^e of the restric¬ 
tions has been maintained. I want the auditors to certify that they have 
been satisfied that throughout the .year this percentage has not been 
exceeded. 

1774. If such loans to Directors are fully covered by securities, would 
you still want to impose restrictions?—Fully covered advances do not take 
much time to become bad debts. 

1775. Sir Purshotamdas Thakurdas: Because of the facilities for valuing 
the securities ?—I'acilities as well as there arc so many other things. When 
a director of a bank vanfcs a loan for .a company in which he is interested 
he approaches the m.anagcr of the Bank. Of course, the manager is only 
too willing to oblige him and has to recomjnend the loan to the Board. 
The loan is granted in the ordinary course of affairs. And as human nature 
goes, the manager of the Bank brings forth an application for a loan 
on a future occasion which is equally readily granted. These are the evils 
in daily life. 

1776. It means that you would restrict giving loans to a director of a 
bank if he is interested as a director in a concern requiring moneys even 
though a guarantee is given?—^When a Director is a member of a firm of 
managing agents. Merely because he is a director of a Company, it does 
not disqualify him. 

1777. W'hat limit will you put? I want to know what proportion of 
the paid-up capital would you allow?—^25 per cent, of the paid-up capital. 

1778. Do you say lhat a bank with a paid up capital of 2 crores may give 
Bs. 50 lakhs in leans to Directors?—^I do not mean to one director. I 
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imean Directors combined together. ITiat amount will be too much for a 
-single director. 

1779. Very well. You say that 50 lakhs may be lent to directors. Es. 40 
lakh.s t'> one director and Es. 10 lakhs to the other director. Is that the 
way the loan should be distributed? I say, why not adopt the restriction 
that no loans should be given to directors? That will ensure the directors 
being free from pressure by the executive and the executive would be free 
frcim pressure by the directors?—see practical difficulties. As a 
matter of fact there are only a few firms of the managing agents, I 
am particularly speaking of Bombay, who are responsible for several in¬ 
dustrial enterprises in the country. If you adopt the rule that no loans 
should be giveji to the directors at all, because they are connected with cer-.‘ 
tain companies, that would not be fair. 

1780. I think out of fifteen banks we will find only one bank on whose 
board there are such directors?—^Tata Sons Limited are responsible for so 
many concerns. There are four or five people who may be called partners 
in the Tata Sons Limited. If these five persons are the directors of more 
than one Bank, then you would make it a very difficult task for Tata Sons 
Limited to borrow any moneys for their concerns. 

1781. In my mind there was only one Bank namely, the Bank of 
Baroda, on which a member of the firm was a director?—^Yes, but there is 
also another partner of the firm, Mr. Muzamdar, who is also a director. 

1782. Your point is that directors should not be given loans beyond a 
certain limit. I say suppose that a director takes a loan before the Slst 
of December and it is paid off and not shown in the balance sheet at the 
end of the year. The same Director again takes a loan which too may 
not be shown, in the next year’s balance sheet, what will you do?—We 
need not be amazed if things are done in this fashion. 

No, I am simply explaining this fact for the information of rlie Com¬ 
mittee. 

1783. Chairman: What is your next point?—In certain parts ot India 
the only security which the customers can furnish would be land or landed 
property. Of course, bad debts would occur and no banker will be there 
who has no bad debts. In such cases, I say good banks follow the practice 
of writing down the value of these properties gradually till they reach k 
reasonable level wherefore they can dispose it of, without incurring any 
loss. This is one side. Another side is that certain banks have gone 
in for landed properties as an investment. Certain part of the paid-up 
capital of these banks has been given up for the purchase of properties. 
These properties are continually shown at cost and some depreciation has 
been allowed. Practically the amount of depreciation compared with' 
the amount outstanding is so meagre that I contend that such a value 
of an asset is entirely misleading. I would say the auditors should look 
into the valuation. Perhaps, the auditors will say that they are not expert 
valuers, I do not ask them to value the properties. What, the auditors 
should do is to see whether it is not a valuation made about eight or 
ten years ago, but a recent valuation made by an expert valuer. 

1784. Sir Hugh Cocke: Would you have the valuation for every balance 
sheet?—^No, if the auditors find there has been a further change in the 
value of properties, then only, they may ask for a fresh valuation. 
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1785. Sir Hugh Cache : Have you got to maEe a rule?—No. They must 
use their discretion. 

1786. Chairman-. What is your concrete suggestion?—The Auditors 
should state in their Certificate that they have been satisfied as to the 
recent valuation of the buildings mentioned at cost in the balance sheet. 

1787. Sir Purehotamdas Thakurdae: What about the securities against 
loans? Are they not investments?—I have stated that categorically if one 
loan has resulted in a bad debt, then they should write it off. 

Chairman : But the land and buildings come into the possession of the 
Bank? 

Sir Purshotamdaa Thakurdas: Those are the buildings belonging to the 
Bank. 

Chairman : But they are not the securities. 

Sir Purahotamdas Thakurdas: As regards that there is no questi(-n of 
valuing, because they belong to the bank. What I want to make clear 
is this; if the bank advances 50 lakhs on buildings to 20 clients, what he 
has to say about the valuation?—I have not yet come to that point. 

1788. So, you say that these buildings in the possession of the bank, 
the.y may be shown by them in the balance sheet at their cost price whereas 
about the buildings against which the loans have been given you want the 
auditors to state that they were satisfied about the value of those buildings. 
Is it not?—Yes. 

1789. .Sir Purahotamdas Thakurdas : I Have not made myself clear 
about this. Say, a banlc has advanced two lakhs of rupees and in order to 
cover bad debts the management may keep that building for 'hemselves 
for one lakh. Then the amount of one lakh will be written off as bad 
debt. Now, that building belongs to the bank, besides there may be a 
margin; all this they may include in their books. If there is any profit in 
this, will that be hidden profit?—What you say would be correct if banks 
consistently follow the practice of writing off. bad debts out of profits, but 
that is what some of them do not do. 

1790. Sir Purahotamdas Thakurdas: If there is an appreciation, then 
there is no complaint ?—What I say is this that the item of 2 lakhs should 
be transferred from the heading of “loans and advances”, when the loan 
is considered to be a bad debt. I state that that is not done and it is 
due to bad auditing. 

1791. Sir Hugh Cocke : What evidence have you got for that statement? 
—If you are prepared to go into the actual cases, I am ready to convince 
you. 

1792. Mr. Devddhar: Is that a general rule or it happens in all cases?— 
That is a general rule. What happens is this. These buildings are split 
up in two headings. Fixed assets and floating assets. Of course, the 
auditors are clever people and they can devise means to meet the regula¬ 
tions. Although the balance sheet may be in full agreement with the 
regulations, it is not a true representation of facts. 

1793. Chairman: Then, I think with this admission of yours .about the 
clever auditors, all your proposals however strong they may be will not be 
protective for the simple reason that these clever auditors will find out a 
way out of it. What is your next suggestion?—I may just go to the 
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point of fixed assets and floating assets. I can understand a bank con¬ 
sidering its own building for its own use as one of its assets. But there’ 
IS no reason why a building which has been bought as an investriient not 
actually for its own use should be treated in the same way. 

1794. Chairman : You want us to draft a form of certificate. Can you 
give us a draft indicating what you want?—You have got the assistance 
of auditors on your committee, 

179*5. Sir Purshotcimdas Thakurdas : I want to know whether you want 
the auditors to value the securities or not; because other witnesses have 
suggested that. They have suggested that the auditors should be asked 
to value the securities at the time of balance sheet. What do you sav?— 
In certain cases it will be difficult. I know auditors value stock exchange 
securities or gilt-edged securities but in the case of loans against landed 
properties they rely on the opinion of the directors who say "considered 
good . What I insist on is that auditors should satisfy themselves that 
buildings and lands are valued according to recent expert valuations. 

1796. You say that in Canada banks can only appoint auditors from 
among a list approved by the Canadian BankiTs’ Association. The 
Canadian Banking Act provides for the Minister of Finance publisirng a 
list of qualified auditors and lays down that shareholders shall at each 
general annual meeting appoint two persons, not members of the same 
flnn., whose names are included in the last published list, to audit the 

Bank. This list is based on tbs lists furnished to the Minister 
of Finance by all incorporated institutions or associations of accountants 
m the county, of members of the corporation whose names are entitled to 
be included in the published list and the Minister has powers of selection. 
Would you therefore like to modify your suggestion that Government should 

have nothing to do with the selection and approval of the list of auditors?_ 

No. I say that as long as the political organization of the countrv con¬ 
tinues to be what it is at present, I will not leave it to Government. 

1797. You refer to restrictions in Canada against non-national banka 
carrying on any business there. Can you tell the committee whether the 
provision for a majority of the directors of banks in Canada being natural 
bom or naturalised subject of His Majesty and domiciled in Canada may 
not be due to the note-issue privileges enjoyed by these banks?—Banking 
organization of Canada consists of chartered banks and other banks. They 
get a license from the Minister of Finance. 

1798. All these Banks have a right of note-issue?—Yes. 

1799. Might it not be that the restrictions have arisen from the fact 
that these banks enjoy the privilege of note-issue?—May be that. 

1800. As regards Australia, I understand there are 18 commercial banks 
in Australia of which three including the Bank of New Zealand are foreign 
banks with branches in Australia, three have head offices in London and 
only the remaining 12 are essentially Australian institutions with head 
offices in Australia and branches in London. Are you in a position to 
contradict my information?—I know that the Chartered Bank was not 
allowed to open their branch in Australia. There was some prejudice 
against the Chartered Bank. But here are cases in which tliere are 
foreign banks with head offices in London that have been allowed to 
transact business in Australia. I do not deny that fact, but I emphasise 
the exclusion of the Chartered Bank from Australia. 
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That is only one instance?—The Bank of New Zealand was floated 
specially for business in New Zealand. 

1801 . Mr. Buckley: Are you a^are that the Yokohama Specie Bank 
is established in Australia?—think there is a branch. But I do not 
know why the Chartered Bank is excluded. 

I cannot tell you that at the moment. I have written to my London 
Qfihce to have this information for our committee.—will tell you the 
reason why the Yokohama Bank was established there. The Australian 
banks have no direct connection with Japan and in order to facilitate 
business with Japan, they have allowed it. 

1802. Chairman: My point is that there are several foreign banks- 
which aire allowed to do business in Australia?—accept it with the 
modification that Chartered Bank is excluded. The Bank of New Zealand 
is a commercial Bank of Australia. 

1803. Is their business only confined to Australia?—^Yes, their main 
business is certainly with Australia. They also do business with other 
countries, but their main business is w’ith Australia. 

1804. You suggest that every foreign exchange bank should be required 
to deposit with the Provincial Government securities of the market' value; 
of Es. 5 lakhs in respect of every office in the province. It is proiwsed in 
the scheme of the Eeserve Bank that the foreign banks should he required 
to keep a certain percentage of their time and demand liabilities as a 
reserve with the Eeserve Bank. Will not that be a more satisfactory 
arrangement than your proposal to insist on the deposit of securities in 
respect of every branch of the foreign bank? This will require every bank 
in India, irrespective of racial characteristic, whether exchange banks or 
Indian joint stock banks, to give a deposit of certain percentage of 
their time and demand liabilities. This is one arrangement and the other 
is to require the exchange banks to deposit Es. 5 lakhs. What is your- 
object in requiring that they should place this additional deposit with the 
provincial Government ?—When I make this suggestion I have no intention 
of making a racial discrimination. My intention is to have additional 
safeguards in the case of Exchange Banks. 

1805. Dr. Hyder: You want to restrict the deposits. Is it not?—Yes, 
because we do not possess sufficient knowledge of the standing of the bank. 

1806. Chairman: Are you aware that the Eeserve Bank scheme provides 
that all the banks are required to give a statement of liabilities, etc. That 
will enable the Eeserve Bank to know the financial position of these 
banks?—That is not the case. For instance, the Bank of Taiwan failed. 
It was owing to the liabilities having been incurred in Japan that calamity 
was brought upon them. 

1807. You mean to say that the bank business outside India will not 
be known to us. Is that so?—^Yes. 

1808. Here we are concerned with the position of the banks in India?—■ 
How are you going to ear-mark all the assets? Suppose a Japanese bank 
goes into liquidation, and it has certain assets in India as well ns in J apan 
and elsewhere. Then, in that case under the law you cannot ear-mark its 
assets to meet debts in India. 

1809. You want that the assets of the foreign banks in India should be 
allowed to be ear-marked for their Indian liabilities?—^Yes. 
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1810. Mr. Khaitan: Under the Beserve Bank Act if a bank deposit* 

per cent of time liabilities and 10 per cent, of demand liabilities, will 

that meet with your requirements?—^Yes. 

1811. You consider that 2^ per cent, of time liabilities in the case of 
foreign banks would be sufficient protection for deposits?—It is not but 
still it would be some protection 

1812. Chairman: Why do you want Bs. 5 lakhs. I do not mean any 
aspersions but to take an example, let us assume that the Chartered Bank 
pays Es. 5 lakhs in respect of their head office and branches. Is it your 
proposition that this money will adequately safeguard the interests of all 
the depositors in India, if the Chartered Bank failed—which 1 hope it 
would not?—^It is a question of degree. But there should be certain, 
adequate safeguards. 

1813. Mr. Khaitan: If a foreign bank establishes itself, is there not a 
likelihood that it may be able to remit moneys out of India when it geta 
into difficulties abroad?—It is bound to happen. 

1814. So, there should be some provisions whereby the position of the 
depositors will be safeguarded?—Yes, you are supporting my statement. 

1815. Chairman: You say that the foreign exchange banks should be 
required to pay a special tax of J per cent, on all fixed deposits received in 
India. Is this suggestion based on the practice or legislation in any other 
countrj’ of the world? Will not the tax proposed by you increase the cost to 
the exchange banks of the deposits received by them and consequently adi 
to the charges to the clients of exchange banks for advances made by these 
banks?—Not exactly in the same form ’but there is some legislation in 
Spain and in Portugal. 

1816. Dr. Hyder: You hold these countries as models in the banking 
world ?—^Yes, considering the present conditions in India, similar messurea 
will be helpful to us. 

1817. Chairman: You say that sometimes a bank’s credit is sought to 
be damaged by a bear raid on its shares on the stock exchange. Can you 
give the committee any concrete instance where such damage nag been 
attempted or done?—Yes, it is correct. I would quote the instance of a 
local Bank—^I mean the Bank of India—against the manager of which pre¬ 
judice was sought to be created. 

1818. That was a case arising out of the political reasons ?—^Yes. People 
started selling their shares. It has happened in the case of other banks 
also. I think it would be advisable to adopt the practice under the 
Leeman’s Act. 

1819. You suggest the creation of an appointment of Eegistrar of 
banks in each province. Can you summarise for the committee the duties 
that will be attached to this appointment and whether they will be 
sufficient to employ an officer whole-time?—The thing is this. Banking 
statistics as such hardly exist in India. Therefore a statement should be 
compiled in a convenient and intelligible form. 

1820. The function of this Eegistrar should be to compile all these 
statistics ?—^Yes. 

1821. Is it possible for you to say whether this officer should be whole¬ 
time?—That depends on the increasing work connected with banking in 
India. 



192 


1822. You suggest the employment of the funds in the Paper Currency 
Reserve and Gold Standard Reserve in London to approved Indian banks 
against the deposit of gilt-edged securities. Is it your intention That all 
such loans will be subject to the laws regulating these reserves in any 
scheme of currency and banking reform?—Not exactly. I think it is an 
established fact that certain portion of the sterling reserve of India which 
is kept in London is lent out in the London market. The Secretary of 
State keeps a list of approved names and money, is lent out from the 
available balance to these approved borrowers. 

1823. You may take it from me that the issue of these loans is subject 
to the laws regulating these reserves. There are definite laws which 
regulate these. For instance, Currency reserve is subject to certain legal 
restrictions.—If there are any such regulations which obstruct our way, 
I would like to change them. 

1824. Would you like to change the Currency Act?—I think to my 
mind it is better if we change the pereentage to make it possible for you 
to loan moneys to approved banlrers against securities. 

1825. Chairman: You say that the Indian Institute of Bankers offers 
a ready made agency for bringing the different banking groups together. 
Is not the membership of the Indian Institute of Bankers open to account¬ 
ants and others, besides banks, and will it not be necessary to have an 
institution intended for co-ordinating the activities of bankers confined 
solely to bankers? What kind of problems could bo discussed at a meeting 
attended by accountants and others?—Accountants could certainly throw 
some veiw illuminatmg light on banking problems. 

1826. Chairman ; You say that Indian banks should be invited to join 
as members of the Exchange Banks’ Association. Is not the business 
of the Exchange Banks’ Association mainly concerned with the purchase 
and sale of foreign exchange? Can you give any instance of an Indian 
bank dealing in such business which applied for admission to the Associa¬ 
tion and which was refused?—The Central Bank is not a member and the 
Tata Industrial Bank was not admitted as a member of the Exchange 
Banks’ Association The Tata Bank’s bills in London did not get the 
privilege of being re-discounted at the Bank of England. That means 
that th i Tata Industrial Bank was treated as a foreign bank in England. 

1827. I simply want to know whether any of the Indian banks applied for 
admission and were refused admission.—^It would not be befitting the 
dignity of the Indian banks to apply for admission when they knew that 
there was the certainly of their being refused admission. I only wish 
to stress the racial element in the whole thing. 

Chairman: We have already had a full discussion of it witii Mr. Poch- 
khanawala. 

1828. Mr. Bucidey: You say that they wanted to become members and 
were refused admission. This is not borne out by what they say.—How can 
they apply under the constitution of the Association as it is. 

1829. But the constitution does not stop any Indian bank becoming a 
member?—The Tata Industrial Bank was not admitted. 

1830. Chairman : You say that under the leadership of the Imperial 
Bank a credit list such as that established by the Bank of England should 
bo inaugurated in India. Will not the fact that the Imperial Bank is at 
present competing with other banks for commercial business militate 
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sgainsb your proposal?—^If other banks are suspicious of the Imperial Bank, 
then this function should be left to the committee of the Clearing House 
hanks which is expected to be impartial though it is under the auspices of 
the Imperial Bank. 

1831. Mr. Khaitan: You have advocated the establishment of an -n- 
dustrial bank for the purpose of developing Indian industries. Do you 
think that the mere grant of financial facilities will greatly help the 
■establishment of industries in India?—^Not sim])ly the grant of facilities. 

I have suggested a Commercial Intelligence Department which would 
collect the necessary data to study the possibilities of industrial develop¬ 
ment in different part? of India, and the special talent which we do not 
possess can always be bought. 

1832. I am not at the moment thinking of Indian talent; I have always 
been a great believer in Indian talent. But do you not think that the 
development of Indian industry is greatly hampered by fear of competition 
from outside?—Indian industries will have to be protected. But under the 
present fiscal policy of Government it is not possible. 

1833. So you would have a change in tho present fiscal policy of 
Government ?—Y os. 

1834. Do you think that if the promoters of industries in India knew 
that they could rely on Government for adequate protection in cases of 
necessity, there would be better development of the country’s industries?— 
I think so. 

1835. In answer to a question by the Chairman you were good enough 
to say thc.'j in Germany industry preceded banking. Are conditions in 
India similar to those in Germany?—^No, our circumstances are different. 

18oG. What are our circumstances?—Our circumstances are that w© 
are not masters in our own house. 

1837. Do you not think that qualifications of the various directors on 
the board of Management should differ according to the different Idnsds 
of responsibilities assigned to each?—^It would be difiBcult to depart¬ 
mentalise like that in actual practice. 

1838. Is it not a fact that although some of the Directors may not be 
very efficieni in conducting the affairs of a bank, yet they have a name 
and reputation which would attract large deposits?—I would not advocate 
that. I would only have on the Board men whose integrity and honesty 
inspired confidence in the public; I should not be content with mere figure¬ 
heads. 

1839. Do you assume that such persons are otherwise absolutely 
ignorant of banking conditions?—If they combined big names with intrinsic 
merit they would be ideal directors. 

1840. Supposing you had legislation prescribing the qualifications of 
directors, would not such persons be absolutely debarred?—I consider it 
unnecessary to prescribe any legislation for qualifications of directors. 

1841. So your recommendation in that behalf will be of a recommenda¬ 
tory nature and not of a mandatory nature?—Yes. 

1842. You have mentioned that profits on investments and gilt-edged 
securities sh-ould be shown separately. Supposing such appreciation is 
not taken to profits as is the present practice of some banks would yop 
Ske the idea?—That is sound banking as I understand it. 

yoii. mi 
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1843. Do you want that if there has been any depreciation in the 
value of securities, that should be taken into account in forming their 
balance sheet?—think that is a good policy. 

1844. Would you not allow the bank to take into account any apprecia¬ 
tion if that happens?—Unless the appreciation is of a permanent character, 

J would not include that. 

1845. How would you value the various kinds of securities with S' 
bank?—At the market value, because after all that would be the correct 
presentati. in of the bank’s position. 

1846. Then as regards Bank premises it does not matter on "what 
valuation it is held. You have got no other alternative scheme to suggest?—■ 

I am prepared to make alternative suggestions. 

1847. .43 regards loans to Directors, I note you are against the pro¬ 
posal. Take the case of the Imperial Bank. I know it has got certains 
directcrs who are connected with very big firms dealing in jute as managing 
Agents. Therefore, would you debar all these jute mills from getting any 
loans front the Imperial Bank?—In such cases, it should be for them to 
decide whether they should resign from the directorate of the Imperial 
Bank if they want to draw out from it funds for their jute concerns, or 
take no leans at all. 

1848. Would your suggestion also rule out the policy of the Imperial 
Bank of India in regard to such matters?—I have no particular informa¬ 
tion m regard to these matters. 

1849. Mr. Mukhtar Singh: You say that banks have failed in India as 
in other countries on account of fraud and dishonesty, etc., and you say 
that some of them could have been saved by timely assistance. Can you 
give tlie names of such banks that you have in view?—I refer to some of the 
banks that failed in the Punjab in 1913. I do not know whether it was 
the People's Bank, but I particularly refer to that bank which was refused 
temporary assistance by the Bengal Bank. 

1850. Could you tell me the names of such banks that have failed since 
the inauguration of the Imperial Bank Act in 1920?—I know in the new 
Act a ne .v section was added which enabled the Imperial Bank to render 
assistance to such concerns who were threatened with imminent failure. 
The only bank that has failed since the crisis is the Alliance Bank of 
Simla, which could possibly have been saved if it had been helped earlier. 
In this case also the Imperial Bank could not help in the matter as the 
new nil 3 had not come into force. After the amendment of the Act has 
come into force, no such failures have taken place. 

1851. You say that the inauguration of the Imperial Bank was hailed 
by many os the first and important step towards the development of a 
strong central or state bank in India, but the realisation of such hope is 
rendered impossible by the Bank having developed vast commercial and' 
trading connections through some loop-holes in the Act of 1920. To what 
loop-holes are you referring?—I am referring to the granting of loans by 
the Imperial Bank on two signatures. For instance, the Imperial Bank 
can .advance money on deferred shares as well, provided the promissory 
note is signed by two persons. 

1852. Mr. Lamond: The Bank does not do so'?—I thought it was so. 
May I draw your attention to the Imperial Bank Act Schedule I (Pwri; 

(v) which reads as follows:—^The Bank is authorised to carry on and transact 
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the several kinds of business hereinafter specfiied, namely, * * * (v) 
accepted bills of exchange and promissory notes endorsed by the payees and 
joim and several promissory notes of two or more persons or firms im- 
oonnected with each other in general partnership. * * • 

1853. Sit Furshotamdas Thakurdaa : Is it a fair inference that you have 
made that the Imperial Bank has advanced money on Tata Deferred 
Shares?—I am not at all referring to that. My point is that the Imperial 
Bank is authorised to lend funds on the signature of two people without 
any collateral security. 

1854 Mr. Lamond: Have you any idea of the by-laws of the Imperial 
Bank?—They are the close preserves of the Bank’s executive. How can 
the public know anything about them? Is it your contention, that the 
by-laws nctative this rule? 

Sir Furshotamdas Thakurdas : By-laws do not change the law at all. 
Discounting of bills is the main business of the Imperial Bank. Its Hundia 
which amount to Es. 7 or Es. 8 crores are accepted only on two signatures 
with.jut any collateral security at all. 

1855. Mr. Mukhtar Singh: Do you not feel that in order to promote the 
banking habit, some sort of propaganda is necessary?—I think no propa¬ 
ganda wuakl be as effective as the spread of literacy in the country. 

1856. 'Will not propaganda have such effect? "What I mean to say is 
that if responsible public men’s names were included in the directorate of 
a bank, will that not in itself create confidence in the bank and will be a 
sort of propaganda as well?—I have already said that unless this quaiifi- 
cati.)a is supplemented by something else I would not support the sugges¬ 
tion. 

1857. Has not the Government of India some sort of constitution to 
help students who go to England to study banking?—Not so far as I 
know The Government of India grant some scholarships for taking up 
the study of some technical courses. 

1858. Dr. Hyder: I have experience of some Universities. If you 
get- a Government scholarship you can study anything you like. You 
know Mr. Shroff that there are several Indians undergoing training in 
the London School of Economics?—But the Government of India have 
not yet laid down any specific scholarship for banking education abroad. 

1859. Mr. Devadhar: 'With regard to the industrial banks you suggest 
that the period of debentures should range from 10 to 26. I think you 
know that in some foreign countries sometimes debentures extend for periods 
of over 60 years to lighten the burden. Would you be inclined to favour 
that suggestion?—^I am referring to debentmes already issued and I do not 
think it will be a marketable security, if you issue debentures which cannot 
be redeemed for centuries. 

1860. My point is this, for the proposed land mortgage banks would ;t 
not be advantageous for the small agriculturist to take up debentures, the 
Tfipayments of which may be spread over large periods of time?—But I do 
not think it wdll be suitable to have industrial debentures to run for a 
century or more. At present there is not much need of getting facility by 
way of more capital by the co-operative movement from outside sources. 
The movement is not suffering for want of capital to meet its current 
requ irements, such as short period loans to its customers. As a matter of 
fact, I think many provinces in this country are in such a position. 

0 2 
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Mf. Mukhtar Singh: Do not assume it to be .the case in all provinces. 

1861. Mr. Devadhar : What I want to indicate is that there is plenty of 
money at present available to meet short term requirements. May I ask 
whether^you will agree to at least a portion of the amount of Rs. 8 croros 
which tile Imperial Bank keeps at its disposal practically idle, might be 
utilised for the liquidation of old debts, etc. ?—I would not agree that the 
Imperial Bank should be asked to advance money for the liquidation of 
past iiidebcedness. 

1862. You have referred to the shortage of capital for the development 
of subsidiary industries. Everybody is telling us that plenty of capital 
will be available if small industries could be started in the country. Dave 
you any instances of small industries not being sufficiently financed?— 
have heard that small industries such as the manufacture of oils, have 
not been able to get the necessary facilities. Banks say that they have 
not goii the necessary information about the industry and so they would 
not finance them. 

1863. Just as you advocate the formation of an industrial bank, would 
you be in favour of starting smaller banks for the financing of subsidiary 
industries?—I have no objection to the suggestion. 

1864. Chairman: Do you not think that the greater need of India at 
the present is to form banks of that sort to organise smaller industries 
rather than diverting attention to the formation of a big bank for financing 
big industries. So far as the Cotton textile industry is concerned there is 
no lack of finance and the mills are in a sound condition. Secondly, you 
talk about the Iron and the Steel industry and here, apart from the two 
concerns which you have mentioned there is a third concern run by the 
Mysore State. There is no lack of finance and no difficulty in finding the 
market for the outlay. Thirdly, yo\i spoke of the Hydro Electric Industry, 
and you know that three provincial Governments of the Punjab, United 
Provinces and Madras have already taken action to develop their hydro¬ 
electric schemes. That being so, would you not admit that attention 
should be more greatly diverted for encouraging smaller industries?—^I am 
sorry I do not agree. The bigger industries are equally in need of help 
as smaller industries.- 

1865. Sit Hugh Cocke: As regards the auditor’s certificate, you say 
that it is at present very largely vague and you advocate its being made 
less non-committal. Have you any suggestions to make about malring the 
certificate less non-committal as you desire?—Yea, in the three directions 
I have already suggested. I think the present wording is meaningless. 

1866. Sir Hugh Cocke : Mr. Chairman, I suggest that if Mr. Shroff has 
an alternative certificate to put forward, he should produce it, but in the 
absence of it, it is no good finding fault with the existing form of the 
auditor’s certificate?—It is for the lawyers to do so and I suggest that the 
form should be suitably amended. 

1867. Mr. Lamond: On page 3 of your memorandum you have said, 
“In several cases banks insist on the additional guarantee of the managing 
agents over and above the stocks hypothecated to them”. What do you 
mean by hypothecation in that statement?—^I mean they are pledged to 
the bank. 

1868. Mr. Buckley: You say on page 26 of your memorandum that you 
think that India is grateful to the exchange banks for financing her foreign 
trade. And yet you suggest that certain restrictions should be imposed oa 
theii^ojjttrfttions; and no doubt in justification of this you say that India' 
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is perhaps one of the few countries which have kept open thehr doors ta 
any f(»eign company doing banking bueiness. Do you not think that this 
phenomenon is due, more than anything else, to indigenous banking being 
highly developed in other countries?—should like in the first place to 
correct your impression that India is grateful to the exchange banks for 
financing hei foreign trade. I do admit that exchange banks have rendered 
yay great service in financing her foreign trade; but I am not going to 
give up my right as an Indian to develop national institutions. 

1869. Sir Purahotamdaa Thdkurdaa : On page 29 of your memorandum 
you propose that banks alone should be the shareholders of the Eeserve 
Bank. Do you think that all the capital required by the Eeserve Bank 
should be put up by the banks?—want the Eeserve Bank to follow the 
American principle. 

1870. You object to the Legislature having any representacion or 
any v ’ce on the Eeserve Bank; but you agree that the Legislature may 
be given an advisory committee. I wish to ask whether you feel that 
unless this sort of constitution is available, the idea of forming the Eeserve- 
Bank should be dropped?—I insist on that. 

1871. In your written statement to the Bombay Provincial Committee 
you devote a number of paragraphs to the importance of the indigenous 
banker. You have shown a good deal of solicitude on his account. You 
are very anxious that he should be brought back into his own and thaV 
he drould be allowed to occupy his right position in the Indian bsnkinr 
world ?—Not exactly. Sir. My idea is that some means should be devised 
by which the indigenous banker could be brought into close contact with 
the rest of the banking structiure of the country. 

1872. Some provincial committees have suggested that the indigenoua 
banker should be put on the same footing as the joint stock banks provided 
that he agreed to certain restrictions, restrictions such as the auditing of 
his accounts by the Government or certified auditors. Have you any 
views about that?—I do not think these restrictions will be of a suitable 
character for them. 

1873. Your apprehension is that there may not be many forthcoming 
to be registered as bankers?—^Yes. 

1874. But if anybody did come forward you would have no objection to 
it?—Nc. 

1876. In regard to the cost of management of a bank, it would be 
difficult to ask you to give specific instances, but I wonder if you 
can indicate to us in short the particular heads under which we may look 
out for economy in the cost of management on the lines you have given?— 
I have prepared a statement giving the cost of management of some 
of the mere important banks in India showing the percentages in the cost 
of management. Now take the Imperial Bank, for instance. I might be 
permitted to say that the Imperial Bank is not earning what it Fa('uld. 
The cost of management of the Imperial Bank is extravagant. And the 
cry for Indianisation of which we hear so much in these days does not find 
tself piactically confirmed in the case of banks which are purely managed 
)V Indiana, on the figures that I have collected. Sometimes we "get very 
)eouliar cases. A small bank like the Union Bank finds its cost percent- 
,ge of 4-3 against its deposits, while the cost percentage of a fairly big- 
sized bank like the Bank of India is 0'95. 
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1876. Dr. Ryder: Is that a fairly bigf hank, the Union Bank which you 
€«« referring to?—am trying to sinow the peculiarity of this bank with 
others. Tl^ Union Bank has deposits only up to about Bs. 27 lakhs while 
its capital is Es. 40 lakhs. In the case of the Imperial Bank of India the 
oost of management is about 2 per cent, on its deposits as compared to '95 
of the Bank of India, 1.82 of the Central Bank of India and only -9 of 
the Pimjab National Bank. There is one thing which is very peculiar. 
Cno Indian bank under European management shows the highest per¬ 
centage of cost and that is the Allahabad Bank. 

1877. Sir Purahotamdas Thakurdas : I do not want to change your view 
at all, but I wonder whether you have borne in mind the inference that 
banks which have several branches cannot make as much profit as banks 
which have none or not many branches?—I agree. 

1878. If a bank is compelled by legislation to maintain some branches, 
then what can you do?—If you are referring to the Imperial Bank, I might 
say that during the last so many years that Bank has had good advantage 
with Government money placed at its disposal that it cannot complain in 
any way. 

Take another instance, the case of the Punjab National Bank and the 
Bank of India. The former has more branches than the latter. There is 
another standard of judgment. Look at the size of the banks. The Punjab 
National Bank has deposits of only about half of the Bank of India. 
Therefore, according to the basis of your calculation, the Punjab National 
Bank is run on extravagant lines. Is that what you mean to say?— 

1879. HAve you any concrete suggestions to make for economising 
bank management?—^The establishments maintained by banks are mostly 
top-heavy. Then the scale on which remuneration is paid is simply extra¬ 
vagant in several cases. 

1880. If it is not too much trouble for you I request that you might 
send in a memorandum covering your view-point on these matters?—-! 
shall try to do so. 

1881. Mr. Devadhar: These banks which are managed by the Indiam 
staff, you say are more costly than European managed ones?—^Yes. 

1882. Then are we to infer that these institutions managed by Europeans 
are more economically managed?—^What I say is that Indian managed 
banks could still further lower their cost of management. 

Chairman : The only inference from your answer is that Mr. Devadhar's- 
inference is quite reasonable. 

1883. Mr. Devadhar: Supposing an indigenous banker and a co-opera¬ 
tive institution exist in one place, would you give more facilities to the 
indigenous banker in preference to the co-operative institution?—^In several 
ways they will be doing different kinds of business. 

Chairman : Mr. Shroff has given his definition of a ‘bank’ and to insti¬ 
tutions which satisfy his definition of ‘bank’, be would give the same 
treatment. 
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Professor Sohrab E. Davar, Mr. K. E. P. ShroS and Mr. J. J. Kapadia 
representatives of the Bombay Share-holders’ Association, Bombay, were 
examined. (Prof. Davar acted as the principal witness.) 

1884. Chairman (to Mr. Kapadia): You are the Secretary of the, 
Bombay Shareholders’ Association?—^That is so. 

1886. Could you tell us a little about the functions of this AsBOoia* 
tion?—^The principal function of the Association is to protect the rights 
and interests of share-holders of Joint Stock Companies and the invest¬ 
ing public. We started the Association in September 1928 with Sir 
Ibrahim Eahimtoola as the Chairman of the Association and with_ two 
Vice-Presidents, namely Mr. K. E. P. Shroff and Mr. A. M. Kajiji, an 
Ex-Judge of the Bombay High Court; latterly Principal S. E. Davar was 
appointed a third Vice-President. We have a written constitution and I 
would like to tender to the Committee a copy of it and a copy of the 
last annual Report. We hold quarterly meetings, we circulate the 
report of the managing committee each quarter to members and 
we meet at the end of each quarter, when matters affecting the 
well-being of share-holders are discussed. In addition, we hold 
our annual general meeting. Oiir principal activities are in three 
directions: first, in all general questions affecting the economic life of 
the country we take interest, provided we find that they have got some 
direct bearing upon the well-being of the share-holders. The second is in 
regard to the amendment of the Indian Companies Act. To that end we 
have so far addressed a series of communications to the Government of 
India in the Commerce Department, pointing out the loop-holes in the 
present Indian Companies Act. The third is to watch the administration 
of affairs of several Joint Stock Companies and to take concerted action 
to see that maladministration, where it exists, is weeded out. There are! 
nearly 550 members on our roll at present. 


1885. Are you doing any propaganda work among the share-holderB,- 
i.e., anything to train up the share-holders in the proper appreciation of. 
their rights?—Yes. As soon as the report of a Bombay Joint Stock Corn- 
pany is received, I as Secretary go through it and if I find that there iB 
anvthing upon which the share-holders should be enlightened, we send a 
notice in the public press asking the share-holders to meet informally at ths 
dflSce of the Association, where the points arising out of the balance sheeH 
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are discussed, and we advise those members who are the share-holdera 
of that company to attend that company’s meeting and put questions to 
the management so that the points which could not be properly ascertained 
on a perusal of the balance sheet may be elucidated. This is in one direc¬ 
tion very important educational work which the Association has under¬ 
taken. We also send articles to the press. I myself have so far sent 
something like 60 articles to the press on different subjects. Various other 
members also send articles to the press and the share-holders are supposed 
to read them. We are thinking of starting a journal, but in the present 
position of the Association, there are certain difBculties, but we hope to 
start one for educating the share-holders. 

1887. Dr. Hydfir: How does the Association maintain itself?—^Froril 
their members’ subscriptions. If they find that there is going to be any 
deficit, I daresay the members of the Managing Committee and other 
members will guarantee the deficit. 

1888. Sir Hugh Cocke: What is the subscription?—^Rs. 10 a year. 

1889. Chairman: Have you among your members people from outside 
Bombay?—Yes, many. We have members from places like Quetta and 
Baluchistan. 

1890. In para. 2 of your memorandum you say that in order to obviate 
any difficulty as regards the use of the word ‘bank’ the Industrial Bank 
should not be called as such. Will you kindly explain what difficuity you 
contemplate?—The difficulty is that to the man in the street the word 
'bank' generally is a commercial bank and he mixes the one with the other. 
In the case of the industrial bank which we have suggested should be 
formed, we have specifically stated that the industrial bank should not be 
allowed to take deposits on current account and should not have the cheque 
book system, but deal with long term deposits. We think it would be 
more safe if the industrial bank is distinguished by a special name, e.g., 
industrial corporation. 

1891. You know that in other countries industrial banks also come 
within the category of banks. Banks may be commercial banks, industrial 
banks, etc.?—That is so, but our country unfortunately has not had ex¬ 
perience of industrial banks yet, and particularly of industrial banks 
proper; our theory is that the average investor who deals with a bank may 
put his money in an industrial bank without realising the risk which he is 
running, because there is no doubt that an industrial bank is the more 
risky concern than a commercial bank. 

1892. You are no doubt aware that industrial banks, though on a small 
scale, are actually in existence in different parts of this country?—On a 
very small, perhaps insignificant, scale. I know that when the Tata 
Industrial Bank was working, a good many men, and intelligent men, from 
the bar used to confuse the Industrial Bank with a commercial bank and I 
had to tell them the distinction. 

1893. I think you said that you do not want your industrial bank to 
issue cheques?—Our opinion is that the current account system should 
not apply to industrial banks. 

1894. But would you object to an industrial bank giving a loan to sonTe 
particular concern by issuing a cheque in the client’s favour?—^There will 
be no objection to a cheque drawn upon some other banker with whom tha- 
industrial bank may have an account. 
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1895. Tour point was that as the industrial bank would not be allowed 
to receive current deposits, automatically it would not be able to issue 
cheques against those deposits?—^Tes. There is another good reason. Idi. 
Hart’s Book on the Law of Banking, the author says that the only proper 
or perfect definition to distinguish a banker from an ordinary financing 
corporation or money-lender is to say that a banker is one who keeps cur¬ 
rent account for his customers and allows him to draw cheques upon him- 
self; that definition was in our mind when we suggested this. 

1896. Later on you have said that legitimate banking business should 
be restricted to the type of business you are referring to?—That is to say, 
commercial banking. 

1897. In that connection you have made certain proposals about impos¬ 
ing certain regulations on banks which are restricted to legitimate banking 
business?—^Yes. 

1898. Am I to understand that your view is that an industrial bank or 
an industrial concern would not be subject to similar regulations?—Thera 
would be something common to both; when we say that a bank should be- 
legitimately restricted, we do not have in mind an industrial corporation. 

1899. I fully understand that in regard to the restriction on the nature^ 
of business. But my point was that you have also proposed certain r&- 
gulations in regard to the working of the bank, with regard to directors* 
etc. ?—Yes, these regulations would apply equally to an industrial corpora* 
tion as far as possible. 

1900. You say that ware-house companies will have to be started with 
substantial capital to command the confidence of the banks as to the re¬ 
liability of their warrants, (a) Will it not be sufiBcient for the purpose ot 
inspiring confidence to have the ware-houses governed by a ware-housing 
law and subjected to Government inspection? (6) Will you tell the Com¬ 
mittee what the ware-houses will do with the large capital you want them 
to possess?—As these ware-house companies are going to take large quanti¬ 
ties of goods and issue warrants on which the merchant or the manu¬ 
facturer is expected to raise money from banks, their position should be- 
so financially sound that a banker would be confident to rely upon the 
warrant to advance money. The answer to the alternative which you sug¬ 
gest is that Government inspection will to a certain extent inspire confi¬ 
dence in a banker who advances money on warrants issued by ware-house 
companies, but the banker looks more to financial stability rather than to the 
consolation that the bank is being inspected from outside independently. 
Another reason is that it is not necessary that these ware-house companies 
should call all their capital. Suppose a ware-house company gets a capital 
of 2 crores of rupees subscribed, it may call up a few lakhs that it may 
immediately require for building of the ware-house or other working ex¬ 
penses. The balance of uncalled capital in the hands of share-holders on 
which the warehouse company will not pay any dividened would, in oui; 
opinion, be a sufficient security from the banker’s standpoint to inspire 
confidence. There is yet a third reason, which is that if the ware-house 
company has a large capital, it may be that the ware-house company itself 
may advance money on the goods that are deposited with it. 

1901. Is it your intention that the ware-house company will actually 
possess the goods deposited in the ware-house?—They will keep the goodit 
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and issue warrants in any quantity that may be convenient to the merchant 
■pr the manufacturer, and each warrant becomes a sort of negotiable 
security just like dock warrants. These warrants could then be easily 
deposited with bankers and money raised. The objection in the case of 
manufacturers of textile mills in Bombay is that they do not deposit or 
hypothecate their stocks for the simple reason that they are afraid that if 
the people from whom they receive deposits come to know that their stock 
is mortgaged with a bank, perhaps their credit may be affected and they 
may withdraw their deposits. Apart from the question whether this fear 
is justified the ware-house system would obviate this objection, because no' 
one would know how much of the stock has been pledged or mortgaged 
with a banker. 

1902. Supposing a mill hands over some of its production to a ware¬ 
house company. After it has been so handed over, will the goods still 
remain the property of the mill or will it become the property of the ware¬ 
house company?—The ware-house companies merely act as agents. 

1903. Therefore from that point of view, they really do not require any, 
-capital. If they want thereafter themselves to advance money on the 
■deposits of these goods, they will practically begin to function as an ordi¬ 
nary commercial bank?—^Yes, I quite agree, but I might put it tins way. 
Even though you may not call up the whole capital, we must have a large 
-capital to give them financial stability in the eyes of the banker, because 
a banker has to rely on the warrant for the quantity apd nature of the goods 
which are stocked with a ware-house company, and to see that the ware¬ 
house company is responsible. Suppose the warrant is false and gives a 
wrong quantity, the ware-house company will have to make good the money. 
The idea is that the banker should trust the ware-house company and should 
at the same time see that, if there is something wrong, he could recover 
the money from the company. 

1904. In the case you mention would not the ware-house company take 
adequate steps to safeguard itself against losses of the particular character 
to which you refer?—If ware-house companies are to be started by indepen¬ 
dent persons as Joint Stock companies without any control, they may or 
they may not. It ■will be entirely left to their option. 

1905. Are you aware of the operations of the Bengal Bonded Ware¬ 
houses Association, Calcutta?—^No. 

1906. You would not be able to say whether the ware-house companies 
possess a large capital or not?—^They need not necessarily have their 
capital in cash. Uncalled capital is a first class security. 

1907. I was pursuing the question from the point of view of practicabi¬ 
lity. If we insist that the ware-house company must have substantial 
capital, though a good deal of that capital may be uncalled capital, is there 
any practical chance of people thinking favourably of such an idea?—^We 
suggest that if a ware-house company is started, it should even be en¬ 
couraged by the State in the interests of local finance. 

1908. That is, the State should guarantee to provide a certain portion 
of the capital?—^It would be much better. 

1909. That is the sort of subsidy you have in view?—I would prefer it.. 

1910. Is there any other form of subsidy you have in ■view?—^Dividends 
might be guaranteed, say, 4 per cent. That is practically the same. W® 
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Tfould locate these ware-houses iii big towns like Bombay'or Calcutta, where 
there is a need for them, particularly in Bombay where a lot of nob onlj 
mill and other stuff is ready to be financed, but also imported goods. 

1911. What do you call a substantial capital, one crore or 10 crores?— 
That would depend upon the location of the ware-house company. 

1912. We are talking of Bombay?—One crore would be quite sufBcient. 

1913. Of which, how much would you call up?—That would depend 
upon the cost of the ware-house, its working expenses and on how many 
ware-houses there would be. 

1914. Sir Purshotamdaa Thdkurdaa: Do you know of the Bombay Port 
Trust system?—Yes. 

1915. Would that sort of thing do or do you want anything stronger ox 
more elaborate than that?—The Port Trust system is all right. 

1916. You know that they do not guarantee quality: they only say ten 
bales of jute, or ten bales of grain. Therefore what I am trying to point 
out is that the raison d’etre of your capital may not be material?—But the 
Port Trust is a very substantial institution. 

1917. I am only talking of their guaranteeing the number; all that they 
guarantee is 10 hags of grain; whether the bags contain wheat or mixed 
wheat or barley is a matter of detail. That is the commercial party's own 
look-out?—Yes. 

1918. Mr. Lamond: Would you make the ware-house company respon* 
sible for the condition of the goods?—Certainly; that is why we require a 
substantial capital: otherwise any one would start a ware-house company. 

1919. Sir Purshotamdas Thakurdas : That is why I asked whether yon 
know about the Bombay Port Trust ware-house and whether that 
would do for your purpose ?—I do not think so. 

1920. You must have something with a greater security?—^Yes, other¬ 
wise the banks will not freely advance against the ware-house company. 

1921. Why do they do it in the case of Port Trust receipts if the security 
is inadequate?—(Mr. K. K. P, Shroff) Because the goods are noted in the 
shipping documents and there are very few chances of committing a fraud. 
There are greater chances of committing fraud in the case of a local ware-- 
house than in the case of a Port Trust. 

1922. Therefore the administration of the, ware-house should be such as 
would ensure confidence in the eyes of the public?—^Yes. 

1923. Then these elaborate precautions which you want may not be 
necessary?—Yes. 

1924. Mr. Devadhar: You think it is absolutely necessary to have these 
institutions controlled by Government to create confidence?—No, we did 
not say ‘controlled’. 

1925. You want the institutions to belong to Government?—Not parti¬ 
cularly to the Government. If it is inspected by Government officers, so 
much the better it would be for creating confidence in the eyes of the 
public. 

1926. Do you not think the sine qua non for creating confidence is some 
inspection by Government?—Some independent party at least; there^ 
cannot be a better party than. Government in such cases. 
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1927. You wovdd not entrust that kind of thing to a non-cffioial 
.i^ncy ?—^No, that would not create so much confidence in financial circles^ 
unJess it is a substantial concern with a large capital. 

1928. Mr. Khaiian: You said that the ware-house should guarantee the 
conditions of the goods. You know that there are various kinds of mer¬ 
chandise which are liable to inherent deterioration, e.g., grain. Would' 
you expect the ware-house authorities to guarantee the condition of such 
goods?—cannot say. 

1929. Sir Purahotamdas Thakurdaa: You said that the agency ad¬ 
ministering the ware-house should be such as would create the same con¬ 
fidence in the public as the Port Trust administration does ?—^Yes: sup¬ 
posing I am a cotton merchant and I go to a ware-house company with 500 
bales of cotton, 100 Oomra, 100 Broach, 100 very fine quality Bengal, etc., 
it would be quite legitimate for me to call upon the ware-house company to- 
'declare in the warrant the quality of the goods to enable me to draw from- 
the banker. 

1930. Mr. Khaitan: You mean that the ware-house authorities should" 
go into a little more detail than the Port Trust authorities do?—^Yes. 

1931. Sir Purahotamdas Thakurdaa ; Do you expect them to indicate^ 
the different grades of cotton fully?—In view of the difference in price of 
these two staples, Oomra and Broach, it is certainly to the interest of the 
merchant that the ware-house company should declare the quality to enable 
him to draw the higher price from the bank. 

1932. What is the difference in price between Oomra and Broach? —I 
tldnk it is from Es. 30 to 60. 

What is the difference in price for Oomra higher grade and lower 
grade?—do not know. 

1933. It is at times about Es. 50. Therefore a certain amount of risk 
has to be taken by the men who handle these warrants?—There must be 
safeguards pro"vided. 

1934. Chairman: That being so, w'e comfe back to the point from which 
,we started, viz., apparently this company will not require a large share 
capital?—Unless they themselves advance part and (imploy their capital. 
It would not be absolutely necessary to have a substantial capital, but if 
they have it, so much the belter. 

1935. Ch. Mukhtar Singh: Would you bold the ware-house company 
responsible for the condition of the goc^s?—^I prefer they should be res¬ 
ponsible. I would go further and say that there is no reason why a com¬ 
pany with, say, 2 crores of capital should not have its own experts who 
would draw samples of various goods and fix the quality and then issue 
warrants: the banks would then lend with greater confidence. Substantial 
capital does not mean that the company should have it in their 0 "wn hands. 
Supposing there were shares for Es. 1,000 of which only Es. 200 bad been 
called, you pay dividend on only Es. 200, and the banker knows there is 
so much capital still available. 

1936. Seth Haji 'Abdoola Haroon: Do you not feel that it would help 
the cotton mills also?—Yes, at present the cotton mills find it very difScuHi 
to get iinance. The Managing Agents of cotton mills have frequently told 
Us that they could get loans only when they would give substantial 
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guarantee. If we have ware-houses, that will simplify the question of 
^ance. 

1937. Ch. Mukhtar Singh: WiU it mean creating one more middle¬ 
man?—^No, it would remove that agency. 

1938. Seth Haji Abdoola Haroon : You are suggesting that the ware¬ 
house system should be established both in Bombay and other commercial 
centres?—^In must of the principal towns. 

1939. What is your opinion about starting these ware-houses -in the 
interior? Because the Zemindars and producers are at present complain¬ 
ing very much that when their crops commence to go in the bazaar the 
market generally goes down. What is your opinion if this system is 
extended to them?—I say in those localities v/here large quantities of pro¬ 
duce arc available, the ware-house company should have branches there. 

1940. You have mentioned this system in respect of the mill industry. 
But in my opinion it is more necessary in the interior, for instance, 
Lyallpur and some other places. Is it not?—Wherever there is a need 
for ware-houses with a view to have finances for the local produce, we 
would certainly say it should be started. 

1941. I think these people suffer more than the mill industry?—Perhaps,', 
it is because they have to pay heavier rate of interest to local money-lenders 
and they may save this by depositing their warrants and receive theijr 
finances. 

1942. Mr. Lamond: It happens that the mills have their godowns, what 
will they do with them?—If they find moneys on warehouse warrants they 
would not keep those godowns. 

1943. But will they appreciate the idea of having ware-houses?—Once 
the mills find that the facilities are available through these ware-houses, 
those mills who have to borrow moneys W’ill appreciate the idea. The Tariff 
Board in their report have suggested very strongly about these wai-e-houses. 

1944. Mr. Devadhav. In answer to Mr. Haroon’s question you said that 
you would approve the idea of having ware-houses in the interior for the 
benefit of the zemindars. Will it be helpful it these warehouses are started 
on the co-operative basis?—^We have not thought over this point. 

1945. Sir Hugh Cocke: You have said in answer to the question by 
Mr. Haroon that in the Bombay Presidency and also up-country, ware¬ 
houses should be started. Would you advocate one ware-house com¬ 
pany with several branches or not?—^We think we should have one ware¬ 
house company with branches in different provinces. It is advantageous 
because the stability of that company will be more in view of the fact that 
they will have put more capital. 

1946. If a large capital is required, the storage fee will have to be rather 
high to meet the expenses ?—As long as the system would help to decrease 
the cost of finance, we do not mind it. 

1947. I think that will necessitate increasing the cost?—^No, as I have 
told Mr. Haroon in reply to his question, at present agriculturists in the 
interior have perhaps to borrow moneys at a high rate from the local money 
lenders and if they go to the bank and get moneys at a cheaper rate, that 
would help them to lower the cost than increase it. 

1948. Chairman: If your idea to which you just referred is pursued, 
will not there be an interference with the development of facilities given 
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on the co-operative basis to which Mr. Devndhar has alluded?—say 
would be still open for the Co-operative Societies to open their own ware¬ 
house if they chose. That will be an additional help to the co-operative 
enterprise. 

1949. I am not talking about Bombay. You said that the ware-house 
company would establish their branches at various centres. I say if that 
happens, will that not interfere with the development of the facilities given 
by the Co-operative Societies in particular agricultural centres?—I should 
think not, because the Co-operative Societies, in my opinion, would be at a 
great advantage, as they work on a sort of co-operative basis. They may 
be able to give more favourable treatment than the ware-house companies 
would be. 

1950. So, you have no desire to so regulate the operations of the ware*- 
house companies that they may interfere with the development cf ware¬ 
housing arrangements made by the Co-operative Societies?—No. 

1951. Ch. Muhhtar Singh: It means that either the Co-operative Banks- 
may start the ware-houses or any other bank may start. Is it not?—Yes. 
It is a question of competition. As long as the ware-house is run on busi¬ 
ness lines, we do not mind. 

1952. Mr. Devadhar: Therefore, would you be inclined in that case to 
support an appeal to Government for financing that institution ?—-To tell 
you honestly, Mr. Devadhar, the Co-operative system has always a very 
warm place in my heart. 

1953. Chairman: You suggest that non-Indian banks should be made 
to obtain a license before commencing business. Have you any parti¬ 
cular precedents in view? What particular objects have you in view in 
making this suggestion?—As far as other countries like Japan, Portugal, 
Spain, Italy and Prance are concerned there are similar arrangements. 
Even in London where the banking is so strong that it can stand tb® 
competition of the whole world, there are many people there who urge 
that they should be protected against foreign banks. If a country like 
England which is well developed in banking system requires protection, 
and if in a country like Japan where banking system is not so very powerful 
as to stand competition, such protection is necessary, I think our country 
which is in a very backward position in the question of banking should 
have some sort of protection, if banking in India is to be developed. I say 
they should be given a license and I have suggested that their acoouirt 
books should be inspected by the Inspector of Accounts. They should 
also deposit certain amount in proportion to their capital. These are the 
safeguards necessary. 

1954. In addition to the regulations which you have proposed for banks 
in general including the Indian banks, they should be called upon to 
deposit with Government a certain sum of money which should be calculat¬ 
ed in proportion to their capital?—^Yes. I would also suggest that in the 
license there should be included a condition that the foreign exchange 
banks should take a certain proportion of Indians in their own staff. 

1955. This is a question of safeguards for deposits; so, the question: 
of Indian staff does not come in?—As I am discussing the conditions to 
be put in the license, I mentioned this condition also. 
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1956. When you say that a deposit should be kept with Government^ 
will that deposit be earmarked for loss in India? If so, can it be so. 
earmarked?—Why not? 

1957. We understood from another gentleman that deposits will form 
part of the general assets of the company and will be available to meet 
the claims of the depositors either in India or outside India, when the 
company is to be wound up. Is that so?—If we legislate and say that- 
those deposits should be kept with the Government, over which there, 
will be no lien. In this way, the difficulty will be obviated. 

1958. You want to make it clear by making a law?—Yes. 

1959. Eegarding transfer of shares you say “a very wrong and arbitrary 
use is made of it in the case of fully paid shares.” Are you aware oJE 
many such cases?—Yes. I do not say there may not be undesirable share-' 
holders, but such eases are few. Under the present rule power is given 
to the Directors to refuse to register transfer of shares. They have got. 
this power to refuse the transfer without giving any reasons. When they 
do not give any reasons, naturally nobody can go to the Court; the Court 
cannot do anything in the matter. We say that the Directors may refuse 
the transfer, but they must give their reasons for so doing. This wilhi 
give a chance to the share-holders to go to a Court of Law and see 
whether the reasons given are valid. If the share-holder is an undesirable- 
person, he will naturally not go to the Court. I do not want to give 
names, but one of our prominent members has suffered in this way with 
the result that his application for transfer was rejected. 

1960. In your written statement you propose the total abolition of this 
power in respect of fully paid shares, but I think you now suggested that 
they can have power, provided they give you reasons as to why the power 
was exercised in any case and afterwards the aggrieved share-holder may. 
fight out the matter in a Court of Law. Is it not?—That is a sort of 
compromise. What we have suggested is nothing extraordinary. The- 
Imperial Bank of India Act does not authorise the refusal of transfer • 
of fully paid shares. 

1961. We know the position of the Imperial Bank. I am talking about 
tlic other banks?—Apart from the Imperial Bank I would draw your 
attention to clause 20 of Table A of our Act which does not say that the 
Directors have power to refuse the transfer of fully paid shares. It is only 
the draftsmen of the present Articles who have put in such a clause. 

1962. Mr. Khailan : The general Articles of Association contain a clausa 
that the company has a lien over the shares. Do you consider it good 
or bad?—Bad. We have taken objection to this clause also in the latter 
part of our memorandum. 

1963. Mr. Khaitan: But you say that the lien is good in certain cases. 

I am just asking you in which cases it is good?—^We say that there should' 
be a lien on partly paid shares. In that case it is good. 

1964. Are you aware that Section 76 of the Canadian Bank Act saye 
“The Bank shall have a privileged lien, for any debt or liability for any 
debt to the bank, on the shares of its o'wn capital stock, and on any 
unpaid di'vidends of the debtor or person liable, and may decline to a|low 
any transfer of the shares of such debtor or person until the debt is paid.” 
Do you see here that they have put this clause of lien?—Although we agree 
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that in many respects the Canadian Bank Act is far advanced compared 
to our own Act, we do not particularly agree with this portion of their 
legislation. 

1965. Sir Purshotamdas Thakurdas: Supposing it be provided by them 
that no transfer of shares could be refused by a bank, will this serve your 
purpose?—No, the Imperial Bank has changed that practice. 

1966. Why?—Because it is found that it is harmful to business. 

1967. This was done by legislation?—Yes, that is what I say. But the 
Government is not anxious to make such a legislation. We would also 
saj’' that the bank should not grant loans on its own shares. 

1968. Chairman: You recommend that the general form of proxy 
should be prohibited entirely. Would not that deprive a large number 
of share-holders who are unable to be present at meetings of the opportunity 
to have their interests watched by accredited persons in cases in which 
questions affecting such interests crop up?—In making this suggestion 
we have particularly in mind the case of the Managing Agents and 
Directors who usually take a sort of blank cheque from a large body of 
share-holders over whom they have certain influence and use the proxy 
in any manner they like. Now when a man gives a proxy for a special 
meeting, he exactly knows whafc is going to happen there, but here in this 
case it is a carte blanche given for a very long period. We wish to 
develop joint stock banking in our country on really sound lines, and we 
do not like the idea of centering control in the hands of a small number 
of Directors. 

1969. Does not the real remedy lie then in imposing restrictions on 
share-holders and asking them to attend the meetings themselves?—Even 
in advanced countries like England, the share-holders are not sufficiently 
educated in these matters. Hartley Withers in his book on “Stocks and 
Shares’’ describes exactly what an average British share-holder happena 
to be. As Justice Martin said in the Sholapur Bank case, “Legislation 
is necessary to protect the fools against their own folly sometimes’’. The 
majority of the share-holders are ignorant and I doubt whether even after 
a century it will be possible to get them educated properly. 

1970. Dr. Hyder: Would you be in favour of a measure which will 
enable proxies to be renewable after a certain period of time?—We have 
no objection to the suggestion at all. In regard to these proxies, different 
banks follow different practice. 

1971. Mr. Khaitan: But, do you not think that a general power of 
attorney would be enough in these matters?—I am sorry that would not 
suffice. There are two kinds of proxies, the one a general proxy and the 
other a special proxy. General proxy is a proxy in which no time is fixed 
and which can be used at any meeting. A special proxy is a proxy which 
has to be used at a particular meeting and very often there are articles 
which will show that beyond a particular time the proxy will not be valid. 
Article 48 of the Westminister Bank fixes the limit of validity of a proxy 
as three months, article 56 of the Barclay’s Bank fixes it at 6 months, 
w’tula almost all leading Indian banks have their periods of validity fixed 
at one year. What we want is that this general proxy should be done 
away with. Everybody will agree that a perfect form of proxy is a proxy 
for one meeting. Failing this, we suggest that the maximum period for 
■which a general proxy should be made valid should be 8 months. 
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1972. Chairman: In regard to your suggestion for the examination of 
bank accounts by some Government agency, it hag been suggested that 
the loss of confidence by the public in banking institutions is due to past 
failures and that the latter were mainly due to laxity of banking law in 
several respects, and that if the law is tightened up in various directions 
including the obligatory duties of the auditors, it is not necessary to 
appoint outside examiners. Have you anything to say on this sugges¬ 
tion?—First of all, our ditficulty is how the law is going to tighten up 
matter, because we are not quite sure about what legislative steps would 
be taken. Another difficulty is that no amount of legislation will entirely 
prevent Directors and Management from, practising those irregularities 
which have led several banks to go into liquidation. Therefore Govern¬ 
ment inspection is necessary. Section .'iG of the Canadian Banking 
legislatirjri provides for some sort of Govmnment inspection of 
banks continuously and report to Government whenever they find any 
irregularity. In the ease of Auditors and Public Accountants in India, the 
position is this, that owing to the influence which the Directors and 
Managing Agents exercise over them, in spite of their protests against 
the Management in private, they do not openly declare it in their reports. 
Then again there is nothing in law which would compel a continuous 
audit, and you cannot expect the bank auditors of well established big 
banking institutions to go and examine these detailed accounts. To 
obviate all this, it would be better if Government inspection is made of 
all banks as is done in Canada, subject of course to certain modifications 
in that law to suit the requirements of our country if need be. As is done 
in Canada, a small tax could be levied on the capital of the concern to 
meet the cost of Government inspection. 

1973. Dr. Hyder: So, is it your point that Government inspection 
should be done over and above the usual auditing?—Yes. 

1974. Chairman : You suggest that .70 per cent, of the subscribed 
capital should be called up within a year. It has been suggested that in 
•order to prevent the growth of mush-room banks a minimum amount of 
subscribed capital should also be prescribed. Are you in favour of this 
suggestion?—We have thought over the problem very carefully. The 
modern banking tendency in advanced countries like England is to have 
largo banks ^cith large numbers of provincial and city branches, in other 
words having concentration in branch banking This is of course an 
ideal thing that could be done, but the chief difficulty in regard to this 
will be that several of the branches might not pay, with the result that 
it is better to start small banks at such centres. We also realise that 
these .small banks might be really only mush-room growths. To obviate 
this difficulty wo can fix certain fixed proportions in regard to banks started 
at different places according to the importance of, the place. 

1975. Chairman : So then you would prescribe a minimum capital, but 
the amount of such minimum capital would vary with reference to the 
locality?—^Yes. 

1976. You suggest that representatives of depositors should also find 
a place on the bank directorate as in the case of insurance companies where 
policy holders have the right of appointing Directors. Is there really any 
necessity for such representation and how would you provide for if?— 
With regard to the first portion of the question, the necessity for repre¬ 
sentation of depositors, according to us, seems to be very great, for the 
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simple reason that in most cases the Bank’s capital is sometimes mucb 
less than its deposits, and therefore, if the share-holders have the sole 
voice in appointing the Directors, it seems to us it is rather unfair to- 
depositors. We feel that if a representative of the depositors is also on 
the Board of the Directorate, it will be better for the depositors and will 
be in the interests of the deposits themselves. 

1977. Mr. Khaitan: You have referred to the policy-holders of Life 
Insurance Companies in this connection. You know that in the case of 
policy-holders, they are permaneut members of the company, but in the 
case of a bank the depositors may be constantly changing. They may 
change from year to year. Would that make any difference in your mind 
about this proposal?—I quite sec your point, but we have in view tho 
fixed depositors. 

1978. Chatrinan : You have not yet answered my question fully, and 
if you do so, possibly ilr. Khaitan’s point will be answered?—At these 
annual general meetings, depositors who have got their deposits running- 
for a period of one year or more should have a vote, say one vote for 
every Es. 1,000, but in all restricted to 10 votes per head, whatever the 
capital invested by one depositor may be. 

1979. Mr. Khaitan ; And is it your point that these depositors should 
nominate one from among themselves to the Board?—Yes, they can do so- 
if they like. 

1980. How long before the annual meeting do you want the nomina¬ 
tions to be sent in?—That could be done by a regular motion with a< 
fortnight’s notice. 

1981. And the bank will have to send notice of the meeting to its- 
depositors at least another fortnight before that, is it not?—'That is not 
necessary. If the by-laws mention this condition, it would do. 

1982. Would not the bank have to prepare the list of depositors having 
a 12 months’ currency of their deposits on the day of the meeting?—That 
can easily be done and if the Articles of Association stipulate the rules, 
that would do. 

1983. Chairman: The general banking practice in this country is to- 
have one year deposits?—That is generally so. 

1984. Now, you see the majority of the deposits are for the year. You 
want to hold your annual general meeting in March. It is not an impos¬ 
sibility to find tlien that over .80 or 90 per cent, of your depositors have 
their "accounts current then only for 6 months or so. Therefore you will 
see that your real point will not bo gained ?—Wc do not mean depositors 
with the full currency of 12 months still to run. All those who hold fixed 
deposits on that day w-ith twelve months’ currency at time of deposit 
may be entitled to vote. 

1985. Can you tell me whether there is any country in the world which 
has such restrictions or privileges as you refer to?—I do not know whether 
there is any precedence for my suggestion, but there is nothing wrong in¬ 
making an original suggestion provided it is sound. 

1986. Sir Hugh Cache: Holding the views that you do, do you not 
think that current depositors are also equally entitled to be included in your 
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suggestion?—We knew that such a question will be put to us, and we 
have considered over the problem and find that current accounts being 
really a fioating charge, we find practical difficulties in giving them the 
power of vote. 

1987. Dr. Hyder: Is there not a difference between the case of those 
who entrust their deposits to a bank for a period and the case of those 
whose deposits may be drawn upon at any time .'—That will be a very 
strong argument in favour of fixed depositors. 

1988. Chairman: Even that argument would apply against the fixed 
depositors as compared with the share-holders?—Yes, Sir. Our point is 
that the fixed depositor has got a greater stake than the share-holder. 

1989. Dr. Hyder’s point and, I believe, Mr. Khaitan’s point also is 
that your fixed depositor may be only a bird of passage?—Yes, it is quite 
possible. 

1990. Have you any idea as to what representation the depositors should 
have as (.'ompared with the share-holders?—We wnild keep at least one- 
third as representatives of depositors and two-thirds as reiu’esentativcs of 
share-holders. 

1991. Therefore you admit that the intere.sts of share-holders are greater 
than those of the depositors?—Yes. 

1992. You suggest that banks should be statutorily ptohibited from 
advancing loans on their own shares directly or indirectly and add that 
there have been cases ol abuses on this point. Will you kindly explain 
what you mean by indirect advances against the shares?—Advances made 
on the strength of a particular depositor’s amount of shareg he holds in 
the bank. Sometimes it so happens that in order to rig up the market 
a syndicate is formed with a view to buying from the market a certain 
number of shares of that particular bank. The bank makes clean, advances 
to the syndicate but the object of the syndicate is to buy the shares of 
that bank. Even the Green Committee, appointed in England in con¬ 
nection with English Companies’ Act, refer to this form of manipulation 
in paragraph 30 of their report. 

1993. You suggest that advances to an individual without security 
should be prohibited. Would not this hamper business of clean loans to 
men of undoubted means and integrity, who would not have any dealings 
with a bank if required to give security for the advances required by 
them?.—We would like to amend that. We would further suggest that 
advances to an individual without security should be strictly limited. 

1994. Limited in what way?—Limited to a cerf;nin amount. 

1995. You mean monetary limit?—Yes. It has been recommended by 
the Central Provinces Dnuking Committee in jiaragraph 2128 of their 
i.eport,—“A limit should be fixed of the amount which may: ho advanced to 
any single individual or to any single concern.” The limit may be both 
absolute and also a proportion of the bank s cap tal, whichever is less. 
This is, after all, only a legal enforcement of the well-known business 
dictum that it is unwise to have all one’s eggs in one basket. For stability 
and security of business the risk must be distributed. 

1996. Chairman: But this does not refer to loans without security. 
According to the 0. P. Committee’s recommendation, even if you were to 
offer security, there should be a limitation to the amount to be advanced 
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to a single mdividual?—Our point is that a fixed limit should be laid donrn 
and that no indiTidual should be given a clean advance of more than one 
lakh. If the individual is so well-to-do that he considers it infra dig to 
deal with that bank, and if he is considered worthy of more advance, 
there is no reason why he should not have a friend to stand as a sort 
of surety for him. 

1997. Seth Haji Abdoola Haroon: You say that advances to individuals 
without security should be prohibited. Do you know that the system 
at present in Bombay, and mostly in Karachi, is that on demand notes 
or on hundis they take advances?—We are not aware of it. It may be 
prevalent in Karachi where you are passing through abnormal conditions. 

1998. Chairman : We have been told that the system of giving clean 
credit to banks’ customers prevails in Kngland to a much larger extent 
than is the case in this country. Are you aware of it?—We are aware of 
it, and we know that this clean credit system is prevalent in countries 
where the directorate is more reliable and where clean advances are given 
to large companies or syndicates. Considering our country, we think 
that some limit slicjuld be ti.xed in the ease of clciui advances. That is 
our opinion. 

1999. You suggest that purchase of immovable property except for 
the bank’s use or in realisation of its dues should be prohibited and that 
in the latter case retention should only be allowed for the period essential 
for the recovery of the bank’s dues. Are there many instances in which 
banks hold properties? If so, are they not shown in the balance-sheets 
and would it not be a matter for the share-holders to deal with at their 
annual meetings?—Generally a number of banks which hold properties 
besides their business premises are those that have bought properties 
which were pledged to them. 

2000. Do you mean to say that they are compelled to buy them?—^Yes, 
compelled to buy. These hanks continue to hold these properties in the 
hope that the market will improve and that their prices may appreciate; 
and it often happens that instead of those prices appreciating, they sink 
down further. Therefore we advocate that there should be some limit to 
the discretion vested in the Directors. 

2001. Therefore, you now want to modify that recommendation to the 
extent you mentioned in your answer?—Yes, 

2002. Sir Hugh Cocke : You said that banks should be allow-ed to retain 
such properties only for such period as is essential to recover the bank’s 
dues. I w'ould point out that this state of things may not normally 
arise?—No. 

2003. Then you admit that it would not be proper to hold the property 
till the bank’s" du'!s are recovered?—-No. In the matter of holding 
and disposal of properties in t.he possession of the bank, the share¬ 
holders are, so far as theory is concerned, masters of the w’hole 
situation, but in actual practice they arc helpless. Under the 
.Articles of the Association, the Directors have unlimited discretionary 
powers which in our opinion should be curtailed. We know of various 
instances in which banks have, in their balance sheets, shown certain 
figures w’hich thev stoutly refused to explain to share-holders. (Mr. Kapadiaj 
I once asked the Managing Director of a bank how it was that while in a 
particular year the bank's properties stood at a certain figure, the very 
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following year the same figure had gone up. I asked him whether addi¬ 
tional properties had been acquired. And he coolly replied -that it was 
inexpedient in the interests of share-holders to disclose the information. 
Now, if we raise the same question at the Annual Meeting, the Chairman 
is certain to repeat the same answer. It is therefore my contention that 
the very wide powers now enjoyed by the Directors should be limited. 

2004. Chairman: Will not all these restrictions that you contemplate, 
weaken the power and therefore the efficiency of the management?—No. 

I will cite to you the case of Canada, where it is provided that if certain 
properties are not disposed of within 7 years, they shall be forfeited to- 
His Majesty the King, 

2005. Chairman: That would be a good thin,? indeed?—(Prof, Davar) 
Our opinion is that the kind of restrictions that we recommend will increase 
efficiency of management and our opinion also is that, indigenous and Indian 
banking would develop much better for the simple reason that those restric¬ 
tions would inspire confidence among the investing public. These restric¬ 
tions are not to be applied only to Indian banks but to all foreign banks 
doing business in our country. 

2006. Is it your intention that these restrictions should be applied to' 
the indigenous banks as well as to all foreign banks?—On reconsideration, 
we do not think that these particular restrictions would apply to foreign 
banks. 

(Mr. Kapadia): I know of certain instances where banks increase their 
holdings of premises and where the Managing Director, when asked to 
explain certain items in his balance sheet, would refuse to enlighten 
the share-holders of the bank on the ground of inexjiodiency and w’here the 
Chairman would simply confirm the reply already given by the Managing 
Director. My point is : is it not the right of a share-holder lo Icnow whether 
the addition of any figures in the balance-sheet represents the acquisition 
of any new properties? 

2067. Chahman: Am I to understand that it is the present practice 
among Indian joint stock banks not to give their share-holders or any 
individual share-holder information about details of an entry made in the 
balance sheet?—They are extremely unwilling to give this information. 
Our experience in Bombay has been particularly unpleasant. 

2008 Mr. Devadhar: I should like to know whether what you have 
told us happened at the annual meeting of share-holders?—(Mr. Kapadia) 
I am generally in the habit of avoiding unpalatable things being discussed in 
an open public meeting. I generally send a list of questions to the manag¬ 
ing director; he writes back answers to some; others he does not reply to; 
then an appointment is made and still some questions are not answered 
on the plea of inexpedienev. The Chairman in'\ariably endorses ‘uhe 
managing director’s reply. But, Sir, in the particular case to which I 
have referred, the managing director prevailed upon me not to ask any 
questions at the public meeting and I therefore made a declaration that 
in the interests of the bank I W'ould not put the question. So I did not 
put those questions at the open meeting but I asked for information from 
the Managing Director. 

20f)9. Chairman: Surely that does not speak very highly of your 
solicitude on behalf of the share-holders in general. 

2010. Chairman: I am sorry to hear that you, the Secretary of the 
Share-holders’ Association, .should have been persuaded in that instance 
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not to pursue the matter in the interests of the share-holders. {Mr. Ddvar 
and Mr. Shroff). That is Mr. Kapadia’s personal view: my Association 
has nothing to do with it. 

2011. Sir Purshotamdas Thakurdas (to Mr. Shroff and Mr. Davar); Do 
I understand that you, as _ representatives of the Association, would not 
endorse what Mr. Kapadia says in regard to this? If you are not prepared 
to endorse the inference that Mr. Kapadia has drawn from the incident 
which he has related, much less can this Committee accept it?—(Mr. 
Shroff and Prof. Davar). We are not acquainted with it. 

2012. I am not talking about the accuracy or the inaccuracy of the 
incident. Do you endorse the general inference?—If you mean the 
general experience of the share-holders, yes. The general practice is that 
inconvenient questions are often asked and the questioner is informed 
that it is not expedient to make a statement, etc. 

201d. Mr. Devadhar: Do you mean to suggest that it is the general 
■spiriu of those who are in custody of the capital of these concerns not to 
take the share-holders into their confidence. Do you think it would not 
he doing harm to the interests of the share-holders if ’’he information were 
not given at a public meeting, but the Chairman incorporated in nis 
•speech some such information?—(Mr. Shroff) They may if they want to 
do it. 

2014. Every piece of information is supposed to be placed before the 
auditors. Is not information available to the auditor which may not be 
available to a single share-holder or to a member of the general public ?—• 
They must have seen it. 

2015. I mean if such a piece of information were really valuable in the 
interests of the general share-holders, the auditors would ask to see it?— 
They might or they might not. We do not know anything about it. (Mr. 
Davar added: What is wanted in the interests not only of banks but also 
of Joint Stock Companies has been laid down repeatedly; it is that there 
should be as much disclosure as possible in the balance sheets and accounts 
and in the questions asked by the share-holders. Publicity is a check 
against .my irregularity). 

2010. Chairman-. I thought Mr. Devadhar’s qiiestion was whether the 
details had not been placed before the auditors?—The auditors would 
certainly get it if they wanted it, and if there was any irregularity, it 
would be the duty of the auditors to disclose it in the report and bring 
it to the notice of the share-holders, I have in mind the cases of the 
banks where the auditors have got the information but have not disclosed 
it; if the share-holde^ want to know about it, they should be given that 
information. 

2017. Mr. Devadhar: What protection would you provide for these 
share-holders?—Disclosure as far as possible. 

2018. Without damaging, the interests of the concern?—Yes, we are 
protesting against abuse of the power given to the management. 

2019. Would you suggest any remedy?—We have no remedy to suggest, 
because the whole question arose out of the Chairman’s point as to why 
they did not ask for the information as share-holders at the meeting. 

2020. Chairman: You suggest that there should be a provision that the 
annual general meeting, to pass balance sheet, accounts, etc., must be held 
not only once in a calendar year but not later than twelve months from the 
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holding of the last annual general meeting instead of 15 months as at 
present provided. Will you explain what particular advantages you have 
in view?—To avoid the delay in the passing of the accounts. We have 
reconsidered this question and we would like to say this: If a meeting ie 
■compelled by legislation to be held within three months of the close of the 
financial year, all the difficulty would be obviated. Under our present 
section, at least one meeting in every year and not later than 15 months 
from the last general meeting should be held. An extraordinary meeting 
is a genera] meeting and on that footing things ha^e gone on in the past. 
We expect all institutions to be first class in efficienisy and therefore within 
three months of the financial year it should be possible to hold this meet¬ 
ing. 


.2021. That would really depend on how long the auditors would take 
"to certify the balance sheet?—^Most of the banks have what is called con¬ 
tinuous audit and I should think it is very dangerous to have periodical 
audits, which mean certainly a sort of cursory examination of accounts 
in which auditors have no time to go into details. 

Sir Hugh Cocke: You realise that Indian banks may start branches 
•overseas? If Indian banks have branches overseas, there will be the rliffi- 
eulty of their balance sheets coming within three months' time?—We do 
not see any such difficulty. 

2028. Three months ought to be ample?—Generally balances are tele¬ 
graphed, but there should be ample time for accounts to come in. 

2024. Chairman: Y'ou were dealing with banks which have this system 
of continuous audit, but in the case of smaller banks, not at the Presidency 
•centres or provincial capitals, do these also have continuous audit?—It 
is not compulsory to have it under the present law and therefore they do 
not have it. 

2025. Sir Hugh Cocke: What would happen if the audit were to take 
place at the end of the year or half-year?—^It is iini)ossible to examine, say 
the six months’ transactions of a bank within a few days. 

2026. Chairman: The Committee will consider Ihe matter. As regards 
the law requiring that meetings by requisitions can be called by the holders 
of not less than 1/lOth of the issued share capital of the bank, you 
suggest that this proportion should be substantially reduced. What 
specific proposal would you make in this behalf?—We would put it at 
l/20th. We have stated our reason in the memorandum. India is a 
country of distances and if the share-holders are scattered all over the place, 
it is not very easy to get a requisition of 1/lOlh. There are cases where 
there are other practical difficulties. 

2027. Y'ou state that experience has shown that employees of the bank 
are sometimes used as nominees to attend banks' meetings and to vote 
under the garb of share-holders and you suggest that this should _ be 
stopped. Is this a common practice wdth banks?—I should not say it is 
a common practice, but it is followed iu some cases. It is very difficult 
to prove that this practice is followed. It is on p>rinciple that we attack 
the system that bank employees should not come to the meeting and vote 
and make noise and prevent people from speaking, because they have to 
do it in order to please the manager. We are fortified in that experience 
by even the Canadian Act which we have repeatedly, quoted. Under 
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sect’.OT 31, sub-section 7, of the Canadian Act “no general manager,, 
manager, clerk or other subordinate officer of the bank shall vote either in. 
person or by proxy, or hold a proxy for the purpose of voting.’’ It is a. 
very wholesome instruction. 

2028. Mr. Khaitan ; It may be the Canadian law, but what do you; 
think of the present feeling in the world? The best system of a joint stock: 
company is that its employees should be share-holders in that concern?— 
Yes, thai is from a different standpoint, namely that we do not want to 
discourage an employee from holding shares, the idea being that it would 
be an incentive to him to do his b( st for the bank to influence business, 
because he would share in the dividend. Our objection is to the employee 
voting. 

2029. If an employee is a share-holder, you would not prevent him fromi: 
attending a meeting of the bank?—^At least we would prevent him from 
voting. I do not deny that logically your argument has some force. It 
is a theoretical problem and logically quite sound, but looking at the 
practical side of it, there is a difl'amlty and we find that our experience has 
a sort of support in the Canadian Act. 

20f'0. You gave your full blessing to the co-operative movement and' 
this is one of the side issues of the co-operative movement?—I do not 
see where the parallel is between the two. The co-operative movement 
has a different foundation altogether. 

2031. It is a national development of the spirit of co-operation that the 
employers and workers in :i eonce.m should be share-holders in that con¬ 
cern’?—I would certainly support it so far as the co-operative .movement 
IS concerned, but it cannot be mixed up with what we have to consider im 
the case of joint stock banking, which is a purely proprietary concern' 
managed by quite a different set of individuals than the proprietors. 

2032. Mr. Devadbar: Do you mean to suggest by way of reply tO' 
Mr. Khaitan that it is something like the co-partnership system?—I said' 
it was quite distinct. 

2033. The principal idea being to make profits.—Yes. 

2034. Chairman: At present share-holders of a bank holding l/5th of; 
the shares issued can apply to the local Government for investigation by 
inspectors. Y’'ou suggest that this proportion should be reduced to 1/lOth. 
It h'i3 been suggested that to avoid abuses of such power some penalty, 
should be provided for frivolous applications. What are your views oQ' 
the subject? Have you any special penalties to suggest?—We submit that 
under the present law the safeguard which is provided for under that 
particular section is quite ample. If a number of share-holders requisition' 
an inspection, they have to deposit a certain amount of money towards 
the cost of inspection. If the inspection proves to be fruitful, the money 
is returned and paid out of the company’s assets; if not, the expenses will 
be paid out of the deposit. So we submit this is a sufficient deterrent to 
share-holders for making a frivolous application. In fact we do not know 
of a single case where a petition by share-holders holding l/5th of the- 
shares has been made. 

203,7 Would it not bo .at least permissible to hold that if such a case 
had arisen requiring action under that particular section of the Act, share¬ 
holders holding 1 /5th of the shares would have come forward and presented" 
a petition?—I am afraid we cannot take that assumption, considering thab 
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there have been many failures recently. It is true that a small number ■ 
of share-holders who are active want to take some action, but it will be ■ 
very difficult for them to get an application by l/5th, but if it is made 
1/lOth they might get an application and perhaps it would be to the- 
advantage of our concerns. 

2036. Sir Purshotanidas Thakurdae: Do you know of any case where 
an effort was made to get a petition from share-holders holding l/5th of 
the shares?—I do not know, but l/5th I am told is a very big number 
to get at. It can only be got in very prominent cases, where there has 
been much agitation. By lowering the proportion, I am really not making 
it easy for busy bodies to debase an institution which is normally well 
working. We are not starting with the presumption that every institution 
is likely to bo badly managed. 

2037. But has an effort been made and has it shown what proportion 
share-holders can get, l/3rd or l/6th or l/8th or 1/lOth?—Supposing one 
knov s in his mind that it is impossible to get such a proportion, then he 
would never attempt. With regard to the other point that 1/lOth might 
bring in an undesirably large number of applications, in case of a sound 
institution, an inspection would perhaps improve its position. 

2038. Ultimately?—Yes. 

2039. In the beginning, do you know what effect it will have?—^In the 
beginning of course, there will be a certain amount of nervousness, but we 
assume that 1/lOth will not go to the length of depositing costs and asking 
for requisition only for the sake of spite or some other personal grievance. 

2040. What I wanted to know was whether any effort was made at all?— 
Not to our knowledge. (Mr. Kapadia: Bocently I got up a requisition made 
and we succeeded in bringing the Management to a proper frame of mind 
with the result that the Management agreed to take upon the Board the 
Directors whom we wanted to be taken up and they also agreed to give ■ 
us the inspection of the books and documents of the company). 

2041. Chairman: You managed to have a requisition signed by l/5th?— 
By one-tenth. It was not a banking company, it w'as an ordinary joint 
stock cornpanv. In that case we would not have been able to secure 
l/5th. 

2042. You suggest that the Chairman of the Board of Directors of a 
bank should not be allowed to act in that capacity for more than three 
years without re-election by the company in General Meeting at the end of 
that, period. Will you please explain the reasons for altering the present 
practice? Arc the legal position and practice in India different from those 
obtaining in England and if so will you please elucidate the points of 
difference?—The main object is that a single man should not have control 
of a bank and that every three years the share-holders should be given a 
sort of option or chance of re-electing him or substituting another for the 
man who has become thoroughly unpopular for reasons of his own; 
Under the present system they may never get a chance of removing the 
Chairman because he is appointed by the Directors. 

204-3. They still have the power of selecting the Directors?—Under the 
articles the- Directors retire by rotation, not under the Act. Under the- 
Act if one is appointed, he can remain for life. It is the article which says 
that in case of bankruptcy, lunacy, criminal conviction, etc., a Director 
may retire. 
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2044. Are not the Directors elected every year?—No. Not all. 

Sir PuTshotamdas Thakurdas: Does not the Act lay down anything ?—• 
No, it is very fortunate that we have the articles which enable Directors tt > 
retire by rotation. 

2045. Therefore is it a ease of once a Director always a Director?—Yes. 

If you had no provision in the articles, j‘ou could not remove a Director 
under any circumstances. Even by the rotation arrangement, the position 
is not quite satisfactory. 

2040. It is by mere conv'ention that you have got this clause in the 
■articles—Yes. 

2047. Chairman: You propose a restriction in the case of the Chairman, 
but none in the case of the Directors?—We have on page 15 of our 
«nemorandum, clause (8), said “the removal of a Director by share-holders 
should be made as easy as possible.” 

'2048. In clause (9) y'ou say “all directors of a bank should retire at 
the statutory meeting, offering themselves to be re-elected if they so 
•desire.” That is really your rcstviction in the case of the Director?—Yes. 

2049. Mr. Khaitan: At all subsequent ordinary meetings 3/4ths of the 
Directors should compulsorily retire?—W'e say that “ we are of opinion that 
on certain specific points the rights and obligations of bank directors so 
far as banking companies are concerned must be strictly defined by law 
and not left to the discretion of the draftsmen of the articles who are 
generally creatures of the Board of a company or its promoters”. Having 
•enunciated the general principle, we shall lay before the Committee certaip 
aspects in relation to the conduct .and proceedings of the Board of Directors 
and then make suggestions. In connection with this, I would like to 
draw attention to para. 43 of the Note appended to the Madras Committee’s 
report by Mr. Thomas. In that paragraph Mr. Thomas has pointed out 
•that it is necessary that statutory provisions should be inserted in regard 
to thq cionduct and proceedings of a Board. 

2050. Chairman: Are you aware of any other country, England or, say, 
America or Japan where restrictions like the om; you propose to introduce 
in India are in force ?—Yes, I would refer you to sub-section 4 of section 30 
of the Canadian Act. That sub-section says "If the object of the special 
general meeting is to consider the removal, for mal-administration or other 
specified and apparently just cause, of the president or a vice-president, 
or of a director of the bank, and if a majority of the votes of the share¬ 
holders at the meeting is given for such removal, a director to replace him 
-shall be elected or appointed in the manner provided by the by-laws of {lie 
bank, or, if there are no by-laws providing therefor, by the share-holders at 
•tne meeting.’' 

2051. 'That is not on the lines you propose. There the point is that if 
the share-holders find that the conduct of the president has not been satis¬ 
factory, they have a meeting to remove him, but here you want a change 
to be made automatically every three years?—The sole object of re-election 
by rotatioii is to bring the Chairman within the control of the share-holders. 
The principle of the passage I read out to you from the Canadian Act is 
to bring in the election of the Chairman under the control of the share- 
'holders and we have also a similar object, viz., if we find that the Chairman 
is not a fit person, who should have power to chuck him off at least at the 
•end of three years. 
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2052. But the suggestiou which you propose is perhaps more rigid than 
the one which finds a place in the law of Canada?—If I may say so, it 
is less rigid, because in Canada the president can at any moment be chuck¬ 
ed off and there is nothing like the 3/4ths majority. By a bare 
tnajority the share-holders present can chuck off their president, vice- 
president or director at any time of the year, whereas all we want here 
is that at the time of his retirement after three years, he may be chucked 
off. It is therefore less rigid. 

2053. Mr. Khaitan ■. Tn India those things are not governed by 3/4th 
majority?—(Mr. Kapadia) Under section 78 of the Indian Companies’ Act 
share-holders can give a requisition for holding a meeting. On such re- 
■quisition the Directors will have to convene an extraordinary meeting and 
the resolution that will be passed at the extraordinary meeting will require 
the 3/4th majority because aiticles generally provide for an extraordinary 
resolution for removing a Director and sometimes a special resolution. 
Section 13, sub-section (4) of the Canadian Act lays down “that if a 
•chairman or vice-chairman for mal-administration or specific or apparently 
just cause’’. These are the words used. The remedy we have suggested 
is that there should be an election held every three years. That will give 
an opportunity to the share-holders to elect and re-elect the chairman, if 
they choose. That will be a sort of check on the chairman. But it is 
quite absurd that a person who has lost confid(ince of the share-holders 
should sit there as a chairman. 

2054. Sir Purshotamdas Thalmrdas\ Is there no retirement by rota¬ 
tion?—Yes, they do retire, but the point is the retirement comes after 
a long interval and during that period if the majority of the share-holders 
lost confidence in him, they cannot do anything in the matter. The 
'Articles do not provide for his removal, and nobody can do so. 

2055. Mr. KhaiLan-. I am doubtful about what you siiy. A certain 
meeting is held which is an extraordinary meeting. It is true. But I do 
not understand how a resolution passed at this meeting is an extraordinary 
resolution?—(Mr. Kapadia) I will explain to you. A resolution passed 
at the extraordinary meeting with a 3/4th majority is an extraordinary re¬ 
solution. That is to say, you put in a requisition to convene an extra¬ 
ordinary meeting. That meeting is convened and the resolution is passed. 
The 3/4ths majority is required because of the articles. I admit 
that it does not mean that every resolution passed at the extraordinary’ 
meeting is an extraordinary resolution. An ordinary resolution can also be 
passed. 

2056. Mr. Devadhar: Do you mean to say that the 3/4th majority jg 
required for the change of office-bearers?—(Prof. Davar) Yes. Generally 
under the articles in the case of Directorates. There are certain cases that 
may fall under the Companies’ Act and there are certain cases that may 
«ome under the Articles of Association. 

2057. In connection with the share-holders, if there is the 3/4th majority, 
can they change the policy?—What is wanted is this. Suppose we want 
to alter the Articles we have got to do it by a sj'ecial resolution and if we 
want to change the object then we have to have it done by a special reso- 
lutim which requires the sanction of the Court. 

2058. My question is whether you think the 3/4th majority is necessary 
or not?—Personally, I think there should be a simple majority. I say this 
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becaus-J the Articles are originally drafted by the Directors and the shares 
holders do not get a chance to alter them. Therefore, I say if the share¬ 
holders fee] that particular sections in the Articles are oppressive, they 
should certainly get a chance to change them. 

2059. Mr. Khaitan: When you suggest that a bare majority should be 
allowed to change the Articles of Association, do you realise the danger 
that it involves ?—I do not see what dangerous things the share-holders cao 
do there. 

2060. These are the Articles of Association laying down different rights 
to different classes oi share-holders?—If you think that the rights of pre¬ 
ferential share-holders will be altered, you should lay down that these rights- 
should not be altered. There is a sepai'ate agreement always made uy 
which these preferential rights are given. 

2061. Your argument becomes fallacious here. The rights of preferential 
share-holders are given in the Articles and if a right is given to the share¬ 
holders to alter the Articles of Association by a bare majority, that part 
of the Articles which gives rights to the preferential sbarc-holdors may either 
be deleted or altered. What do yon think?—Those rights can be protected 
as is being often done by inserting restrictions in ihe memorandum. 

2062. How? If yo>i advocate that the Articles of Association can be 
altered by a bare rnajonty, would you add a safeguard that tlie Court must 
approve of the alterations?—Yes. I ■would suggest this. In view of this 
discussion I would point out the machinery provided by the Canadian Act. 
It has laid down in section 18 certain important regulations which govern the 
internal management of a bank. Then in connection with certain specific 
items such as powers of directors, duty of directors, their power to borrow, 
voting and other things, they have laid down regulations. They have taken 
out the power from the hands of the promoters. At the first meeting of 
the share-holders all IHe points and suggestions will have to be placed 
before that meeting who, with simple majority, shall decide these points. 
That ■would be a very good precedent to quote and to be borne in mind. 

206.1. Giving that particular power to one particular meeting is quite 
different from giving a general power to alter the .\rticle?—The powers of 
share-holders under the Canadian Act are not confined to one meeting only. 
They are competent to hold meetings and alter the bye-laws from time to 
time. 

2064. Chairman: In, any way, you have not made a specific proposal 
in your memorandum that the power should be given to share-holders to 
alter the Articles of Association at a later meeting By a bare majority?— 
No, that has coine out of the present discussion. 

2065. It is not a deliberate proposal?—\Ve had an opportunity of dis¬ 
cussing that question, and therefore that proposal has arisen. If we were 
to include all these things in o\ir memorandum, it would bave, gone very 
bulky. 

2066. Is it your proposal that this should be also taken into consjdera- 
tion, even though it has not formed part of your memorandum?—^No. I 
would not press for it if you think that it should have been set out in the 
memorandum. 

2067. Yoii also suggest tliat persons appointed as directors should not 
be connected as directors with more than a specified number of com¬ 
panies. What number would you suggest?—Ten or fifteen at the most.. 
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1 say a director -wlio wants to do work on more companies, will not be able 
to do so. 

2068. So, your proposal is that one director should be allowed to be a 
director on ten or fifteen companies?—-The reason is that however clever 
a gentleman may be and however experienced he may be, still he wfill 
not be able to do efficient w'ork for more than a certain number of con¬ 
cerns. What we want is that a gentleman who is a director of a com¬ 
pany should be able to give his attention to the work. 

2069. Does this suggestion find a place in the Canadian Act?—No. 

2070. That practically enables me to bring out my point. A particnilar 
gentleman may be able to tnanage the directoiship of fifteen companies, 
another may not be able to do it. Once you impose a restriction of limita¬ 
tion, you must mention some specific nutober?—I say ten. 

2071. There are men and men. Some may be able to manage ten and 
others may not. Therefore, it is a matter which cannot be efiiciectly 
dealt w'ith by legislation?—You can lay down the standard of an average 
gentleman. There should be made a distinction between a first-class man 
and second-class man. 

2072. So, you want legislation for first-class and second-class men?— 
Some standard must be laid down. If we do not put down a limit, one . 
person may be a director on 100 companies or mills. I want this limit 
because all the directors are not professional directors. It is their part 
time work. 

2073. I follow your point of view. I am simply pl'acing the practical 
aspect of the ease. It seems to me that things of this sort can only be 
settled properly and rightly by the good sense and the character of the 
gentlemen who undertake these duties of directors. If on the other hand 
you look at the question fro'm the wider point of view, I think no amount 
of legislation can help the matter?—Our experience is that a gentleman 
who is not able to work as such on a certain number of companies, still 
accepts the directorship. I therefore say that there should be some limit. 
It is bettor to have some safeguard rather than have no safeguard at all. 
This would be a safeguard up to certain extent. 

2074. How to lay down a standard of first-class and second-class men?— 
jVIaxiimurn can be always nriived at. 

2075. Suppose we put it down as 20. It that is the standard of a first- 
class man, what about others. You have already said that all director.? 
are not first-class men?—What I say^ is that .i first class man should be 
allowed to take a larger number of directorships. By fixing a certain 
limit, no harm will be done. If you look to the directorate of the registered 
(>(;)^panies in Bombav, you will find that there are directors who are 
on 30 nr 40 ectoipanies. In such cases how is it possible for a director 
holding 30 or 40 directorships to have full knowledge of the work of those 
concerns. It is better to have some limit than to give them a free hand. 

2076. Wy point is that black sheep are bound to be everywhere, but at 
least I hold that a gentleman who takes the responsibility of being a director 
of a company or a bank will not take more work than ho can do?—We 
take it that all the directors are honourable men. But I say some of them 
mav be first-class men. but perhaps they mav not have the capacity of 
working owing to bad health and still they would accept the directorship. 
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2077. Therefore, they are the black sheep. However, we have dis¬ 
cussed this point fully and I do not wish to pursue it any more. 

2078. Mr. Khaitan: As you are asking for a general legislation for- 
fixing the limit for the directorship, I would like to ask you this. Tate tiie 
case of Andrew Yule & Company in Calcutta. They have got 50 or 60- 
concerns under them. Would you object to Mr. Thomas Cato of that 
Company being the director of all these concerns?—Certainly. One man 
should not be on 50 or 60 companies. 

2079. Chairman : Is it not desirable that *^^he head of the firm should 
be in the know of the company business?—He is not expected to look after 
all the departments. 

2080. Is it not necessary for hilm to be in the directorate for the proper 
control of all those concerns?—I say he cannot v.-ork there efficiently. 

2081. Mr. Khaitan: 1 will put to you another case. Y'ou know th.at in 
many companies solicitors are appointed as directors. If there is a com¬ 
petent solicitor and he has got 100 clients, in that case, would you object 
to his accepting the directorship on the companies of his 100 clients?—My, 
opinion is that solicitors should not accept directorship. He is a lawyer. 
We have mentioned in our statement that the directors should not hold 
places with the object of making profits. Under this suggestion the 
solicitor should not bo appointed a director, because he is making profite 
by getting his fees. 

2082. Chairman: Y'ou also suggest that a director of a bank shouid not 
be allowed to net as a director of another bank. Would you apply this 
restriction to all classes of banks? Would you have any objection to .<* 
director of a joint stock bank being the director of a co-operative bank?— 
No. 

2083. You have suggested that the removed of a director by .share¬ 
holders should be made as easy as possible and that no director of a bank 
should be permitted to resign before the statutory meeting at which he 
should he present to give such explanation as may be required of him. 
Uo you not think that such provisions would render it difficult to get 
qualified persons to accept the office of directors?—We do not think so. 
Because if a director is really a good director, he has nothing to fear of the 
share-holders. 

2084. Chairman: You state that the mode of valuation of securities 
laid down by the statutory form is too elastic with the result that invest¬ 
ments are shown in some cases at a valuation which may neither he the 
cost nor the market value, and ymii refer to instances in which appreciation 
in the market prices of investment was taken to profits before tliey had 
been actually realised. Is it your contention that until the securities are 
sold they should be hold at cost price? lie you want to apply this rule to 
investments that have depreciated in value?—The cardinal rule which we 
recommend and which I understand is the best-known rule in accountancy 
is to value investments at cost or market price whichever is lower, and 
that is a first-class accountancy rule. 

2085. As regards the winding up proceedings you refer to a- case in 
which conditions were laid down depriving liquidators of power ordinarily 
vested in them and suggest that such restrictions on the rights and liberties 
of liquidators should be made null and void in law. Will you kindly 
explain this point more fully indicating what the present legal position 
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is?—We had in mind the recent case Shamsadani vs^ Tatas. Unfortu* 
nately I am not quite prepared with all the facts and figures- to give a*- 
oS-hand reply to the question at present. It is an obiter dicta o-f the Privy 
Council that curtailing the liquidator’s powers by this resolution would- 
be undesirable. If you so desire, I shall subtnit another memorandum in 
reply to your present question giving all facts and other relevant matters. 

2086. As regards Banking Education you suggest that some method 
should be devised by which foreign exchange banks should be required to 
give facilities to Indian scholars such as those given by indigenous joint 
stock banks and by the Imperial Bank. Will you please specify the facili¬ 
ties given by these banks'? Can you give any precedent for such a sugges¬ 
tion? Considering that the exchange banks are private institutions, would 
you compel them to give training to youths whose seiwices they may not 
require?—Dealing first wit.h the Indian joint stc-ek banks, both the Bank 
of India and the Central Bank of India are freely admitting apprentices 
studying for the Diploma of the Inslitute of Bankers London examination 
as well as for examination in India, because no one can sit for these exami¬ 
nations until he has finished a course of practical training along_ with his- 
theoretical studies. So that what hajipens is that side by side with their 
course of training in banks they altend lectures during the mornings and 
evenings. So far as I know, the Bank of India generally pays for these 
apprentices and the latter get further encouragement in the shape of 
bonuses every year as they pass out their examinations, which practically 
helps them to meet their own expenses of study. In the case of tho 
Central Bank they also take apprentices and as a matter of fact they were 
running their own training classes. As soon .i? these men have been 
sufficiently trained, they arc- mostly employed in their own institutions. 

2087. So then is it your point that the Central Bank and the Bank of 

India do fake in even unpaid apprentices irrespective of the fact whether 

they will be able to provide for them jobs in their institutions, but they do 
it primarily with the point of view of providing them with facilities to get 
their diploma?—Yes. Coming now to the Imperial Bank of India, they 
have got a very well-chalked out scheime of taking of probationers. 

2088. But then the point is this that they take in only those whom 

they ultimately absorb in the bank. They do not take in outsiders?—^Ihafr 
is true. The Bank of India also does the same. 

2089. Therefore then in the ease of the Imperial Bank and also tho 

Bank of India the intake of these men is restricted to the number of men 
they can absorb in their service?—Yes. But in the case of the Central 
Bank they do not make that restriction. That is my experience. 

2090. What do you v ant the Exchange Banks to do? Do you want 
them to follow the policy adopted by the Impt-rifd Bank and the Bank 
of India, i.e., to take a certain number of probationers for training whom 
they could ultimately absorb in their institutions, or do ‘you want them 
merely to give facilities to young men for trainin-g so that they can secure 
the diploma from the Institute of Bankers ?—We arc more interested in 
training in the Exchange business. There are no Indian bunks at present, 
except the Central Bank to a small extent, w'lich do foreign exchange 
business. It would be better if our young men could be trained in these 
institutions so that they can learn the foreign exchange business, ^e 
would of coiu’se like the Exchange Banks to throw open their doors to 
Indians being trained and employed in their service. .4.t any rate whak 
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we desire is that the Exchange banks should affard facilities for the train¬ 
ing of Indians in foreign exchange business so that we may have our own 
staff for starting foreign exchange business. 

2091. Then what will happen to these youths who are trained iu 
exchange business until Indian banks are formed and begin to do exchange 
business?—They will get the diploma of the Institute of Bankers which 
is an all-round diploma and so thev can take service in any bank. 

2092. You know the Governiaeut of India started a School of Mines 
at Dhanbad and spent a considerable sum of money in training young 
men. Then when the students passed out and got the diploma the trouble 
arose as to how they could be suitably eknployed. The result was that 
admissions fell off rapidly. The point that 1 therefore want to know 
IS how to find suitable employment for these young men whom you w^ant 
to be trained in the Exchange Banks?—If you think of unemployment 
and over-crowding I might say there will be none. I say this out of Sny 
30 years of teaching experience. 1 find that tlu' Imperial Bank of India 
over and above the probationers that they take, also recruit a large number 
of clerks from those who liave taken the diploma of the Institute of 
Bankers. 

2093. But w'ill these young men who have had specialised training be 
satisfied by clerical jobs? I put this question to you because a theoretical 
expert told us that a well-trained Indian youth with practical and theoreti¬ 
cal knovvledge of hanking gained in England and who had special qualifica¬ 
tions failed to secure a proper job in a hank in this country.—I have no 
knowledge of such a state of affairs. 

2094. Anyhow, we will leave the matter at that. It is a matter of 
opinion. 

2095. Dr. Hyder : I find from your memorandum that you lay stress 
on two fundamental principles. There should be confidence and there 
should be publicity. Apart from other considerations, I wish to ask you 
whether you can transfer confidence by legislation?—Our point is that 
where confidence is non-existant we could considerably improve upon ii 
and create confidence, e.g., take the case of the inspection of hank accounts 
by Government which we have suggested (as is done in Canada) by the 
Inspector General of Accounts and his assistants, it would create confidence 
because there will not be so rnanv hank failures in the future. 

2096. In regard to your suggestion of liaving an Industrial Bank I note 
that you would prefer to name the concern an Industrial Corpora'aon. 
Would you like the Government guarantee to be limited to a period of 
years or you want the guarantee to be indefinite?—I would not dogmatise 
on that, but I think guarantee would be necessary for a limited number 
of vears in the early stage of the working of the company. 

2097. Would you put it ak 5, 10 or 20 years?—I may put it at 20 years. 

2098. I put you this question because T wanted to have your opinion 
in this matter, as we have always been told that Government guarantee 
should be for an indefinite period. 

2099. Sir Purshotawdas Thnhiirda.t: Do you mean to imply that even 
if the Bank cannot go on without Government guarantee at the end of th.at 
period, you would not mind?—But if the Government guamntee is still 
found necessary, then it should be continued. 
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2100. To that extent, therefore, you wish to modify your answer to 
Or. Hyder?—That is why I said that I would not dogmatise on this point. 

2101. Then you say that the Government guarantee should be extended 
only if the bank worked successfully?—Yes. But what is the guarantee 
"that you contemplate? 

2102. Chairman: But what guarantee is it that you are thinking of?— 
Guarantee of interest on the debentures. On re-consideration wo do not 
think any limit should be placed on the guarantee as we find practical 
difficulties in 'the matter. 

2103. Then is it your point that even if a bank is not working success¬ 
fully, the taxpayer should be indefinitely committed to a guarantee?—^To 
some extent the taxpayer should be prepared for a sacrifice if necessary 
•in the advancement of the general interests of the country in the growth 
of its industries. Moreover there is a practical difficulty. Supposing for 
example an Industrial Bank finances several industries like the iron and 
steel industry, the cotton industry and so on, it will depend on the number 
of years the business takes to become a paying concern. So then, you 
cannot restrict the number of years that the Government guarantee should 
last. After all, we believe that it will only be a remote contingency for a 
properly managed industrial bank to tail if worked on sound lines. As an 
extreme ease, if the bank is not working well, a provision might be made 
for Government winding up the business of the bank after a reasonable 
trial. 

2104. Apparently your idea is baaed on the arrangement in force in 
Japan where the principle of indefinite guarantee is in force?—It will have 
■to be indefinite of course with certain reservations. 

2105. Therefore, it seems to Ime that you gentlemen have not really 
bestowed much thought on this suggestion and therefore I would not pursue 
It further?—We hold our definite opinion that the guarantee should be 
indefinite with certain reseiwations. 

2106. Chairman : You say that the Industrial Bank should finance the 
Iron and Steel Industry which may take 50 years to earn profits. There¬ 
fore is it your intention that until the industry' earns profits the Industrial 
Bank should go on advancing money without charging proper interest?— 
No, that is not the intention. 

2107. Mr. Lamond: In paragraph 3-of your memorandum you say,— 
“We are of opinion that banks should advance moneys freely on the 
security of liquid assets so long as these assets are in themselves enough 
to constitute sufficient security in all respects without insisting upon the 
signature of the managing agents as collateral security.’’ What change do 
you propose ?—Pledging of assets. . 

2108. In paragraph 4, you say,—“Though the goods are virtually hype- 
■t.hecated, the transaction remains a secret.” Do you mean hypothecated 
or pledged?—Pledged on the warrant. 

2109. Sir Hugh Cocke : In paragraph 39 of your memorandum yvu 
say,—“The affairs of certain banks have brought to light the fact that the 
auditors have often passed over important matters which they should iiave 
brought to the notice of share-holders.” And then you give 5 instances. 
May I ask how those points came to your notice as an Association? ux: 
they from defunct banks or are they from existing banks?—These have 
mostly been taken from companies that have gone into liquidation. 

VoL. Ill 
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2110. In the same paragraph you state that auditors “should stat» 
whether the securities held against loans fully cover in each case the value 
of the loans and whether any of the assets of the bank have been written 
up for any purpose whatever". I suggest that the balance sheet 
already prescribed gives that infonmation, because it requires loans fully 
secured to be separated from those yhich are not secured. Therefore I 
put it to you that Form F, as it stands at present, is quite satisfactory. 
Therefore what more do you want?—That is all very' well. What we want 
is more specific information in the balance sheet and the auditors’ certificate 
in connection with various assets. 

2111. In paragraph 41 of your memorandum, you refer to a certain 
decision of the Bdmbay High Court regarding doubtful debts, according to 
which doubtful debts s'hoidd bo shown even though they are fully provided 
for. You refer to that decision and you desire that doubtful debts should 
continue to be shown separately. Do you know of any other country where 
this is done?—So far as India is concerned, we think it wili make matters 
clear if a specific entry is made in the Form to that effect. For this 
reason the Form prescribed by legislation in 1913 in which the item “pro¬ 
vision for bad and doubtful debts’’ was deliberately inserted was in our 
opinion excellent. Our idea is that the Form should give as much infor¬ 
mation to the share-holders as possible. 

2112. I suggest that if you are for going buck to your old Forttn, the 
bank may write off all its doubtful debts?—But Biere may be circumstances 
under which they would not like to do that. Wliat we want is that the bad 
and doubtful debts and the provision made for the same must be diacloaed 
in the balance-sheet. 

2113. But you do not know of any' other country whore these things are 
provided for?—No, we do not know of any such country. (Mr. Kapadia) 

I would like to draw Sir Hugh Cocke’s attention to leigislation in other 
countries; section 54 of (he Canadian Act which empowers the share-holders 
to be furnished with any statement they desire in connection with the Com¬ 
pany. Such a safeguard is not provided for in Indian legislation. 

2114. On the question of Government inspection do you want Govern¬ 
ment audit in addition to statutory audit?—{Mr. Davar) Yes. 

2115. Do you think it should bo taken up at any tihae?—Yes, at any 
time: even under the present law, an auditor can go to i.ho company and 
examine its accounts. 

2116. You have not drawn up any form as an alternative to i;'orm F 
for the benefit of the Committee?—Wo will furnish one in a week’s time 
if you want it. 

Yies. it will certainly be useful. 

2117. Mr. Devadhar: In how many cases of abuse wits your Associa¬ 
tion able to get those abuses remedied?—^We have furnished to the com¬ 
mittee various memoranda dealing with 7 or 8 banks in liquidation which 
will serve as a basis for the statements we have made. 

2118. What is the attitude of the capitalist concerns towards the work 
of vour Association?—There are no open hostilities. 

2119. Do they think you are carrying on useful educative work?— We 
do not expect theta to carry' on the Work we have been doing. We are 
constantly criticism? them, we take various steps open to us in law to 
Correct some of their irregularities. In some cases they welcome our 
criticism, in some oases they do not. 
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2120. What means do you resort to for carrying on propaganda to 
«pread better knowledge of the duties of share-holders?—^We are trying to 
do that by means of our own Association. During the period we have 
been in existence we have constantly carried on correspondence with 
various colmpanies. This correspondence was published in the papers and 
then ultimately in our annual report the whole thing is sent to each mem¬ 
ber of the Association. We complain against various irregularities on the 
part of companies and invite share-holders to help us in ventilating their 
grievances. We have meetings of share-holders privately in our ofiBce and 
decide upon concerted action. We have often succeeded in getting certain 
irrtegularities removed. 

2121. I want to ascertain whether this kind of propaganda carried on 
among share-holders is considered helpful by the various companies or 
whether they consider it as a sort of hindrance?—It is difficult for us to 

2122. In paragraph 19, do you favour nomination?—We want election 
by the vote of depositors. 

2123. Would you prescribe legislation to make it compulsory?—Yes. 
At present the share-holders only elect their representatives; we want the 
depositors also to have representation. 

.2124. You have suggested in answer to Chairman’s questions that no 
loans .should bo vgiven to Directors or auditors. Is this practice very 
common?—Very common. If you go through the memoranda of liqui¬ 
dated banks which we have supplied to the Committee this evil will be 
apparent. 

2125. Ilegarding restrictions on long term credits, I believe you refer 
to loans which are made for non-agricultural purposes?—We have joint 
stock banks in view and we have excluded all agricultural banks. 

2126. You talked about limitations to the powers of Directors. Do 
you think there is much canvassing to get Directors placed nr. the Board?— 
Directors are self-appointed more or less, or they are appointed by rheir 
friends and promoters. 

2127. Mr. Devadhar: The general trend of your criticism on the present 
position supplies a very bad picture. Would you like to suggest there¬ 
fore that a great deal of restriction should be placed upon those who 
handle bankino- institutions or would you wait till the spread of education 
up to a certain degree ?—We say that these are not restrictions but only 
reasonable safeguards. 

2128. Have you any instance or instances of rich indigenous bankers who 
have thought it fit to employ any of the educated or qualified students in 
banking?—In fact there is hardly any man who possesses a banking 
diploma who is out of employment. I refer to those who have taken 
the diploma course of the Institute of Bankers. I know a number of them 
who have passed and there is not one that I know of who holds the 
diploma and is without a job, because there is a great demand for them 
and a shortage of supply. 

2129. So you think that in addition to the various institutions you 
mention there is opening available for vpunp men who come out of the 
institutions of bankers, e.ff., the large field of the indigenous bankers who 

Q 2 
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handle crores of rupees who can employ these men?—Quite so, and parti¬ 
cularly the indigenous bankers who carry on their business in their own 
vernacular. That is to say, a Marathi boy can he taken up b}- a Marathi 
concern, a Gujrati boy by a Gujrati concern and so on. 

2130. Have you any instances of these?—I mean to say that there is 
so much field for the men who hold the diploma in the joint stock banking 
that there is no chance for an indigenous banker to get him unless h© 
offers him very good terms, 

2131. I want to know whether the indigenous banker who has large 
resources which he employs in the banking business has recognized the 
need for modern education on the part of those whom he employs—I wish 
that could be done. 

2132. So there is a great field and you can carry on propaganda?— 
am in favour of carrying on very strenuous propaganda and I am sure 
that would be to the ultimate advantage of the concern. There may be 
some hardship in the begi nnin g, 

2133. Have you any good students who have passed out who have 
been taken on in any institution?—You may take the case of Mr. Poch- 
khanawala himself of the Central Bank. I know him from many years. 
He was on a very small pay as a clerk in the Chartered Bank. After be 
qualified for the diploma they gave him certain rise in that bank, but 
there was a limitation because it was a foreign bank. Fortunately for him 
the Bank of India was started and he was taken there as an accountant. 
From there he came out and started the Central Bank on a small scale 
and gradually the institution has risen to what it is now. Here is the 
example almost of the first student who qualified by taking a diploma in 
this country. 

2134. Did he spend a fairly large proportion of his own money?—He 
was a poor man, a small clerk. He made his own career, I'.a., he is a 
self-made man. 

2135. While approving the exposure of certain important facts when 
it is intended to secure provision by way of protection from frivolous 
attacks, what remedy would you suggest for preventing such attacks?— 
The only remedy that is feasible is that defamation against a bank should 
be made a criminal offence with greater penalty than now. But to ask 
for protection such as the Advocate-General’s certificate is not desirable 
for two reasons: The Advocate-General is generally retained by all the 
banks as their Counsel, so his certificate is not always procurable. 1 
know that in Bombay all important banks have got the Advocate General 
as their retainer. So being the retainer of a particular bank, if he is 
to be asked his opinion whether there is sufficient evidence against that 
bank, I think the Advocate General would refuse to give his opinion. 

2136. Mr. Khaitan: If a law were to be passed that the certificate of 
the Advocate General has to be obtained as suggested the Advocate Gen¬ 
eral cannot expect to be a general retainer of all banks,—Even then, what 
is the value of his certificate?—If a person goes before the Advocate 
General and makes an affidavit of statement making certain allegations 
against Institution A, he is not there to shift the evidence or cross-examine 
and he is not there to hear the defence evidence. On the prima facie 
case before him, he will base his certificate and your prima fac’e caase means 
nothing. Out of 100 prima facie cases, 95 may prove abortive but what 
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will be the effect of the position on the bank? As soon as it is known 
that the Advocate General has given a certificate for prosecution against 
Institution A, there will be a run on it and the bank will be ruined. Ulti¬ 
mately it may turn out that the bank was innocent and some spiteful 
person had made qut a case against it. 

2137. Sir Purshotamdas Thakurdas: The remedy may be worse than 
the disease?—Yes. 

2138. Mr, Devadhar: So what is the relief you would give to an 
aggrieved share-holder?—We do not want to destroy banks, we want to 
preserve them. We think that the present law is strong enough. If 
you want to make it a little stronger, you can enact that in case of bank 
defamations instead of. the simple imprisonment at present provided for, 
rigorous imprisonment may be inflicted against those foimd guilty. 

2139. You refer to some cases where prosecutions have taken place in 
the past. Can you tell us what important facts were brought to light by 
those prosecutions?—There are eases where a prosecution has been justi¬ 
fied sometimes and even if it proved abortive, certain facts were brought 
to light which had to be remedied. 

2140. Can you give us some idea of the importance of the facts brought 
to lights 

Ohairman: There should not be any difficulty in answering Mr. 
Devadhar’s question. These, I understand, are cases which came before 
the law courts; that being so, they are public property and there need 
be no hesitation on your part in montioning them for Mr. Devadhar’s in¬ 
formation?—Some of these cases have proved that the complaints made 
were not frivolous. 

2141. Mr. Devadhar: How many cases have there been within your 
knowledge of such frivolous attacks and if the number be very small, would 
you still advocate legislation?—The number is very small and we are 
against any legislation. If one stray person out of millions has done it, 
there is no reason why there should be legislation. 

2142. In respect of bad and doubtful debts, you say “it is clear that 
the Government notification has done incalculable mischief”.—Because 
it has taken away one step in further advance in connection with dis¬ 
closures to shareholders. A committee was appointed by the Liberal party 
in England on which the best brains of England sat and made certain in¬ 
dustrial enquiries. Their report is entitled “Britain's Industrial Future” 
and in it they have emphasized that to prevent against .all the evils of the 
Joint Stock system in general one great thing is necessary, and that is 
disclosure of as much details as possible to the shareholders. If that is 
so, we say it has taken away one very important item of disclosure, via., 
bad debts of a bank standing on its books which have not been written 
off, the amount of such debts and whether provision has been made or not 
against it. That disclosure, we submit, an average depositor as well as 
an average share-holder of a bank is entitled to have. 

2143. Can you define roughly its scope? In how many institutions has 
such a thing happened on account of the Government notification?—It 
is not compulsory for any bank to show it. 

2144. Still there is the auditor’s certificate?—The auditors’ pertifieate 
is no protection. In fact all the banks that have gone into Jiquidasion 
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had_ their balance sheets full of bristling figfurss and in some cases the 
auditors were chartered accountants. 

2145. Seth Haji Abdoola Haroon: I see that you want to place certain 
restrictions on non-Indian banks which you have explained in Part III of 
your memorandum. I want to know whether your suggestions only 
mean thnt the investor should be properly safeguarded as in the case of 
indigenous banks?—We have suggested one safeguard, because un¬ 
fortunately in the case of foreign banks they have their head offices out¬ 
side the country. Some of them may have small branches here and their 
audits are conducted naturally at home. All we suggest is a deposit of 
10 per cent, of their capital or a deposit in proportion to the business they 
do with Government, and various other statutory restrictions. The ob¬ 
ject is to make the foreign banks give information which the indigenous 
banks are expected to give. jVon-Tndian banks should be required to file 
♦heir balance sheets and profit .and loss account in such form and contain' 
ing such particulars and including such documents as may bn required by the 
law governing Indian banks. 

2146. You have to bring it side by side with the Indian bank?—As far 
as circumstances will permit. 

2147. You are not against anybody depositing with foreign exchange 
banks?—I am afraid that cannot be done. 

2148. The other day a witness suggested a half per cent, tax on Indian 
deposits with foreign banks. What is your opinion?—I do not think it 
is possible. Perhaps he has in mind the idea that foreign banks may be 
discouraged and indigenous banks encouraged. 

2149. His idea was that Indians instead of depositing money in indigen¬ 
ous or Indian banks were depositing with foreign exchange banks even at 
a lower rate of interest; therefore he suggested a half per cent, tax?— 
That is a point no doubt which has been repeatedly made and I think 
there is considerable force in it, viz., that the Exchange banks owing to 
their long standing and owing to their wide scope of business and owing 
to their capacity for getting money cheap outside the country and lend¬ 
ing it here for various reasons are able to do business more favourably in 
competition with our banks which are new. It will no doubt be ad¬ 
vantageous if the Committee could think of a scheme by which as much 
protection may bo given to the local banks as may be necessary in their 
infant stage. If that is the idea of the witness you refer to, it would 
have our natural sympathy, but the difficulty is that we have not consi¬ 
dered this question in gfeat detail. 

2150. But at present I find that many Indians are willing to put their 
deposits in Exchange banks even at 4-J per cent, instead of 5^ per cent, and 
6 per cent, offered by Indian banks?—That may be duo perhaps to the stabi¬ 
lity and standing of the Exchange banks. A second reason may be that 
they may have less' confidence in Indian banka, these latter being new 
and inexperienced, and they may have to be induced to deposit with them 
by a larger offer of interest. Before the introduction of mint stock 
banking, even in England, there were private bankers and these private 
bankers were there for generations and they had actually the monopoly 
of the business within their sphere of influenoe. When new joint stock 
companies came into existence, they had the same difficulty to cope with, 
because no member of the staff of private banks would serve under them. 
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New institutions with limited liabilities, inexperienced and new directorate, 
have diflSculties to contend with. 

2151. Do you think that on account of the recent failure of some banks 
in Bombay, Karachi, Burma, etc., investors are nervous?—They are; they 
think their money is not as safe as they would like it to be. 

2152. Then you do not want to put any sort of restrictions on these 
foreign Exchange banks, e.g., that they should not get more deposit money 
from Indians, or a half per cent, tax as one witness suggested?—We 
have not any definite scheme on that point, but we should like the Com¬ 
mittee to consider the question. It is not a question to be ignored. 

2153. Referring to industrial banks, credit facilities and so on, I think 
what you have in mind is industries such as the textile industry, the Tata 
Iron and Steel industry ?—An industrial bank is expected to finance or 
help almost all industries, particularly such new industries for which in the 
•opinion of the experts employed by them there is a great possibility m 
the country. 

2154. But what is your opinion .as to the industries which require help 
from industrial banks? Can yO'U give some examples?—Supposing a 
person comes out with an idea about the glass industry, he may want to 
put in a plant and import some experts and work with Indian workmen. 
A commercial bank would naturally hesitate to give him an advance, be¬ 
cause their money would be locked up for an indefinite period and if the 
industry is unsuccessful, they may lose all their money and their block 
capital. Therefore you should have an industrial bank to help them, 

under-writing their shares and gradually selling them out, keeping a 
certain supervision. 

2155. Can you suggest how to obtain capital for these industrial banks? 
I do not think depositors will put any amount in the industrial banks on 
long-term deposits? Generally the deposit system in India is six- 
monthly?—It is generally one year; when deposits .are made for three 
or six months, you get a much lower rate of interest. 

2156. If an industrial bank went in for one-year deposits?—It may 
take long deposits, say five-year deposits. 

2157. But do you think people will come forward to deposit for such 
a long period?—They will, if the bank’s stability is guaranteed by the 
State and there is a guarantee of fixed dividend from Government. The 
industries which are financed will be industries for which there will be 
a future. If out of ten cases one failed and nine were successful, the 
hanks will bo well off. 

2158. You know that at present in India industries require money, but 
there is a still larger necessity for zemindars and agricultural people who 
v/ant to develop their lands and wish to have long-term loans?—They can 
have agricultural banks of their own which is beyond the sphere of point 
stock commercial banks with which we arc dealing. They can have 
special agricultural banks under the Companies Act or .a separate Act. 

2159. What do you think is the more urgent requirement of India, in¬ 
dustrial bank or agricultural bank?—I would plank for both. 

2160. You suggest that facilities for banking education should be given 
by foreign Exchange banks. I think I read in the papers some time ago 
-that the Turkish Government have framed some laws that fc>rei>'n Exchange 
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banks should take some apprentices?—do not know anything specifier 
about it. 

2161. I read in the papers about some law on the subject.—^That is 
done by all nations, particularly by those whose banking is not developed 
to a high pitch. I gave the instance of Portugal, Spain, Italy, etc. 

2162. Chairman : There is a short account in the paper which has 
already been circulated to members which indicates that no special restric¬ 
tions have been imposed on the operations of foreign Exchange banks. 

2163. Ch, Mukhtar Singh: Is there any regulation or legislation in 
England by which the foreign banks are required to employ a certain number 
of IBritishers?—Not that I know of. 

2164. You have iulvocntod the starting of industrial banks for the flota¬ 
tion of companies undertaking new industries. Some witnesses have told 
us that the industrial banks should precede the starting of new industries- 
and the banks should only provide for the current expenditure of these 
industries. Would you change your opinion in the light of these remarks?— 
An industrial bank must be there at first. The presence of an industrial 
bank will make it possible for new industrial enterprises to come and func¬ 
tion with their help. 

2165. Your opinion is that industrial banks should precede the starting 
of new industries?—Yes, because they will help the starting of industries. 
There may be new industries by private loans, but we want to help indus¬ 
tries by a special institution. 

2106. A stimulus is only possible when an industrial bank is started?— 
If it is started, many industries will crop up which are not coming into 
existence through private enterprise working on its own for want of financial 
facilities under the present system of banking. 

2167. You consider that the hindrance in the way ot new industries- 
boing created in the country is the want of an industrial bank?—An indus¬ 
trial bank w'ould stimulate new industrial concerns coming into existence 

2168. You want to prohibit industrial banks from taking current account 
deposits?—Yes. 

2160. If that be accepted, would it not be very difficult for the industrial 
bank to provide money for the working of the industrial concerns?—The 
object of asking them not to take current account deposits is that most of 
their iironey will be invested and locked up in wbat you call block capital 
in financing concerns whose money is not immediately available on demand, 
whereas in the case of commercial banks they only give temporary advances 
and tney can therefore run current account deposits to advantage. 

2170. The industrial banks can set aside the current account deposits 
for advances for the working capital?—Working capital in what form?' 
The working capital is generally given to the concern on long-term loans. 
They are not short-term loans. 

2171. What is the working capita!?—^Working capital is the amount 
which is wanted for the current -work. This working capital will be required 
by the industries in long-term loans. 

2172. This working capital will not be in small amounts. You want 
the industrial banks to do business as the joint stock commercial banks. 
The joint stock banks do advance money for working needs of industries 
and you do not want the Industrial Bank to do so?—No, it is dangerous- 
for an Industrial Bank to do so. 
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2l7i!. Do you consider that the joint stock banks will provide that 
money?—As far as 1 understand a good amount at least from our IndiaDi 
banks has been given as temporary loan on proper security. 

2174. Do you consider that the loans given are adequate enough?—No. 
The dilKculty of current accounts is this. The current account may not 
be utilised for giving temporary loans for working capital to various con¬ 
cerns. 

2175. How do you define long-term deposits?—Deposits at least for 
one .\ear. 

2176. In your statement you refer to the signatures of the Managing 
Agents required by the Bank. Do you say that the Bank requires the- 
signaturcs of the Managing Agents in all cases or is it only in cases when 
seciifiiiv offered is not adequate?—I have discussed this question with a 
manager of a leading bank and he has told me that they are prepared to 
give loans on the pledge of goods, failing that on the signature of the Manag¬ 
ing Agents. 

2177. You advocate the starting of ware-houses for the deposit of raw 
material as well as for manufactured goods?—^Yes. 

2178. Are such ware-houses to be kept separately for different mills or 
the entire goods are to be mixed up together?—They may keep the godowns 
or ware-houses separately. A godown for cotton, onother godown for raw 
materials and so on. 

2170. Do you consider the currency reforms should precede the bank¬ 
ing reforms?—Wc want them simultaneously. 

2180. You want to see the Indianisation in the Imperial Bank?—Yes. 

2181. What practical steps you propose?—1 say recruitment from 
England should bo stopped. 

2182. Do you feel there is no dearth of qualified Indians to take charge 
of responsible posts?—If recruitment is stopped, there will be no difficulty; 
oui men who have experience of banking will take up those posts. 

2183. Is there any sufficient opportunity for Indians?—Yes, the rule- 
of supply and demand is there. 

2184. In your statement you say that the Government of India held 
some conference and discussed with public bod,e.s in relation to banking 
legislation; would you please let us know if the details of the discussion 
are available?—Yes, they are. 

2185. Was any action taken by Government?—I think so. Prom the 
Report cf the Bombay Chamber of Commerce for 19.14 I am reading. 
Certain opinion was invited from public bodies by the Bombay Government 
They were sent and an informal coiifcrceeo was held in which the Advocate- 
Gen(;ral of Bombay, the Registr.ar of the Joint Stock Companies and the 
representatives of public bodies and associations were present. It was under 
the chairmanship of Sir Moon. These opinions were discussed and I find 
that these opinions are printed in the Bombav Chamber of Commerce 
report for 1914, at page 252. 

2186. Do you consider it advisable to give the power of refusal to the 
Reiristrar for rc-.dstorin<r a joint stock eoncorn ?—Yes. In this connection 

I would refer you to the report of the Central Provinces Banking Com¬ 
mittee. 

2187. Chairman: Mr. Mukhtar Singh wants to know the opinion of 
your association?—^Yes, but the report of the C. P. committee was issued 
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long after our memorandum and it supports our view mentioned in the 
memorandum. 

2188. Do you consider in such cases any revising Authority is necessary ? 
—^Yes, an appeal must be allowed. 

2189. You suggest the total prohibition of investment by a bank in 
shares and debentures of joint stock bank?—Y^cs, as far as possible, 

2190. Do you mean that the debentures of the industrial bank should 
not be taken by the joint stock bank?—1 say debentures should be taken 
if they arc guaranteed by Government about the interest, etc. 

2191. Do you like the idea that the Joint Stock Banks should purchase 
shares or debentures issued by the Joint Stock Companies?—Not in a 
largo (juantity. I know there ni’e certain Directors who are interested in 
certain Joint Stock Companies and they make the banks buy shares in 
large quantities. If all the shares are purchased by the banks, there will 
be a clash. Therefore, I say the Joint 8'tock Companies’ shares are not a 
•desirable investment. 

2192. If debentures are issued by an Industrial Bank or by a mortgage 
bank, would you like the idea that the debentures should be purchased by 
the Joint Stock Bank or the NTortgago Bank ?—We say that as far as 
possible it is better to have the functions of the two banks separate. 

2193. A mortgage bank may issue debentures and you do not like the 
idea that joint stock banka should purchase them?—No, wo >lo not; we 
consider it a risk. 

2194. Do you think that the mortgage bank is much safer?—It all 
depends on what sort of land or promises they have advanced money on. 

2193. In that case it is very difiicult to sell debentures in the market?— 
Debentures are not meant for banks, they are for the public. 

2190. To buy and sell shares is not the business of die joint stock com¬ 
mercial banks?—No, It is a sort of speculation. From the point of view 
of banking business it is’ desirable that all the capital of. the bank should 
be in liquid assets. 

2197. Do the banks in any other countries do this business?—We .io 
not knew it. 

2198. Is it ii general practice, to appoint as liquidators of a bank the 
same persons who have b-oen Director, ofTicer or Auditors of the. Banks?— 
Frequently. 

2199. Are there many complaints of this procedure?—The procedure 
is undesirable. 

2200. My point is whether such cases are very frequent ?—We have 
seen this always. 

2201. Seth Haji Abdoola Haroon : You want to say that the liquidators 
should he outsiders?—^Y'es. 

2202. Ch. Muhhtar Singh: Y'^ou said that Indian students should be 
sent to foreign countries to learn FiXchange business; do you feel Indian 
students will be allowed better facilities in their own country?—There ire 
two ways of doing this. One is to ask the banks to send the boys who are 
in a position to meet the expenses in London to their head offices in London 
for train.ing. 
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2203. But vre are told that it is difficult to get training in London for 
Indian students?—So, it is. Therefore we are suggesting this arrange¬ 
ment. 

2204. But how is it to be made?—It should be one of the conditions of 
the license. 

2205. Regarding the question of the removal of the chairman and tne 
-director, why do you not follow the Canadian Bank Act?—The Canadian 
Act provides for the removal in case of mal-administration or any other 
good cause. We have suggested that there should be re-election after 
every three years. Our suggestion is moderate. 

220G. Mr. Khaitan: .In aiisiver to the Chairman you said that ware¬ 
house authorities may advance moneys against the stocks kept in those 
ware-houses. Do you not think it would be better if the ware-house authori¬ 
ties were impartial in the matter and allow the financing business to be 
done by the banks or indigenous bankers?—If thev choose they may do so. 

2207. So far as non-Indian banks are concerned, you said that they 
should he given a license and certain restrictions shc'uld be put upon them. 
Now, some Indian witnesses have suggested that they should be prevented 
from receiving deposits in India just as the non-national banks in other 
countries are?—There are great difficulties in the way. We have discussed 
this question in our committee and we have come to the conclusion that 
Slopping of deposits with the foreign exchange banks is undesirable under 
the present circumstances. Immediately we do so a large amount of money 
will go out of the commercial community’s hands. 

2208. What is your idea about the non-Indian banks opening branches 
in the interior of the country ?—^As far as possible they should be restricted 
to do so. And every encouragement .should be given for the Indian banks 
to open the branches. 

2209. Now, in your memorandum you advocate the appointment of 
an officer for the control of banks, I presume it is .your intention that such 
officers should be appointed by Government?—Yes. 

2210. Are you aware of the impression among Indians that officers 
of this kind appointed by Government are prejudiced against Indians?— 
That officer should be an Indian. 

2211. So, would you like to have a condition put like that?—Yes. 

2212. It has been mentioned by a witness that under the present fiscal 
policy of Government it is very difficult to develop new industries in the 
country. What is your view?—We think that the fiscal policy of ihe 
Government should also be so adjusted. 

2213. Sh Purnhotamdas Thakurdas: You evidently attach some im¬ 
portance to the term ‘bank’ being used and ycTu therefore say that its 
use should be restricted under certain conditions. Would you also restrict 
likewise the Savings bank business of banks? You know the Savings bank 
is really intended for the small depositor, and do vou not think that his 
interests also should be properly safeguarded?—We do not think ihab there 
is any further restriction necessary so long as the operations of the bank 
is regulated. 

2214. For instance, you would not stipulate that the amount invested 
in sovines bank business of a bank should he invested in gilt-edged securi¬ 
ties?—There is no restriction necessary with regard to the Savings bank 
businoBB. 
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2216. You have given a definition of what legitimate banking businetis- 
ifi. I suppose that is what you want to be legalised?—-Yes. 

2216. So then you want your definition to be based on the restriction 
to bo imposed on the business of a bank?—^Yes. 

2217. In reply to the Chairman you said that some special safeguards 
should bo provided for Indian depositors in the event of winding up of 
non-Indian banks. Would you have these safeguards limited to depositors 
or all those who liave had dealings with the bank, e.g., people who have 
sent in bills for collection, etc. ?—All the Indian creditors should have the 
sau.'.e safeguards. 

2218. Dr, Hydar: Would y.ju give them first preference, the depositors, 

I mean?—All Indian creditors should be placed on the same footing. 

2219. Sir Purtshoiamdas Thakurdas: You have suggested that the 
depositors in an Indian joint stock bank should have some voice in the 
control of the IBank and so you suggest that they should be given the 
privil.-iges of the vote in getting one of their own representatives elected 
to the Board of Directors?—Yes. Our idea is that the Indian banks should 
be benefited in the matter of attraction of their deposits. 

2220. To that extent handicapping the foreign banks working in thir 
comtry?—Not necessarily. It may be handicap to this extent; that the 
deptjsitors of the foreign exchange banks will not have a vote in the manage¬ 
ment of those banks, but depositors in an Indian bank will have. 

2221. Chairman: So far as I am aware, the foreign insurance companies 
working in this country do not give its policy-holders the privilege of elect¬ 
ing the;r Directors, whilst their Indian compeers do. In spite of this 
so called draw-back in not having the privilege of the vote, foreign insurance 
business has never fallen. Is that not so?—You are perfectly correct and 
that is why we say that for the benefit of having a vote, we need not 
presume that Indian depositors of Exchange banks will withdraw their 
deposits from those banks and invest them in Indian banks. 

2222. Sir Purshotamdas Thakurdas: 'I’hcn is it your inference that the 
Indian banks do not possess that amount of confidence from the public as 
the Exchauge Banks do?—Yes, that is one of the reasons, amongst many 
others such as want of confidence in the Directorate and the management, 
etc. Ijlkewise, people have not got full confidence in all Exchange Banks. 

222:B. You know that the Japanese bank which went down a couple of 
years ago had a very good block of deposits in this e.ountry. Then what is 
it that vou think should he done to protect the interests of lh(^ Indian 
depositors in such banks?—We have suggested that there should be some 
sort of a local advisory committee, two-tliirds of which should be Indians. 

2224. With regard to the mode of valuation of securities, do I under¬ 
stand that your associ.ation would like to have some, sort of information 
supplied to the share-holders in the reports which are issued by bankg- 
eivin" information as to the depreciation or appreciation of securities in 
the Bank’s possession?—What xve wanted to imply is that the securities 
shou'd bo shown at its lowest value, the m.arket price or the cost price 
whichever is less. The Keport should also state how far the securities have 
depreciated. 

2226. Supposing a bank had Government of Indi.a per cent, paper 
and the market rate was 50, you will have no objection to their showing' 
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it at 40?—We will have no objection if that is made clear in the report. 
All that we are particular about is that it should not be higher than the 
cost price if the cost price is lower than the current market price. 

2226. Now with regard to the papers that you have circulated giving 
the information about a few banks which went into liquidation, I wonder 
how is it you have omitted to give details about the failures of the banks 
like Shilotri and Morvi Banks?—(Mr. Kapadia) The information was not 
available for us. To minimise these bank failures we have suggested that 
auditors should be permitted to make surprise visits on banks to examine 
their accounts. 

2227. With regard to your suggestions regarding the auditor’s certi¬ 
ficates, am I to understand that those are the suggestions of your Associa¬ 
tion which you want to be legalised?—Yes, legislation something to that 
effect must be undertaken. 

2228. What is it that you would like the auditor’s certificate to be 
Bup]3lemented by?—We have made our suggestions quite clearly that they 
should state whether the securities held against loans fully cover in each 
x»se the value of the loans, and other suggestions are given on page 28 
of our written memorandum. 

2229. Now in regard to the specimen of the auditor’s certificate of the 
Barclay’s Bank which you have given which reads “We have compared 
the above balance sheet with the balances on the books at the Head office, 
and with the detailed returns from the branches. We have verified the 
cash with the Bank of England, the cash Bills at the Head office, the 
investments of the Bank and the securities held against money at Call 
•4nd Short Notice * * etc.’’. I suppose that is all the change that you want 
in regard to the auditor’s certificate?—^Yes, besides the other suggestion* 
made. 

2230. And so far as the branches are concerned you think that the 
detailed reports of the. local branch auditor should be made available to 
the auditor of the Bank?—Yes. 

2231. And you tliiuk that will give a greater protection to the share¬ 
holder of the bank generally than it is today?—Y’es. 

2232. I put this question and rather elaborate it only to find out your 
comy)Iete views on the point, because I presume your suggestion to be 
ideal, generally speaking. Have you any other suggestions to make 'vith 
regard to this?—We suggest that the auditor should be at liberty to make 
any report as he wished during the course of the audit which should be 
placed before the Directors for their consideration at a special meeting. 
Our experience is that auditor’s interim reports are never placed before 
the Directors by the Managing Agents although the auditor in his state¬ 
ment says that it should bo done. 

2233. Have you seen many instances like this?—There may not be 
many instances, but still the evil should be removed. To quote an example 
it was at my insistence that the Managing Agents of a leading joint 
•stock concern in Bombay called meetings of the Directors to discuss the 
auditor’s report. The Managing Agents did not draw the attention of the 
Directors although they were specially called upon to do so by the auditor. 

2234. So. that amounts to very nearly a fraudulent omission?— T would 
not call it fraudulent but the fact remains that action was not taken, be¬ 
cause the law at present does not stipulate that condition. Therefore, I 
suggest that the auditor should be permitted to send simultaneously his 
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report to the Managing Agents and also to all the Directors of the concern^ 
80 that they might take immediate action thereon. 

2235. And you want this to bo provided for by law ?—Yes, as it is already 
in vogue in Canada under the Canadian Bank Act, section 55. 

2236. Y'^ou have made certain suggestions with regard to the working 
of the managing agency as applied to joint stock banks and you say that 
it is as undesirable as it is unw'arranted. Do you find several instances- 
like that?—Recently a bank was started with a firm as Managing Agents. 
We applied for the Articles of Association of that concern and we got it: 

2237. If you do not mind giving us a short memorandum on the subject, 
setting forth all relevant details, that will be very helpful to the 
Conynittee?—We shall be very pleased to do so. 

^ 2238. W'e shall also be pleased to have; the names e.nd other details of 
ether institutions in the same category?—Yes, we shall furnish details. 

2239. You suggest that the term of the office of the Managing Director 
should be settled at the General Meeting. Do you not feel that in inaking 
suggestions of this nature, you are seeking to make the body of share¬ 
holders responsible us it were for practically running the Bank?—On re¬ 
consideration we think that our later suggestion in our written memorandum 
'‘Notwithstanding anything contained in the contract, the Managing 
Director shall be removable from his office in the same manner a& any 
other Director” may be deleted. In regard to this, we may say that these 
■conditions ha\c been placed before the Committee for its consideration as 
we think the present-day banking conditions require such changes to oe 
made. One of our principal complaints is that the present day constitution 
■of' the Directorate 'of joint stock b.anks is not proper and it is for that 
reason that we have provided for this safeguard. But if the constitution 
of the Bank Directorate is going to be altered in the way we have suggested, 
then he safeguards may be necessary. 

Witness: The legislation is meant for objectionable banks particular¬ 
ly ; the same legislation w'ould not harm good banks. In the case of first 
class banks there is no fear of the managing director being removed by an 
unreasonable attitude on the part of share-holders. 

2240. You are of course basing this opinion on what you said today?— 
Yes. (Mr. Shroff) I think that a paid manager should not be elected by 
an open meeting of share-holders in the interests of the bank itself. I object 
to that on principle. 

2241. Sir Purshotamdas Thakui'das: Would 1 he correct in inferring 
from your other suggestions that you really want the whole system of work¬ 
ing joint stock companies in Bombay or in India to be changed substantially 
and hence your suggestions regarding restrictions on Directors, Auditors, 
etc.?—We want to change the Joint Stock Companies’ Act. 

2242. Do you think that the working of joint stock banks is so objection¬ 
able that you w’ould like to have the whole thing changed; and is that why 
von suggest so many restrictions on Chairman, Directors, Auditors, etc.?— 
That is so. 

2243. So these remarks are based on this that you think that the 
present system of working joint stock banks is not satisfactory?—That is. 
our opinion. 
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2244. Chairman: There is one question which I would like to ask. In 
paragraph 9 (b) of your memorandum you have said that non-Indian banks 

should be required to file their balance sheets.I suppose your 

intention is that these should be audited?—Yes. 

2245. Now, in the case of industrial banks you have admitted that there 
may not bo any immediate need for them, at any rate not till the industries 
which require their assistance are established. You have also admitted, 
in reply to Mr. Khaitan, that until the present fiscal policy of the Govern¬ 
ment changes, the requirements on the part of industries may not be 
great?—With all respect, Sir, we beg to differ, because in what we said 
we meant just the contrary. We said that the industrial banks are' absolute¬ 
ly necessary, because we think that the establishment of the industrial 
banks will stimulate industries. 

2246. Then your point is that the industrial banks should be Started 
even if the industries may not be there to require their assistance, because 
you think that the starting of industrial banks will stimulate industry?— 
That is one direction in which the industrial banks could be helpful. But 
even at present there exist industries which could be helped by the industrial 
banks. 

2247. Have T correctly interpreted your answer to Mr. Khaitan that 
unless the fiscal policy of the Government changes, there may not be 
sufficient scope for those industrial banks?—Mr. Khaitan’s point was that 
in order to make the industries successful, in certain cases the fiscal policy 
may have to be readjusted. We agree to that. 

2248. Is it really your intention that through this scheme of industrial 
hanks—if T may say so—in advance of development of industry you want- 
t,o force the hands of Government in granting protection?—'We are not 
in any way trying to force the hands of Government. "We are only asking 
for what is legitimately due to the country, and we see no reason why an 
enlightened Government like the British Government should refuse to help- 
industry with our own money. 

2249. Sir Hugh Cocke : Supposing that there are no industries which 
can be established, then the case for an industrial bank falls? 

2250. Chairman-.1. do not wish to press these gentlemen on that point 
because I find that they have not devoted full thought to the subject.—^But 
Sir, if you w'ant a written statement on that point, we will certainly send' 
one. 

2251. You said a little while ago that your Association consisted of 
something like 500 share-holders as members. As a matter of curiosity, 
could you give me just a rough estimate of what the total number of 
individual share-holders all over India is?—^We are only the Bombay Share- 
holders’ Association, and our present activities are confined to the Bombay 
Presidency. There is another association like ours in Calcutta, and a 
third one has recently been started in Madras under the chairmanship of 
Dewnn Bahadur Ramchandra Rao. Sir Hari Singh Gour is the Chairman 
of the Calcutta Share-holders’ Association and Mr. Nalini Ranjan Barkar 
its Secretary. 

2252. In answer to one of my earlier questions you said that your 
Association was open for membership to share-holders all over India? — Quit* 
so; but there are. associations in other parts of India. 
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2253. Can you give me an estimate of the total number of individual 
«hare-holders in the Bombay Presidency who can be members of your 
Association?—Unfortunately there are no data from which we could give 
you any useful information. But if you want to know what capital is 
represented by our Association, we could tell you. 

2254. How much capital is represented by you?—I could saj it runs 
into crores: some of the members, are millionaires. 

2255. I was interested in trying to obtain an estimate of the individual 
share-holders of the Bombay Presidency who are members of your Associa¬ 
tion. You see it is not the people who hold crores yhose interests require 
to bo safeguarded; it is the small investor who stands more in need of 
protection as against the man holding a very large number of shares against 
whose influence your Association wants to protect the small investor?— 
May I point out to you, Sir, that the small investor often wants his case 
to be argued out by the big investor because he thinks that the big investor 
will take greater interest. We have a definite rule in our Eegulations that 
nobody who is in any way interested in any managing agency is eligible to 
4je a member of our Committee. 
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EIGHTH DAY. 

Tuesday) the 26th August 1930. 

Present: 

"Sir Bhupbndra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chjirman). 

Sir PuRSHOTAMDAS Thakurdas, Kt., C.I.E., M.B.E. (yice-Chairman). 

Mr. D. P. Khaitan. Mr. K. \V. Buckley. 

Mr. P. V. liusiiFORTii. Mr. G. K. Devadhar, C.I.E. 

Mr. Manu Subedar. Chouduri Mukhtar Singh. 

■Sir Hugh Cocke, Kt. Seth Haji Abdoola Hahoon. 

Dr. L. K. Hyder. Mr. R. K. Shanmukham Chbtty. 

Mr. W. Lamond. 1 

Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masani, M.A. (Joint Secretary). 

Messrs. H. P. Bagaria aud M. P. Gandhi, representatives of the Indisn 

Chamber of Oommerce, Calcutta, were examined. 

2256. Chairman : Mr. Bagaria and Mr. Gandhi, you represent the 
Indian Chamber of Commerce, Calcutta?—Yes. 

2257. Am I correct in assuming that there are Indian Chambers for 
practically every province of India and that your Chamber’s activities are 
confined to Calcutta and to Bengal?—That is so. We sometimes deal with 
all-India questions also. 

2258. That is another matter. Your personal activities are confined 
to Calcutta and also to Bengal outside Calcutta, because you are not the 
only Merchants’ Association even for Bengal?—Practically all tbe most 
important Indian merchants are members either of the Chamber or of the 
Associations that are affiliated to this Chamber. 

2259. Is the Bengal National Chamber of Commerce affiliated <o your 
Association ? They have sent a separate memorandum to us and are 
coming up separately for evidence.—They are not affiliated to our .Associa¬ 
tion, but we have 11 or 12 associations affiliated to the Indian Chamber 
of Commerce. 

2260. What sort of Associations?—Associations dealing with manufac¬ 
tured jute goods, produce merchants, the Calcutta rice merchants, iron 
merchants, etc. 

2261. There are various trading associations—Yes. 

2262. Dr. Hyder: In the City of Calcutta or in Bengal?—In the City 
of Calcutta. 

2263. Chairman: You say that the Imperial Bank of India has been 
precluded from engaging in exchange business as a concession to the power¬ 
ful foreign banks. Have you considered that the present prohibiiion may 
be due to the fact that the Imperial Bank are the bankers to Government 
and that the Government may have considered dealings in exchange 
business as risky and likely to endanger the safety of their balances?— 
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is quite possible that that might have been the consideration vrhich weighed 
with Government^ but the result of that has been that the Exchange banks’ 
have got a monopoly of litfanehig thd Cxf^ttar fWtiO df this countrj. 

2264. You say that the share of Indians in the immense foreign trade 
amounting to 570 crores of rupees is less than 15 per cent. It is said that 
internal trade amounts to many tinieS the foreign trade in volume and that 
the major portion of the internal trade is in the hands of Indians. Can 
yoW tell the Committee whether the resources of the merchants engaged- 
in the iritemal trade are not fully employed in the internal trade?—Even, 
if they are, there is no reason why Indians should be precluded from en¬ 
gaging in the export and import trade. 

2265. But you cannot definitely answer my question?—Even in the 
internal trade the' European merchants are making serious inroads. The 
Indian merchants engaged in moving the crops from the mofbssil to the 
ports and from the ports to the mofussil are now finding serious competition 
from the exporting and importing European houses. 

2266. Even that does not answer my precise question. Con jou tell 
the Committee whether the resources of the merchants engaged m the 
internal trade are not fully employed in the internal trade ?^—If the inten¬ 
tion of the question is that there are no Indian merchants with any re¬ 
sources who can engage in the external trade of the country, the answer 
is in the negative. In fact I can say that there is considerable uneraploy- 
rnent airiong the trading classes at present and there are many merohnntfi- 
who have nothing to do. If they had the banking facilities necessary for 
this purpoke, they would readily engage in the trade. 

2267. Eut my point was: Htaye these merchants under present oondii’ 
tiohs any surplus resources available which they can employ otherwise thdn- 
for the financing of internal trade?—Their own resources are sufficient for 
ehgBgifig in the eotternal trade. 

2268. Tour point is that they have sufficient resouroes not only to financd= 
the infhrnal trade, but to finance the foreign trade?—^Yes. 

2269. There is no lack of resources at the present moment ah 
part?—No. 

2270. Mr. Sharlmukham Chettij: Do you mean capital?—It may b® 
capital or deposits, 

22*71. Chdirrhan: Some outsiders are making incursions in the field; 
even so, the resources at the present moment at their disposal are avail¬ 
able for financifag the whole of the internal trade which is in their hands- 
and there is a certain atticiunt of surplus also left?—Yes, that is so. 

2272. Can you also give the committee any idea of the terms on which 
credit facilities are made available in the internal trade and in the "'xtemal 
trade?—As regards the internal trade, we have dealt ■with the question 
very ftllly in oiif m'emorandum to the Provincial Banking Enquiry Com¬ 
mittee. Regarding the external trade, the only facility available to the 
Indian merchants is that the}' can get their bills di'a'wn Uildei* a confitmed 
letter of credit' through a first class London bank discounted' With the Ex¬ 
change banks doing business in India. Besides that, I do not thlbk thetitf 
are any other facilities available id the Indian merchafits. 

227S. Ofily if they have this particuiar metfibd'; they ca* partioIpAife W 
the ^fiSrtfal trddS?—^Yes. 
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22.74. SaIK Raji Ai)doola Baraoji: "Whot ftbojut the Europeau fijcxos,?—r 
Erom thei information we have we can say that the European competitoj 
of the Indian exporting and importing houses can sell on terms other than 
k oonfirmfed letter of credit. 

2275. And the Exchange banks are taking their bills without the letts* 
of cradit ?—It naturally follows that the Exchange banks must be discountr 
ing. their bills. 

2276. Chamuan In your memorandum you say that the indigenons 
bankers who were known as Shroffs-, Sowcars or Ghetties financed the entijJ* 
trade of the country before the advent of the British rule. Can you s^ 
what proportion of the entire trade in those days was foreign trade?—We 
are sorry we have not got any figures to determine the proportion of the 
foreign trade to the internal trade before the advent of the British rule, 
but the foreign trade must have been very little in those days owing to 
transport and other difficulties. 

2277. You refer to the Sowcars and Shroffs holding the field of finaOi5)l 
during some period in the past. Can you tell the Committee what hia 
decline from that high position is due to?—^We have already mentioned in 
the memorandum the various reasons that are responsible for the decUna, 
When foreign banks came into existence, the position they enjoyed in tba 
community disappeared, consequently the resources were limited and they 
could not finance trade to the same extent as they used to do. 

2278. The decline had not started before the commencement of British 
rule in this country?—^No. 

^7^. It bas been suggested by one provincial banking enquiry 
mittee that the decline of the indigenoue banker is due to tbe gi'eat dei 
velopment of commercial banking and that if this development oontinuea, 
it is difficult to revive the indigenous banker on a large scale. What wouhi 
you say to this suggestion?—I do not agree with the view that the decline 
of tike Sowcar is due to the development of joint stock banking because tbe 
resources must have come to joint stock banking, but we find that they 
have not oome to the joint stock banks also. The facilities afforded by the 
Shroffs may have been replaced by the facilities afforded by the joint stock 
banks. 

2280. I referred to the development of commercial banking. In your 
reply you refer to joint stock banks: I take it you refer to all joint stock 
beahs, not to the Indian joint stock banks only—Yes. 

2281. You have nothing more to add?—No. 

it has been suggested by one well-known authority that by the end o£ 
the 18th century the indigenous bankers had been shorn of much of their 
glory owing to wars and unsettled eonditiona of life in those days, the 
evasion of their claims by ruling Princes, the adoption of questionable 
praobiees on their part, and the introduction of a uniform currency in Indifk. 
in 188S depriving the indigenous bankers of much of the profits from money'i 
changing. Have you anything to say in regard to this suggestion?—^We 
db not agree with this view, because it is the experience of the mtembers o£ 
our Chamber that up to 25 years back tbe Shroffs played a great part m the 
financing of the trade of this country. 

2282. Which trade?—They did not play any part in the external trade, 
because their resources were not such as they could engage in the financinf^ 
of the external trade. 

S i. 
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2283. Are not they still playing a large part in financing the internal 
trade of the country?—Not to the same extent as they used to do. 

2284. You say that as a first step towards the development of India* 
banking it is necessary that steps should be taken to effectively link the 
indigenous bankers to the banking organisation of the country. Can you 
tell the Committee what exactly you mean by indigenous bankers? Dc 
you include the large class of moneylenders who do not do deposit 
business?—In our opinion there are no Shroffs who do not receive deposits. 
Practically most of the Shroffs that we know receive deposits as well as 
lend money. 

2285. It is said that one important function of a banker is to accept 
deposits, but that such deposits constitute a very sm'all fraction of the 
working capital of indigenous bankers. It is further added that deposits 
are more often taken by indigenous bankers who have extensive business of 
other sorts and are used generally for the purposes of financing their own 
business other than banking. Can you tell the Committee what attitude 
is adopted by the indigenous bankers whom you have in mind in regard to 
the receipt of deposits? You said a little while ago that in your experience 
it is practice of all Shroffs of indigenous bankers to accept deposits. You 
stand by that answer?—Yes. 

2286. Wc have been pursuing it at some length in the past week or so. 
We had before us an indigenous banker from Bihar who said that he did 
take deposits but that his banking business had been in existence only for 
sixty years and before that he used to do only trading business. He was 
asked whether there was any competition in regard to deposit business 
from other sources, e.q., the Exchange Banks or the Imperial Bank or the 
Indian joint stock banks; he said there was not, because at that particular 
station this competition did not exist. Asked whether there was no pos¬ 
sibility of attracting m'ore deposits, he said there was, but his difficulty 
was that it was not possible for him to find adequate employment for the 
money. Owing to difficulties in realising advances arising out of the pro¬ 
verbial Court’s delays, he was not in a position to expand his loan business. 
Does your experience deal with the state of affairs in the United Provinces, 
in Bihar and Bengal or is it confined only to Bengal?—It extends to 
Bombay, Eajputana and Bengal. 

2287. It is confined to Bengal for the present purpose, because Bombay 
and Eajputana are outside your purview and when the Indian Merchants’ 
Chamber, Bombay, come before us wc will have an opportunity of pursuing 
the matter further with them.—They are not outside our province in that 
we have m'any members who originally came from Eajputana and we have 
members from Bombay also. 

2288. I fully realize that, but you told me in answer to my fii-st question 
that the activities of your Association are confined to the province of 
Bengal, because there are Indian Merchants’ Chambers in other parts of 
India. That being so, I am pretty sure that the proper body to whom a 
similar question is to be addressed in regard to the conditions prevailing in, 
Bombay is the Indian Merchants’ Chamber, Bombay. As your activities 
are confined to Bengal, we are trying to find out from you whether it is, 
your experience of Bengal that Shroffs generally do take deposits—Yes. 

2289. In this connection three bodies gave evidence before the BengaJ- 
Provincial Banking Enquiry Committee, viz., the Indian Chamber of Com- 
mette, Calcutta, the Bengal Chamber of Commerce and the Bengal 
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National Chamber of Commerce, Calcutta. Your Association, in answer 
to Q.-l, stated that the indigenous bankers transact certain kinds of 
business of which one was receiving deposits on interest. Unfortunately 
in answer to another question as to the rate of interest paid 
on these deposits, you gave no answer. Naturally one may be pardoned 
if he therefrom' gathers the impression that this custom of deposit taking 
is not so prevalent as it is urged to be, because in that case the rate of 
interest paid would have been supplied. The Bengal Chamber of Com¬ 
merce, talking of indigenous bankers (shroffs and mahajans) said ‘the 
shroffs trade on their own capital and do not as a general rule accept 
deposits from the public. Any deposits received by them are usually from 
relatives or from friends by private arrangement.’ Then we come to the 
Bengal National Chamber of Com'merce. They said that the big lilarwari 
banking houses of Calcutta carry on more than one form of banking 
business; some of them accept deposits and undertake extensive lending 
operations. Then as regards the mofussil they say that in exceptional 
cases a few of them in towns accept deposits and that it should be parti¬ 
cularly noted that such practice of either accepting deposits or issuing 
cheque books remains still an exceptional feature of indigenous banking in 
Bengal. That is at least their experience. The Bengal Committee, not 
satisfied with those, asked mem'bers of some prominent firms of indigenous 
bankers, both in Calcutta and outside, to give evidence before them. This 
brings out the difference more clearly. You are aware that the indigenous 
banker of Bengal primarily is the man known as the ‘Poddar’. He was 
there before the indigenous bankers of other communities made their 
appearance in that part of the country. It is the Bengal equivalent for 
the word ‘shroff’—It is used in other parts of India also. 

2290. My personal knowledge is that even these Bengal Poddars at an 
earlier stage migrated from other parts of the country. They are not 
wholly Bengali by race. There is a gentleman who is a partner of the 
banking firm' “Budhunath Sukhlal Poddar” of Dacca town who says ‘‘our 
firm is of not less than 50 years’ standing.” Then he says ‘we don’t receive 
deposits now; this business has been given up on account of the failure of 
certain firms at Dacca in recent years.’ That indicates shaking of public 
confidence and not the fact that they have been driven out of the ’cusiness 
by other competitors. Another Dacca firm ‘Jagabandhu-Prasanna Kumar 
Sen’ of Dacca town, the biggest indigenous bankers of Dacca, say ‘vi'e do 
only hundi business and not money-lending, nor do we receive deposits 
from the public or others.’ Then we come to another statement by Mr. 
Eajani Kanta Pal, one of the biggest indigenous bankers. Pie says the 
same thing ‘nor do we receive deposits.’ Mr. Golab Chand Somani,-'one 
of the proprietors of the finrt of Lachminarayan Ilambilash and in charge 
of the firm at Chittagong, says ‘‘We carry on our business with our own 
capital, but if any man lends money on favourable rates of interest, wo 
accept that too. We take deposits from outsiders if the interest i". within 
eight annas per hundred per month. In busy seasons, we take deposits 
at slightly higher rates also.” Then hq goes on to say that he has not 
suffered in the matter from competition of anybody and there is no prejudice 
against indigenous bankers here. Rather the public generally prefer good 
indigenous bankers to foreign and company banks. The indigenous bankers 
offer greater facilities. The indigenous banks and bankers are not able 
to meet all demands for accom'modation here, and that principally for in¬ 
adequacy of funds, even though the security is sufficient. He has said 
that the public have greater faith in them and therefore they have got more 
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clients or more business than any other of the competitors. Still if people 
-are willine to deposit money with them, why they should not be able to 
-secure sufficient capital to enlarge their business passes my comprehension. 
Then we come to another witness, Mr. Niranjan Bhuia (one of the pro- 
'prietors of Messrs. Harish Chandra Earn Kanai Bhuia and in charge of 
the Chittagong branch of the firm) who says he does not do any banking 
business. Of course he deals with liundis, he apparently does not think 
that is banking business, but he does not take deposits. Then we come to 
the Calcutta Indigenous Banking firms (Joint memorandum on Indigenous 
Banking in Calcutta by Mr. Kasturchand Kothari, etc.) who say ‘the 
indigenous bankers of Calcutta do almost all types of banking business, 
viz., receive deposits at interest and lend on personal credit, security and 
guarantee for financing trade and industries.’ They also say that, the 
maximum rate of interest on deposits in Calcutta is Es. 5-13 per cent, per 
annum. Eeading these answers, the provisional conclusion which 
naturally would arise in one’s own mind is this: deposit taking among 
indigenous bankers is largely confined to Calcutta, outside Calcutta it is 
more the exception than the general practice. 

2291. Chairman : Will you please tell the committee whether you have 
-anything in your personal experience which will enable you to rebut this 
provisional conclusion?—The Indian Chamber of Commerce has already 
^iven answer to the Provincial Enquiry Committee. 

2292. You say that the indigenous bankers receive deposits on 
interest. But the question was put by the Provincial Enquiry Committee 
as to what rate they were allowing on various accounts, there was no replyj 
In fact the Chamber said that “at present the indigenous bankers or shroffs 
harry- on their business with their own funds With the growth of banka 
in big centres, shroffs or indigenous bankers have got branches in the 
mnfussil.’’ When I see the report about the mofussil, I do not find any 
teVidence Whidh supports that statement. What do you say?—There ate 
two classes of hanks. In one case they receive deposits and in another case 
they do not receive. 

May I pursue this point? You say that the indigenous bankers in 
Calcutta do take deposits?—Some of the branches in Calcutta do receive 
thSposits. 

2298. But they do not say so. In Calcutta there is a firm of bankers, 
named Kasturchand, and they inform us that the deposits are not taken 
by any of their branches. There is another who say that they do not take 
deposits?—As I have already stated there are two classes, one receive and 
the other do not receive. 

2294. I should like not to be misunderstood; so far as I am eoucemed, 
■I fully appreciate the desire to se^ that the indigenous banker takes a proper 
•place in the banking business of the world. But I want bo find Out parti¬ 
cularly the point between the conflicting evidence that is before us. 

2295. You refer to the amalgamation of small banking houses in 
England. Can you tell the comm-itteo what has prevented such amalgama- 
'tion among the indigenous bankers in India?—They do not see any benefit 
in amalgamating. 



,2^96. But you furthor ,say that indigenous bankers should be enoptiraged 
to combine and start joint stock banks. What practical steps do y.>u spg- 
gest fpr achieving this end?—We suggest that because we think that better 
■conditions will prevail with the establishment of the Eeserve Bank. 

2297. This is a very vague observation?—We have read the evidence 
given by the Marwari Chamber of Cqmmerce and we support the sugges¬ 
tion put forward by them. If these indigenous bankers are made nxqinbers 
of the 1-leserve Bank, we are sure they will get great facilities and naturally 
the difficulties will be removed. 

2298. Do you mean to say that they .should be compelled to do so?— 
They should not be compelled. They would naturally come, when they 
find that the scheme is advantageous to them. 

2299. Do you practically support the views of the Marwadi Chamber 
of Commerce that these indigenous bankers should be allowed to take part 
in the future banking system of India?—Yes. 

2300. You say that joint stock banks should be .encouraged to .gppqfitt 
"the local shroff or shroffs to act as their ^ents in small tPiwns •.ighere i.%e 
banks have no branches, and that by this means it will be poapible tfijr 
h^snks ,to reach the smaller' merchants .who during the b\iay . seaspn .require 
financial facilities for moving crops. If the appointment of shrpffs as 

is advantageous to the bapks, can you suggest any reason why Oanj^s 
’hitherto have not adopted the practice?—Unfortunately there .are many 
tanks in the mofussil. The exchange hanks have also very recently .parted 
coming into the interior of the country. These banks have branches in 
the rmofuesil and they get (fie local advisory committees also. 

2301. I am not talking about the local advisory committees. Ypp sg^ 
that the joint stock banks should be encouraged to appoint the local shroffs. 
Kow, the point is why .these banks have not hitherto adopted the practice 
which you now recommend?—They have not appointed them, because they 
have not got large facilities apd resources. 

2302. You say that these shroffs have not resources. But will pqt the 
appointment of these shroffs as agents attract business?—That may be, 
fiut without the resources and other facilities at each station, this oairnpt be 
^one. 

8803. TherefOTe, your suggestion is not possible to be adopted as a 
pi;aotioal preposition in the immediate future. Is it not?—‘It can;he.p(as- 
■aible as soon as the method suggested by the Marwadi Chamber in . their 
uritten evidence js adopted. 

2304. But at the moment we need not pursue this idea ?—No. 

2805. About the local advisory committees do vou drop that idea also?— 

»b. 

2306. You say that it would be helpful if ail the banks have local 
advisory committees for every branch whereon local shroffs and merohants 
are invited to serve, and that this will inspire confidence among th.e local 
people (a) Can you suggest why banks have hitherto not realised tills ad¬ 
vantage and adopted your proposal of local advisory committees, (b) 
Would you agree that it is not possible to force local advisory committees 
■pn banks and that it should , be left to the banks to realise the advantages 
of .such a nourse and adopt your proposal?—Some of the banlcs have 
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ppbinted local advisory committees The Punjab National Bank has done 

BO. 

2307. Therefore, you think that these banks find it possible to have the 
local advisory committees?—Yes. 

2308. If the local shroffs or bankers who are associated with the banks 
are represented on local advisory committees, is there not a risk that these 
shroffs may advise not giving loans?—That is not the experience. On the 
contrary it would help the local manager to give advances, because the 
local people on the advisory committees will have some knowledge about 
the standing of the borrowers. 

2309. Sir Hugh Cocke: Do you mean to say that they will be acting on- 
the opinion of these advisory committees or will there be any difference of 
opinion?—These committees will give them advice and help them in some- 
respect. 

2310. Mr. Manu Suhedar ■. Is it not true that the Indian banks, when 
they first opened branches, had no local advisory committees, but later 
on when they found that the local manager might get some assistance in 
giving loans, they have done so?—Yes. 

2311. Mr. Chetty: In the composition of these local advisory com¬ 
mittees would you suggest that persons in the locality who themselves are- 
borrowers should be excluded from these committees?—No. Because the 
local advisory committee is not the final authority. If the business pro¬ 
position is safe and profitable to the bank, there is no reason why they 
should not give loans to the members of the advisory committees. 

2312. Mr. Devadhar: If the advice of the local advisory committee is 
sound and appeals to the bank, will not the Manager accept it?—Yes, if it 
is profitable to the bank. 

2313. Y'our idea is that such an advice is always accepted and there is 
no divergence of views?—Yes. 

2314. Mr. Chetty: So these indigenous bankers give their advice in the 
interest of the bank?—Yes. 

2315. Seth Haji Abdoola Haroon: Do you know what work these 
advisory committees are doing?—They scrutinise all the loans and it is on 
their advice that the manager has to accept the advance of money. 

2316. In Karachi I know what the advisory committees are doing is 
that they advise the manager that Mr. A., B or C should be given a 
certain amount of loan and not the amount applied for, if they think so; 
the manager then gets the sanction from bis head office and grants the 
loan. Is that the work the advisory committees have to do?—Yes. The 
manager puts all the proposals before them and then the loans are granted. 

2317. Mr. Manu Subcdar: Is it true that when a branch of the joint 
stock bank has got an advisory committee, the local people get more 
confidence?—Yes, we have already mentioned that in our written memo¬ 
randum. 

2318. Dr. Hyder: Do you not think that hy the appointment of the 
advisory committees, the business of a particular man wdl be knovm to their- 
competit<»?—In some respect it is possible, but we cannot help it. 

2319. Sir Purshoiamdas Thalcurdas : May I know if the merchants¬ 
like the idea ?—We are not in a position to reply to that question. But 
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we think the commercial community will be glad to have such committees,., 
as the banks would be getting better advice than if the manager were'- 
alone. 

2320. Chairman: Would you agree that it is not possible to force local 
advisory committees on banks and that it should be left to the banks to- 
realise the advantages of such a course and adopt your proposal?—We have 
not suggested that there should be any force used. 

2321. You say that if it is intended to develop Indian banking, restric¬ 
tions should be placed on the borrowing powers of exchange banks and' 
the branch banking activities of the Imperial Bank. Would you kindly 
tell the committee whether the Imperial Bank, in your opinion, is not an- 
Indian bank and if not, will you tell the committee what your reasons are 
for thinking so?—We have not suggested in our memorandum that the 
Imperial Bank is not an Indian bank. But we have suggested that there 
should be restrictions placed on its branch banking activities. By doing 
so it will be a help to the shroffs and would prove more beneficial to tho- 
trading classes. 

2322. There are many places where the indigenous shroffs are not carry¬ 
ing banking business. Would you object to the Imperial Bank opening 
their branches at such places?—We have said that as we are developing- 
the banking organisation, the Sarafi system which would be more econo¬ 
mical should first be given an opportunity. 

2323. You say the Imperial Bank is against the development of the 
joint stock bank. My friend, Mr. Devadhar, may say that it is against the 
development of the co-operative bank. I can quite al)preciate your point 
of view; it is an Indian point of view, but from that point of view there 
should be no distinction between the Imperial Bank, Indian joint stook 
bank or the co-operative bank. All you want is the development of 
banking. Is it your view that the shroffs should be given preference over 
all these banks?—Taking into consideralion the fact that these shroffs are 
not well developed in banking and also what has been done in this con¬ 
nection in the United States, we say that it is a better service if we 
strengthen the hands of these shroffs than the Indian banks or the 
co-operative banks. 

2324. Mr. Devadhar: Am I to understand that you like to give preference 
to the indigenous banker rather than to a branch of a joint stock bank 
or a branch of the Imperial Bank or a branch of the co-operative bank?— 
I am sorry that without understanding the question of the Chairman T 
have replied. I do not mean that it should be done in that way. I am 
very much in favour of the co-operative banks being developed. There is 
so much field for the banking business in the country that the co-operative 
banks and the indigenous banks would not suffer. 

2325. Chairman: Now, in the case of Indian joint stock banks as 
against the indigenous banker, would you give a certain amount of prefer- 
ence to the indigenous banker?—Yes. 

2326. I thought you said that idea was based on the principle of the 
Federal Beserve Bank system in the United States. Is it not?—^T'Ee 
conditions that now prevail in India are such that even though the 
preference is given to the indigenous bankers, there wdll he a. vast fields 
for the other banks. 



2327. Iho whole question is how to develop .banking facilities in the 
country. If at a place the indigenous banker is not doing banking business 
and the Imperial Bank wants to open its branch, would you object to it?— 

I say if our trade is to be developed, there may be these shroffs. But 
where there are no such shroffs, other banks should open their branches. 

2328. Therefore, am I correct in saying that you do not want to give 
particular preference to any type of indigenous banker without consider¬ 
ing the local conditions ? I will quote the instance of Bhagalpur. If it 
is found that the indigenous banker will submit himself to certain regula¬ 
tions and if he can develop the banking business, naturally the concession 
should be given to him. But if there is no such person and 'f we have 
a branch of the other banks, would you object to it?—No. 

2329. Sir Pumhotanidas Thakurdas: You do not suggest that the 
Imperial Bank or any other bank should be prevented from opening 
branches. What you say is that where there, are no shroffs, they should 
be allowed to open branches. Is it not?—Yes. 

2330. Chairman: In your memorandum you have said that the activi- 
tio.s of the Imperial Bank in the opening of branches should be severely 
curtailed. What do you mean by that?—We mean that their activities 
should be stopped temporarily. 

2331,. Mr. Chstiy: You said that the encouragement to the shroff* 
in the banking system would prove to be more economical. What is your 
idea?—If a bank advances a loan, its rate of interest will naturally bo 
‘iigheT taking Into consideration the cost of management, wheieas the rats 
charged by the indigenous banker will be cheaper. 

2332. You are speaking from the indigenous banker's point of view. 
I am looking at the question from the point of view of industries and trade. 
What I am trying to find out is this. Do you agree that the primaiw 
concern in opening the branches must be to provide facilities for industry 
and trade?—Yes. 

2383. If there are no shroffs, how are you going to provide facilities 
for .the industries? There should be some brjmches of the banks?—What 
I -Sa-y is that it is necessary to develop the 'Sarafi system. 'In the and it 
would prove cheaper. 

.2334. Indian industries should have funds and how are you going to 
advance them moneys without sufBoient resources?— If the system 
suggested by the Marwadi Chamber of Commerce is adopted, they will 
be able to take resources from the Eeserve Bank and then give loans to 
the borrowers. 

2335. Mr. Manu Subedar: You say that the indigenous banker at 
•present provides facilities with his own resources. But if his resources 
are improved by linking him up with the Eeserve Bank, do you think 
he would be able to give facilities of loans at a lower rate?—^Yes. 

2336. Do you think that this indigenous banker can assist industry 
and trade by giving loans much better than the other banks?—We have 
said it plainly in our written evidence. 

2337. You said in answer to a question that the indigenous banker 
would be able to give loans at a lower rate. If he does that way, do 
jrou think that a borrower—am speaking from the point of view qf tke 



^blic—will rJtUlier go to the ind^enous banker for a loan than to the 
branch of the Imperial Bank?—He will go to the indigenous bariker. 

2338. Chairman: We have before us the evidence of a gentleman who 
is carrying on the business of the indigenous banker at a mofussil place 
in Bihar. He tells us that bo far as he is concerned, he baa got adequate 
resources. But his difficulty is that he cannot employ those additional 
resources in the business. When he was asked how that was, he told 
us that the profession of giving loans is losing daily. Even though they 
are more lenient in the realisation of the loans than the joint stock banka 
they find great difficulty in employing their resources. That will con- 
wince my friend, Mr. Manu Subedar, that even when there are resouroes 
available, there will be no improvement in banking. Therefore, I say 
that we cannot have a general arrangement or a general regulation. We 
'have to take into consideration the circumstances of the locality or the 
^lace and then to decide. That is exactly my point. 

2339. Mr. Lamond: You say that Indian joint stock banks will give 
better facilities than the Imperial Bank. May I know in what direction?— 
in aiany directions they are offering better facilities. From my e^eiience 
of the jute trade in Bengal I find they are getting 'batter 
facilities from the joint stock banks than the Imperial Bank in the move- 
tnent of crops from mofussil centres to the port, with regard to the balmg 
business and by way of obtaining clean credit. 

2340. Dr. Hyder: Taking things as they are, is there any differeocs® in 
the rate at which money is advanced direct by the indigenous banker to 
the borrower and the rate at which a joint stock bank advances to the 
borrower, given in both cases that the security is the same?—Everything 
fceing equal, the indigenous bankers sometimes lend at cheaper rates 
than the joint stock banks. 

2341. Is that your experience in Bengal?—Yes. 

2342. Sir Hugh Cocke: Arising out of these questions, would you 
subscribe to the view that the healthy competition betw’een indigenous 
"bankers and other banks whether it be Imperial, joint stock or othera, is 
beneficial to the commercial community and the public at large? — -Taa, 
if the indigenous banker is given his proper place in the banking system 
of the country and if proper facilities were given him, then we may say 
that the competition is healthy. 

2343. Mr. Devadhar : Knowing the rates of interest that are at present 
prevailing in some parts of Bihar and Orissa and Bengal, don’t you think 
that a farmer in the rural areas will be able to get better finance at 
cheaper rates from his own co-operative society than he would be able 
“to get it from the indigenous banker of the legality?—^We are not referring 
to the agriculturist at present. 

2344. I am looking at it from the point of view of the agriculturist. 
What is your opinion ? 

2345. Chairman: The indigenous banker for whom we are talking of 
giving some concessions in return for some restrictions are not the people 
who are dealing in rural areas or are financing the farmers. Judging from 
the provincial reports, almost every report says that it is only the pet^y 
money-lender who does not accept deposits that is dealing in the rural 
areas with the farmers direct. There, Mr. Devadhar, these gentlemen 
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will not be able to answer your question. The Bengal Beport says that 
the part played by the indigenous banker in the financing of agriculture 
is insignificant. 

2346. Seth Haji Abdoola Haroon: You say that banks should be 
encouraged to help the local shroffs to act as agents. You know at present 
the shroffs are not only doing banking business but other business as 
weir?—We don’t press our statement. W’e now support the proposals of 
the Marwadi Chamber of Commerce in regard to this matter. 

2347. Dr. Hyder : If you say that the indigenous banker is able to 
lend at cheaper rates than the joint stock banks, how is it he is not able 
to oust the latter or other money-lending- institutions, and how is it you 
ask for special protection for these people?—We have made the point 
perfectly clear in our memorandum. Formerly these indigenous bankers 
had very large resources at their command, but now their resources have 
dwindled down owing to various reasons. If they are provided with 
more facilities, then they will be able to lend at cheaper rates. 

2348. Therefore, you say that they should be provided with more re¬ 
sources. Do you not think that by so doing you will be really handicapping 
the competitor of the indigenous banker?—But then, the resources of the 
joint stock banks are not quite sufficient to meet the needs of the country. 
That is the difficulty. 

2349. Mr. Ghelty : Does the indigenous banker in Bengal, whom you 
are thinking of, manage to attract deposits from the public at cheaper 
rates than the Imperial or the joint stock banks?—It all depends on the 
standing and position of these indigenous bankers. 

2350. So, you say that they were formerly able to attract deposits at 
cheaper rates?—Yes, but now such firms are fast disappearing. 

2351. Mr. Kushforth: I gather from the answer that one of the reasons 
why the Chamber is in favour of giving facilities to the indigenous banker 
is that the latter will be able to derive some increased facilities when tho 
Ileserve Bank is formed, of which he will become a member. Therefore, 
is there any reason to believe that similar facilities will not be afforded to 
the joint stock banks?—We have already said that the indigenous banker 
offers the cheapest facility and therefore he should be helped. 

2352. Dr. Hyder ; Taking things as they are, don’t you find that some¬ 
times the indigenous banker borrow's at the rate of 6 or 7 per cent, from 
the joint stock banks and then lends it himself at 9 to 12 per cent?—Yea, 
because the indigenous banker takes tho risk in lending out whilst the 
banks do not. That is the difference. 

2353. You remember my point was “provided the security was the 
same’’?—But then what we say is that because the indigenous banker 
takes the risk which other joint stock banks do not, the difference in the 
rate that they cam is quite justifiable. 

2354. Mr. Mann Subedar: Do you imply that after the expansion of 
joint stock banking in the country there will still be some work left for 
the indigenous banker who could operate to public advantage?—That is our 
opinion. The real point is that the indigenous banker must stand or fall 
by the amount of public confidence evinced in them. 

2355. Chairman: Y'ou have already referred to the meagre supply of 
credit facilities to Indian merchants engaged in foreign trade. Will not 
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cestric'tions on the Exchange ‘banks’ activities reduce still further the 
available facilities to Indian merchants?—^We want someone else to take 
4heir place. We want the Imperial Bank of India and other Indian joint 
stock banks to take up the exchange business. 

2356. But are there any restrictions placed upon joint stock banks at 
present from doing exchange business? As a matter of fact you know 
that the Central Bank of India is doing the work now?—Only to a very 
small extent. 

2357. How would you encourage them to do so?—We have explained 
the point thoroughly in our memorandum. There will be no lack of 
facilities if Indian banks took to the business of external trade. 

2358. If the activities of the Imperial Bank arc severely controlled as 
f)roposed by you, do you think that joint stock banks would be able to 
give the same facilities to the public as the Imperial Bank has done? 

I think you have already answered my point by saying that the public 
must submit themselves to a temporary inconvenience. Is that not so?— 
That too will not be necessary when tha Beserve Bank is brought into 
existence and if shroffs are taken in as members. 

2359. What guarantee is there that your indigenous banker having 
secured a monopoly will not try in his own interest to get as much out 
of the people to whom he lends money as he can?—We suggest that if they 
could borrow from the Beserve Bank at a specific rate, it could be laid 
•down that their lending rate should range between 2 or 3 per cent, above 
that rate. 

2360. Even so it may happen that a joint stock bank which gets its 
finances from the Beserve Bank might be able to lend at a cheaper rate?— 
In which case the borrower can go to the joint stock bank. As we havei 
already said that under such circumstances there will be no objection to 
healthy competition between the joint stock banks and the indigenous, 
■bankers. 

2361. But then you want to impose restrictions?—The object of the 
restrictions is that the indigenous banker must be able to get his resources 
from the Beserve Bank and for this if he is made a member of the Beserve 
Bank, that will do. 

2362. You have already given various answi^rs to various members 
which may not coincide 'with what you are now saying. Therefore, I will 
not pursue the point further. 

2363. Sir Purshotamdas Thakiirdas : Let me make the position clear. 
All that you said is that you don’t want the Imperial Bank to open more 
branches because of your idea that these branches may not be paying?— 
Yes. 

2364. Though you include in your definition of Indian banks, the 
Imperial Bank also, still you make a difference between the Indian joint 
stock banks and the Imperial Bank, because the latter is supported bv 
Government. Is that not your point?—Yes, because the Imperial Bank 
has got certain advantages over all other banks. 

2365. Chairman (to Sir Purshotamdas Thakurdas): —When you read 
his answers, you will find that he has not been consistent in big answers. 



2366, Witneag : 1 tbink tbe toiiivtmGtu aame when, yoo (C!haiMitan)t 
mixed; up the jpiot etook baaks. vnfch the Imperial Bank. 

2867 .. Chaff man: I flrat put the question to you whether you meloded'' 
the Imperial Bank in the expression Indian banks and you said ‘you’?—We 
agree we said so but we hai-e made a clear distinction between the Itaidiao; 
joint stock banks and the Imperial Bank of India in our memorandum. 

2368. Mr. Chetty: You are talking of the Imperial Bank on the one 
side and the joint stock banks on the other and you never talk about 
them together on any one point. Is that what you mean?—Yes. 

2869. Sir Purihotamdas ThahurdaB: Do you suggest any preference or 
advantage for the indigenous banker?—^No, none at all. 

2370. All that you suggest by endorsing Mr. Manu Subedar’s suggestion- 
is that you want them to occupy the position which they occupied soioq 
years ago?—Yes. 

2371. Chairman: Now you have considerably modified your views. 

2872. Sir Purshotamdas Thakurdas :—I felt there was some mis- 

apprehension with regard to the questions put to the witness. 

2373. Chairman: There are complaints that the Imperial Bank has 
upset the working of indigenous banks by lowering rates in districts in 
which they have opened branches. There are also complaints on the other 
hand that rates in the districts arc still too high. What are your views- 
negarding these complaints from the agriculturist’s and trader’s point 
of view?—We do not deny that the Imperial Bank has been able to lower 
the rate in many places, but we have mainly based our suggestion ‘from 
a broader aspect. 

2874. You say that the success of Indian banks will mainly depend oat. 
the Indian public which should realise its duty to support Indian banks. 
By their large deposits with the foreign exchange banks, the public havfe 
shown their confidence in those institutions. Do you think bv legislatfoJk 
restricting the borrowing powers of these foreign banks, you can transfer 
the confidence of the public from one institution to another?—We have 
never said that public have shown their confidence with the Exebango 
banks by depositing their funds with them, but we have said that owiag^ 
to their premier position which they occupy in the foreign exchange businesi 
of the country they are able to attract deposits. 

2375. The Bengal Committee in their Keport say: “The depositol* 
are attracted to other institutions not merely because their rentes of- 
interest on deposits are higher, for in several cases they are lower, but 
be<!ittuse of the sense of security engendered by publicity and businesslike 
methods of such institutions’’. Well, we find conclusiotts like that ll* 
almost all Pmvinoial Banking Committee’s reports. What are your view* 
on the point?—We have already said in our memorandum the importance 
of the external trade of the country and the growth of that trade among 
Indian merchants and Indian banks could only be possible if we can by 
some means oust the Exchange banks from their business in this country 
and this could only be done by putting some restrictions on their deposits, 

2376. Do you think that deposits which now go into the hands of thw 
Exchange banka will go into the hands of the joint stock banks and indi* 
genous bankers.?—Yes, we think so. 



3877 . OUaifman : It has been pointed out by obIb o# the PKn^ieeiisi GWBi 
ttitteM tiiat'tbe idea! to bo aimed, at ia the distributiett ot tb«r total amount 
Of^ aaA^lnga available for mvestmant among the competing imtitutiona 
India in due proportion having regard to their national importance, that 
it is out of the question to reach this Ideal by any sort of control and that 
a banking council should be set up which should collect and keep up to- 
date infoimation on the demand for capital and bring to public notice 
and ventilate by public criticism any marked disparities in the access of 
different investment institutions to the capital available. Have you finy- 
thing to say on this suggestion?-*! saw this suggestion only yesterday and' 

I have not had time to study the reports you refer to, therefore I am not 
in a position to express an opinion. 

2378. Mr. Manu Subedar: You suggest that the facilities which the 
Exchange banks have gOt for receiving deposits should be restricted. 

If you*did so, yon would be withdrawing a large amount of loanable capital 
which is at present financing foreign trade. You would be putting that 
in the Indian banks which could then finance internal trode. You think 
that would lower the rates of interest for the finanoing of internal trade; 
but it might raise the rates of interest for financing foreign trade. Do- 
you consider that position satisfactory ? 

Chairman (to Mr. Manu Subedar ); May I put to you that the various 
proposals should be taken as forming part of one single scheme and that 
it is part of that scheme that adequate facilities should be given to Indian 
banks—in which I include the Imperial Bank—to carry on the foreign 
trade of the country; and that I think is a syffleieUt answer to your 
question.—No, Sir. 

Wiinees: We have suggested that the restrictions on the Imperial Bank 
regarding exchange business should be removed at once because, as we 
have shown, wo regard the import and export trad© to be of the greatest- 
importance to the country. 

2379. Do you think that taking the banking interests of the country as 
a whole, the restrictions which you suggest on the Exchange banks would 
be justified ?—‘Yes. 

2380. Dr. Hyder: Wh.at do yon mean by ‘restriction’? Is it prohiW- 
tion; or do you mean that they should be put under any taxation dis¬ 
ability?—The'y should not be allowed to receive any deposits at all. 

2361. Chairman: You refer to a number of banking communities, 
members of which have a natural instinct for banking and suggest that 
BtbolatshipB should be offered to suitable youngmen to study modern banit- 
ing methods. Do you refer to youngmen of these communities?—We 
refer to youngmen of all communities. 

23812. Would these scholarships he tenable in India for study of banking- 
methods in banking institutions in India or would they be tenable in 
coyftilries outside India also?—It would be much cheaper to give them- 
fhcfiR'ties in India. But If funds are available, they should be given scholari 
ships and sent abroad to study banking. Scholarships should only b* 
given to youngmen who show some special aptitude for banking. 

2385. Bo you think that the indigenous banks will be able to employ 
these people on adequate remunoralion.—-Yes. But- the indigenous hankefs 
will not: go out of their owm oominunitieB, if they cain get good men withlfl 
their own communities. 



256 


2384. Therefore, is it your view that it will remain a sort of olose 
preserve?—No; if the business of an indigenous banker is developed to 
such an extent that it would be profitable for him to employ men of other 
communities, then certainly he will employ them. 

2385. You say that the Imperial Bank has failed in its duty to offer 
facilities in times of emergency to other joint stock banks in India. Can 
■you give any instances where the Imperial Bank has failed in its duty?— 
If you will read our memorandum, we have said, “in the best possible way”. 

238fi. Gan you give concrete instances where the Imperial Bank has 
actually failed in its duty to offer facilities in the best possible way?—There 
is the instance of the People’s Bank. 

2387. At the time of the failure of the People’s Bank, the Imperial 
Bank as it exists to-day did not exist. Therefore you cannot give the 

►Committee any specific instances of banks which were not helped by the 
'Imperial Bank in times of emergency?—We can give examples of other 
countries. 

2388. Can you give an example where the Imperial Bank has failed to 
give the facilities which you contemplate “in the best possible way”?— 
There have been no such cases. But in other countries, banks at such 
times can count on the Central Banking authority for help. Since in our 
country the Imperial Bank is not the bankers’ bank, other banks cannot 
count on the help. 

2389. What happened in the case of the Alliance Bank?—The Imperial 
"Bank agreed to advance eight annas to the rupee to the creditors. 

2390. But it did then come to the assistance of the depositors of that 
bank.—Tbe impression in the country has been that since the Alliance 
Bank was an English bank, the Imperial Bank came to its help. We 
have given the case of the People’s Bank also. 

2391 But you must not forget that we have in our midst a gentleman 
(Sir Purshotamdas Thakurdas) who knows all about the Imperial Bank 
since its formation in 1921. 

2392. Mr. Chetiy : Apart from the fact that there have been no instances 
since the institution of the Imperial Bank, in which the Imperial Bank 
refused to come to the assistance of indigenous banks and ordinary joint 
stoclc banks, you think that they do not rely upon the Imperial Bank for 
help’?—They do not count on the Imperial Bank for assistance. 

Mr. Mau’i Subedar: There is no legal or statutory obligation at present. 

Mr. Laniond: But the Imperial Bank not only assisted the Alliance 
Bank of Simla but also helped the Bengal National Bank. 

2393. Mr. Manu Subedar: The Imperial Bank, you say, is not the 
bankers’ bank; the Imperial Bank are ihe Government’s bankers; they 
are regulating the market by fixing the bank rate, but the control of the 
currency is not in their hands; it is in the hands of the Government; 
the Imperial Bank themselves, when they need some additional facilities, 
borrow from Government against bills and the Government do not lend 
them except at the Bank rate. Do you think that is a good arrangement? 
If the Imperial Bank themselves cannot borrow at any rate other than 
the Bank rate, how can they help other institutions in times of emergency. 
Dc» yo-i think that unless the Eeserve Bank is established and the control 
Of currency and credit is combined, additional facilities should be given 
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to the Imperial Bank to borrow from Government from the Currency 
reserve at a lower rate?—That facility should be obtainable for all member 
banks. 

2394. As we are at present located, the Imperial Bank has to look to 
its own cash; they must feed themselves first; they are also a commercial 
bank; the question of facilities to other banks comes after. How can they 
giv'i fccilities if the Government do not lend them money at cheaper rates?— 
We think that the entire system is wrong. 

2395. The assistance to other *banks can be in the form of loans against 
Government securities or the rediscounting of their bills. The Imperial 
Bank, since it became the Imperial Bank, has been as a rule, giving such 
loans against Government securities. Do you know of any other banks 
which lend out like the Imperial Bank?—No we do not know. 

2396. Do you think that the Imperial Bank can rediscount the bills 
■of other banks except at the bank rate?—No. 

2397. Is that a very unsatisfactory system you think?—^Yes. 

2398. Chairman : In your memorandum you say, “No amount of help 
or measuree can lead to any growth of banking if the Government of the 
country is a constant borrower of money at a high rate of interest”. I 
think you do not stress the fact of Government borrowing constantly so 
much as the fact of the high rates of interest?—We do not stress the 
fact thac the Government is a borrower of money. 

2399. You say that the attraction of large deposits by Exchange banks 
•3 due. to the huge financial resources and to the control they exercise over 
the external trade of the country. Would you kindly explain how the 
exercise of control over the external trade of the country has the eSeot 
suggested by you?—^If we want to engage in the import and export trade 
of th '2 coxintry, we have to send bank references. But if we deal through 
Exchange banks, we do not have to send such references. Therefore we 
have to keep accounts with them. 

2400. You say that the deposits of Exchange banks ara used mainly to 
finance the external trade and not Indian trade and commerce. Do you 
mean by Indian trade and commerce internal trade of India; if so, do you 
not consider the former as essential as the latter?—Because we consider 
both internal and external trade equally essential, we suggest that there 
should be restrictions on Exchange banks so that Indians may be allowed 
to take their proper place. 

2401. Here the question is not one of restriction on internal trade.'— 
That! is why we want Indians to take their proper share in the trade of 
the country. 

2402. While you complain that exchange banks are not utilising their 
deposits in financing internal trade, complaints have been received from 
other witnesses that the Exchange banks are already entering into compe¬ 
tition with the Indian joint stock banks in financing internal trade to the 
great disadvantage of the latter. Have’ you anything to say in regard 
to this?—Up to a few years back they were confining their activities to 
external trade only. 

2403. Up to how many years back? five years?—Say, up to ten years, 
they were confining their operations to ports; since then they have been 
taking interest in the internal trade of the country. 

voL. m 
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2404. And Indian banks are not doing so In regard to external trade?— 
They are only beginning to do it. 

2406. Mr. Lamond: Do you know that the exchange banks opened 
then branches in the up-oountry over 10 years ago?—I do not know. 

2406. Mr. Buckley: Are they doing more business to-day than ten- 
years ago ?—I do not know. Perhaps this Committee knows this better. 

2407. You now find that Exchange banks are trying to play an import-- 
ant part in the internal trade of the couptry.—^We want Indian banks to 
do that. 

2408. Dr. Hyder: What do you mean by “up to the ports’’? Do you- 
mean that they are carrying on banking business as well as regulatmg 
the movement of crops, etc. ? Are they also taking things from the 
ports to the interior which they did not do before?—No. 

2409. Sir Purshotamdas Thakurdaa: Have you in mind certain Japanese 
firms or other firms?—Both, 

2410. What kinds of trade are the Japanese banks assisting?—Jute for 
instance. 

2411. Mr. Buckley : Can you name a branch of any of these' Japanese 
banks in the mofussil of India?—^The Japanese exporters of cotton pur¬ 
chase. in the mofussil and can always get money from their banks at the 
ports, while we merchants cannot do that. 

2412. I thought you said that Exchange banks were extending their 
branches up-country?—They have been extending their activities up- 
oountry. 

2418. Can you give us an idea of how many branches they have opened? 
—I do not know of any branches opened up-country. I only said that 
they were trying to finance the internal trade. 

2414. Do you not think that they have opened several branches for the 
express purpose of enabling the Indian merchants up-country to do direct 
busm .ss with foreign countries and thus to save themselves the middle¬ 
man’s charges at the ports?—But the Indian merchants now wish to deal 
direct with foreign countries without the help of the European .middlemen. 

2416. If I told you that some of the branches have been opened at the 
express wish of the Indian merchants to enable them to import their 
piecegoods, are you in a position to deny that?—We have said that they 
do give help to the piecegoods merchants. We have also said that the 
part which the Indian merchants play in the import and export trade of 
India is very insignificant. 

2416. It is not so insignificant in places like Amritsar and Cawnpore 
and Delhi.—But, Sir, do they export direct or do they deal through' 
Bombay and Calcutta? Our information is that very few of these merchants 
export direct to other countries. 

2417. Mr. Buckley: My point is that the existing branches of the Ex¬ 
change banks were opened many years ago for the express purpose of 
enabling Indian merchants to do import and export business with foreign 
countries direct. 

2418. Mr. Manu Subedar: 'When you said that Exchange banks are 
comin" into the field of internal trade what is the internal trade that you 
refer fo? Goods are moved from the producing centres to the ports, partly 
to be used at the ports and partly to be exported. Is that the internal 
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trade which you gay that the Exchange baoliB are engaged in?*~The jnoye« 
ment of goods from the producing centres to the ports is internal trade. 

2419. Is it your grievance that the Exchange banks are now financing 
the movement of crops from the producing centres to the ports?—^Yes. 

2420. And vice versa also, from the ports to the interior?—^Yes. 

2421. You say that that should be the field of finance for the indigenous 
banks ?—Yes. 

2422. Chairman : I asked you whether by Indian trade and commerce 
you were referring to both import and export trade. You said, yes. Now 
you go on to say that the Exchange banks are largely interfering in this 
business and that they have been doing that for ten or twenty years.— 
There is only a tendency on their part to interfere in that trade also. 

2423. You say that no foreign bank has been successful in obtaining 
foot-hold in Australia. So far as I understand there are 18 commercial 
banks In Australia of which three including the Bank of New Zealand are 
foreigii banks with branches in Australia, three have head offices in London 
and only the remaining 12 are essentially Australian institutions with 
head offices in Australia and branches in London. Are you in a position 
to contradict my information?—I have been to Australia and I have seen 
these things for myself. I am correct in saying that the foreign banks have 
not been successful in obtaining any hold there; they are only doing agency 
business. 

2424. Then you are making a distinction between banks domiciled 
outside the Empire and banks domiciled in England. I am referring parti-, 
cularly to banks domiciled in England. There are three banks which have 
head offices in London and it appears that in the case of these three banks 
there is no discrimination made in Australia. Are you in a position to 
contradict my information?—Contradict in what way? 

2425. That there are such banks.—^Australia and England are so closely 
connected that practically the whole of their business is with England; 
therefore these banks may be playing a certain part in the trade of 
Australia. But my information is that Australian banks are doing the 
major portion—nearly 90 per cent.—of the business of Australia. 

2426. Chairman: You refer to restrictions in Canada against non¬ 
national banks carrying on any business there. Can you tell the Committee 
whether the provision for a majority of the directors of banks in Canada 
being natural born or naturalized subjects of Hie Majesty and domiciled 
in Canada may not be due to the note issue privileges enjoyed by these 
banks’’—The position in Canada is in marked contrast with the position 
in India. In the former country Government not only give protection 
to indigenous banks by providing certain restrictions, but they give them 
nor, 3 -ias\u! powers, while in the case of India we find that not only have 
we no protection against foreign banks, but the banks have no note-issue 
powers. 

2427. It does not follow, because the refusal to grant note-issuing powers 
may have arisen from quite a different consideration. I have already read 
out to you the finding of the Provincial Banking Enquiry Committee of 
the province which your Chamber represent: there they have said that the 
real trouble is want of confidence among the public in indigenous bnnkera. 
If the public have no confidence in a particular type of banks—and I in- 
elude indigenous bankers in this expression—naturally Government might 

s 3 
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eonsider. it undesirable or undefendable before the public to grant that 
particular organization free powers to issue notes?—^What few banks we 
have in the country have been able to make a certain amount of deposits 
and locking to the record we cannot say that the Indian public have no 
confidence in the banks. But if powerful rivals are working and they have 
some special monopolj’ of trade, it follows that they can also attract 
deposits. As you said in the case of Canada, Government have given not 
only protection but certain facilities, while in the case of India we have 
no protection and no facilities. 

2428 The note-issuing facilities stand on a different footing. Such 
facilities cannot possibly be given indiscriminately and if it is done, it 
may be a positive danger to the community at large?—^We do not advocate 
that indiscriminate powers should be given. I wanted to bring out the 
contrast between the two countries. 

2429. Do you refer to Indian joint stock banks or to indigenous banks?— 
I am talking of the whole banking system of the country. 

2430. If so, you would immediately get into troubled waters, because 
the indigenous banker so far has not produced or even maintained proper 
accounts—We are not discussing the suggestion about note-issue. 

2431. You say you would restrict the right of dealing with the Eeserve 
Bank to the Head Ofldce of the Industrial Bank. Can you give the Com¬ 
mittee any idea of the nature of dealings between the Eeserve Bank and 
the Industrial Bank?—An industrial bank may make advances for floating 
capital to an industrial concern and it may make such advances against 
bills; at times if it requires additional capital, it may draw such capital 
from the Eeserve Bank on the security of those bills. 

2432. Firstly, it is advance on bills and secondly, advances on any 
other account?—The industrial bank will also make advances of fixed 
capital of a long-term nature just as Government at present are issuing 
currency against ad hoc securities. It is only a promissory note backed 
by another promissory note. If the Eeserve Bank is allowed to issue 
currency to a certain extent against the advances made by the Industrial 
Bank of n long-term nature, that would give additional facilities to the 
industries. 

2433. Let me understand your ideas clearly: Your first class of advance 
is clear, i.e., the Eeserve Bank will make advances on the security of bills, 
that is by rediscounting bills?—Yes. 

2434. Secondly, you say that the Eeserve Bank will provide additional 
currency on the basis of a promissory note deposited by the Industrial 
Bank with the Eeserve Bank?—No, they have the security of the concern 
to which the Industrial Bank has made advances. The Industrial Bank 
will be making advances on security and that security may be pledged with 
the Eeserve Bank and additional currency drawn upon. 

2435. Therefore they will be able to get additional credit from the 
Eeserve Bank after depositing with them the security to which you refer?— 

Yes. 

2436. Dr. Hyder: Your idea is that the Eeserve Bank should really 
become an Industrial Bank also?—No. 

2437. If you have long-term securities?—Only a certain percentage. 
1 think the security o* ?he industrial concern is better than the ad hce 
security. 
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2438. In so far as the nature of the security is long-term and the 
advance is given on this long-term security, your Reserve Bank becomes 
& commercial bank, an Apex bank plus an Industrial bank?—No, but if 
the Industrial Bank wants additional facilities at any time for some reason, 
it may at such times draw currency from the Reserve Bank. 

2439. Chairman: Can you tell me of any other country in the world 
where additional currency would be created in this manner?—^The Reserve 
Bank system of America. 

2440. Under the Federal Reserve system of America, they issue addii 
tionai currency on the strength of securities you refer to?—On the strength 
of trade bills. 

2441. You were not talking of trade bills, but of certain securities 
possessed by the Industrial Bank—^There is the fiduciary issue, but so far 
as we are aware, we do not know of banks where additional currency is 
issiied against the security of industrial concerns. 

2442. Mr. Manu Subedar: Y’ou said that Industrial Banks should get 
rediscounting facilities from the Reserve Bank?—Yes. 

2443. By re-discounting you mean re-discounting of bills drawn on the 
Industrial bank by their constituents and accepted by the Industrial bank— 
Yes. 

241‘1. For what maturity would those bills be?—They may be for three 
or six months. 

2445. With regard to long-term facility, you suggest that the Industrial 
Bank should go to the Reserve Bank and similarly give documents on 
which there are two signatures, their clients and themselves and re-discount 
the promissory notes. Does it not come to the same thing? By additional 
currency all you implv is that the Reserve Bank should give advances?— 
That is so. 

244G, If the Industrial bank’s funds were short, they could go to she 
Reserve Bank and draw on them against the security, first of the bills 
and secondly of the promissory notes, the latter being for a long period— 
We have said that the Industrial Bank would make two advances, those of 
a temporary nature and long-term nature; as India is an industrially 
backward country, if it is necessary to borrow on long-term, then also 
there should be no difficulty. 

2447. Chairman : Throughout your answers when you were using the 
word ‘currency’ I suggested you meant ‘credit’ and I think you do mean 
that. When you said ‘currency’ and referred to ad hoc securities, you 
really meant credit. If you leave it at that, I do not think any other 
question is required—^Yes. 

2448. Mr. Manu Subedar : For what period do you want advances?— 
It will only be in exceptional cases that facilities would be required against 
long-term advances. 

2449. Your idea is that even in those exceptional cases they should 
have somewhere to go—Yes. 

Chairman : You say that no facilities are available for financing of 
industries in the initial stages. It has been suggested by one Chamber 
that capital for starting an industry must be found by the promoters and 
that the assistance of banks should be sought only for later extensions 
and for floating expenses. What are your views in regard to this sugges¬ 
tion?—^We have stated in our memorandum that in the initial stages 



help ii sometimes necessary. Several times people make an estimate of 
the cost of the industry, but before the industry is complete they find 
thev require a certain amount of money to complete the concern and at 
sucn times it is very difficult to get help. 

2450. I take it that as commercial banks do not lend on long-term 
securities, it is against their general practice to grant an advance in a 
•ease of this sort.—^Yes. 

2461. And you think that the industrial bank should be started to 
afford facilities of this sort?—^Yes. 

2452. You say that there are certain industries which require finance 
for selling goods on credit but do not get the same, and they should be 
enableti to raise money on the security of bills on their customers. Does 
the practice of drawing bills on customers obtain at present and do indus¬ 
tries find it difficult to discount such bills?—The practice exists to a certain 
extent and it requires to be encouraged. If people can easily get financial 
facilities on the security of these bills, the custom would develop. 

2453. You say that industrial concerns managed by Indian firms find 
it very difficult to place debenture loans on the market. Will you tell the 
Committee whether European firms have been successful in placing such 
loans in the market?—We cannot say. 

2454. You say that there is no organisation in India which could guide 
the investors in the matter of debenture loans and that if an industrial 
bank is established, debenture loans issued by them will be popular with 
the investing public owing to the confidence and the security created by 
the association of the loan vidth a first class industrial bank. Of course 
you want the Industrial Bank to underwrite the loan?—In some cases 
it may underwrite, and in some it may directly sell in the market. 

2455. That is, you really want India to adopt the Gross-banken system 
of Germany?—^Yes, in this case. 

2456. I understand that in Germany a Committee of Admission con¬ 
sisting of able bankers and merchants is appointed by Government to 
scrutinise all new securities introduced into the market and to express its 
opinion as to the desirability of the introduction and quotation of the 
security concerned and that a Syndicate of banks and private firms take 
over loans from the industrial undertakings in agreed proportion with a 
view to issuing the same themselves. This is said to create an atmosphere 
of confidence and trust in industrial stock. Do you think a similar pro- 
■cedure will create the necessary confidence in the Indian investing public ?— 
No syndicate of bank.s exists in India and it is therefore that we have 
suggested that the Industrial Bank should be brought into existence. If 
tr.ide and industries develop to the extent we desire, such banks may come 
into existence and the suggestion may then be considered. 

2457. I want to know whether you desire something of the sort estab¬ 
lished in India as part of your scheme of Industrial Bank—We have 
stated that the Industrial Bank will be able to create confidence in the 
investors and if the debentures arc placed through the Industrial Bank 
the investors will have more confidence in the concern. 

2468. We were told the other day that shareholders’ associations have 
been formed in Bombay, Calcutta, and Madras and that they are engaged 
in propaganda work; will not this propaganda work itself helj) the znazkei 
for various securities, including debentures?—^Propaganda aldne, I do 
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fiot think, is sufficient. So far as the Calcutta Shareholders’ Association 
is concerned, its activities are confined to finding out any unfair treatment 
■meted out to the shareholders by the Managing Agents. 

24f)9. They are like Labour Unions! 

2460. Mr. Manu Subedar: What is the unpopularity of debentures in 
Indi 1 due to in your opinion?—^We have not referred to unpopularity, we 
say that there is no organization to guide the investor. 

2461. Therefore you suggest the intermediary of industrial banks?— 
Yos. 

2462. If industrial banks are established, you think debenture issues 
will be very popular?—We have said that they are a very good form of 
investment and capital would be forthcoming. 

2463. Are you aware that there is a stamp duty on the issue of deben- 
tur:-s as well as on their transfer?—^If there is anything to hamper the 
growth of the debenture system, that should be removed. 

2464. The duty is 7^ per thousand of issue and I think 3J on the 
transfer per thousand. There is not a duty on shares. Don’t you think 
that such a duty would interfere with the popularity of debentures?— 
It would certainly; those who take debentures will certainly take into 
•consideration the expenses they would have to incur. 

2465. What are your suggestions with regard to the stamp duty on 
■debentures?—The duty should be lowered considerably if the debentures 
are ti be made popular. 

2466. Mr. Shanmukham Chetty: If an industrial bank takes up the 
debentures of an industrial concern or helps it in any way, would you 
think it advisable to insist that the industrial concern should set aside 
a sinking fund to meet the obligations arising out of the debentures?— 
That is !i question of detail which can be gone into by a sub-committee. 

2467. You do not subscribe to the dictum that in every case a block 
account should be found by share capital?—We have mentioned the diffi¬ 
culties in many cases and we have cited instances where people had to 
part with their concerns because they hadn’t the capital required 
to complete the concern. 

2468. Therefore it is advantageous to an industry to have part of its 
block account foimd by debentures and loans?—It is a great advantage. 

2469. Would you fix a maximum limit, say 25 or 30 per cent?— 
Debentures would be issued only to the extent required; they won’t be 
issued in excess of requirements. 

2470. You would say that not more than a certain percentage of the 
block account should be raised in the form of debentures and loans?—Yes. 

2471. Even in the cases of companies which have been able to find the 
money required for the block account by share capital, when it comes to 
the actual working of the concern, they have found it very difficult to 
find the capital imder the existing system. For instance, the Imperial 
Pank of India generally advance 20 to 25 per cent, on the security of 
their floating stock. So even in the initial stage, an industrial concern 
has to raise a considerable amount of money to meet the difference between 
the value of the stock and the amount advanced by the Imperial Bank 
end they are at a disadvantagie under the present system. An industrial 
bank would he of great help to meet such difference?—^That is so. 
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2472. Ghairtnan: Mr. Bagaria’s Chamber apparently advocate the 
establishment in India of the Grossbanken system of Germany under 
which it is the industrial bank which will hold any floating capital and 
which will practically control and rrm the industry. The industrial con¬ 
cern wiU be affiliated to the Bank and that being so, the details referred 
to by Mr. Chetty have not been dealt with. 

2473. You say that banks in India are not prepared to trust the 
merchants to the same extent as they do in other countries. Would you 
explain to the Committee what in your opinion are the causes for this- 
mistrust?—^Eegarding indigenous banks we have said that their resources 
are not sufficient. In the ease of Exchange banks, they do not grant any 
facilities to Indian merchants. 

2474. Am I right in saying that, other things being equal, there is not 
the same amoimt of trust displayed in India as is displayed in other 
countries? I am quite prepared to take your statement at its' worth 
in regard to the Exchange Banka when you say that they are not interested 
in the matter of helping Indians, but in regard to the ether banks, what 
is this mistrust due to?—There are very few indigenous banks who have 
begun to trust the merchants to the same extent they should do. Their 
position is not secure, they have no Central Bank to depend upon and they 
have not got those resources that are necessary for trusting the merchants, 

2475. Would I be correct in a matter of this sort in attaching greater 
importance to the views of the authorities of one of the Indian joint 
stock banks than to the views of your Association?—I have stated the 
view of the trading community of Calcutta. It is a fact that the mer¬ 
chants do not get facilities to the same extent they get in other countries 
and we have cited instances of that. 

2476. Mt. Manu Subedar: When you said that banks do not trust 
merchants, you imply that banks do not trust merchants to the full ex¬ 
tent to which merchants expect facilities and that they put low limits for 
the advances to be made to individual merchants?—In India it is only 
possible to borrow money or get financial facilities on securities worth 
considerably more than the amount of facility required, while in other 
countries you get better facilities on personal security. For example, if 
we ship jjute goods to Buenos Ayres, Australia and other places, the 
merchant there draws on three months’ sight, gets delivery of the goods, 
converts them into manufactured goods, sells them and gets the proceeds 
and then pays the bankers. But here if we are exporting, from the ports 
to the interior, we have to find our own capital. 

2477. You mean the policy of the banks is unduly restrictive and con¬ 
servative?—Yes. 

2478. Mr. Buckley : That is a matter of opinion?—It is a fact. 

2479. It is a question of credit?—There is no reason why the Indian 
merchant should be particularly unreliable when banks in other countries 
trust their merchants. 

2480. You referred to Buenos Ayres. Don’t you think that the im¬ 
porter at that place gets his goods imder a trust receipt? He gets the 
goods in exactly the same way as the importer in this country gets his 
goods under a trust receipt—we will come to that later. 

2481. You suggested just now that the merchant in Buenos Ayres gets 
an absolutely clean credit from his banker. There is nothing in return 
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until he manufactures goods and pays the banker. He gets the imported 
articles on a trust receipt and I put it to you whether the same faoilitiea 
are not being granted by banks in this country?—No. 

2482. Chairman : It has been pointed out by one prominent banker 
that banks in India have no source of information to determine the credit 
of the merchants except bazar reports and that the position might be 
considerably improved if merchants drew up balance-sheets showing their 
resources and their financial standing. Will you tell the committee your 
views on this suggestion?—There is a certain amount of prejudice against 
submitting balance-sheets and the merchants think it derogatory to their 
position. We have suggested elsewhere, and also the Marwadi Chamber 
has suggested, that the merchants should be allowed to become members 
of the Eeserve Bank and they would submit the balance-sheets. Once 
it is put into practice that prejudice will disappear and after a few years 
the merchants will be able to comply with the request of submitting 
their balance-sheets.. 

2483. You say what is required is a more liberal policy. Can you 
explain what you mean by a more liberal policy?—We have made it clear 
in om answer that the merchants are getting inadequate facilities in 
respect of loans. They have to furnish securities to a large extent. 

2484. If the merchants in India are unwilling to draw up a balance- 
sheet showing their resources and the financial standing and show it to 
the bank, how can they expect the bank to adopt a liberal policy?—^For 
example, both in Scotland and Canada the arrangements are made that 
each man who has to do business with a bank has to keep that bank 
fully informed about the financial position, by supplying the bank with a 
regular balance-sheet and accounts. So long as the merchants in India 
have not adopted that practice, how can the system of the grant of loans be 
improved?—^We have said that the submission of balance-sheets will be 
developed gradually. Even under the present system the bank has to face 
bad debts. 

2485. There is no question of bad debts. My point is about adopt¬ 
ing a more liberal policy.—It happens that credit facilities are given to 
the merchants in other countries to the extent that are available, but in 
India tEey are not available to merchants, though full reports regarding 
their financial position are supplied to them. 

2486. Will you satisfy us by giving, concrete cases of that type?— 1 
do not think we can disclose the names here without the permission of 
the parties. But I can say that our Chamber has realised the responsi¬ 
bility in making such a statement and they have made it on full facts. 

2487. They have said simply that the banks should adopt a more liberal 
policy. They do not say that a particular gentleman had supplied fuU 
particulars about his financial position to a particular bank and had wanted 
more liberal treatment and that treatment was refused to him. They 
do not make such a suggestion in the printed memorandum. You men¬ 
tioned that in reply to my question. Therefore, I wanted to know whether 
you had any concrete cases to support the statement which you now 
make. Can you give us the names?—We cannot disclose the names with-* 
out the consent of the parties. 

2488. Mr. Chetty : Is it not a fact that even in cases like joint stock 
eompanies, although the balance-sheets checked by auditors are available, 
banks do not follow very liberal policy?—With your permission, I will 
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give you an instance here. A bill was drawn by a party who was said to 
be firat-class in every respect; that bill was accepted by the Exchange 
bank in India. This you will be able to see from the correspondence which 
I will read to you. It says: Messrs. F. A. of Buenos Ayres are very 
important buyers of jute goods in Buenos Ayres. The bank reference 
received about this party is given below:— 

"Virtually form part of the well known Chicago packing House. 
It is purely under American direction, though operated in 
Buenos Ayres as Argentine Limited, Co. Paid up capital 
20 Million gold dollars. In October 1928, Eeserves stood at 
gold dollars 1,446,000. Xet profit gold dollars 1,581.000. 
First class in every respect.” 

An Indian Shipper in Calcutta of very good standing sold a small 
•quantity of hessian to this party. The value of the goods was about 
£700. The terms of payment on which this party buys goods are that 
the sellers draw D/P sight bills on Buenos Ayres and the buyers make 
p.ayment at the current rate of exchange between London and Buenos 
Ayres. When the bills drawn on this party with the necessary docu¬ 
ments attached to them were presented to the Exchange banks in Calcutta 
for being discounted, the banks refused to negotiate them saying that 
they would accept only bills drawn under a confirmed letter of credit. 

Thereupon the following telegrams were exchanged between the Indian 
shipper of Calcutta and its Buenos Ayres Agent through whom the goods 
were sold: 

Despatched . . . 4th January 1930 . “ Why do you sell for terms other 

than Credit without our permission 
Refeienoe to Order 87 mus( have 
credit.” 

Received . . . 6th January 1930 . “ Reference Order No. 87 cannot alter 

condition ”. 

Received . . . Do. . . . ” Reference Order 87 we regret very 

much F. A. condition well known to 
you. Reference our letter November 
28 year 1928 to please you if abso¬ 
lutely necessary credit will be opened 
by us ”. 

Despatched . - . 7th January 1930 . “ Reference Your Telegram to-day 

open credit. Don’t sell any goods 
other than credit ”. 

Received . . . 8th January 1930 . “ Reference your Telegram to-day 

credit will be opened tomorrow. 
Shall we understand you will have 
also credit for sale to B. B. Buenoe 
Ayres also S. F. if so business im¬ 
practicable with them owing to all 
competitors sell without credit. 
Please reply immediately 

Received . . . Do. . . . “ Order 87 credit opened apply Royal 

Bank of Canada ”. 


It will be seen that the bills were drawn on a party which according to 
the bonk supplying information about its standing is first class in every 
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respect and the drawer of the bills was an Indian firm of undoubted 
standing. Besides the respectabihty and responsibility of both the drawee 
and the drawer, the banks had the additional security of the documents 
of title to the goods. The amount involved was only £700. All the 
competitors of this Indian firm are selling goods to the Buenos Ayres 
buyer without requiring any letter of credit as their standing is of the 
highest. The refusal of the banks to negotiate the documents of the 
Indian shipper in Calcutta has lowered it in tht-. estimation of the Buenos 
Ayres buyer. In this way profitable business is lost to the Indian firms. 

The following extracts from letters sent by the Indian Shipper's 
American Agent will be of interest:— 


Buenos Ayres, 7th January 1980. 

Re :—Order No. 87 a/c Messrs. P. A. A. 

. the amount involved in this transaction is so 

small t.e., £700 each month that we really can not very well understand 
the reason of your insistance in this particular order inasmuch as buyers 
are one of the largest concerns in the world. 

In any case by our yesterday’s cable we informed you that we shall 
be glad if you wish to have absolutely this credit to have same opened 
ourselves. 

Buenos Ayres, 11th January 1980. 

« « « « « 

while dealing in the matter of payment terms, I wish to draw your 
attention to our last cables over Messrs. F. A.’s orders. I have been 
much surprised with the insistance of your firm to have a credit opened 
for this order; the amount involved was so small that I did not think 
worth while spending more money in cables, and I replied that my firm 
would open the respective credit. ******* 

****** This firm would not purchase on any other terms than the 
ones already established and which are accepted by all our competitors. 

Messrs. &. P. of Buenos Ayres are important buyers of jute goods 
from Calcutta. They are only a branch house of Messrs. S. F. Paris 
whose capital is 300 million francs. This firm has also an office in 
London. The financial report received regarding their Buenos Ajflres 
branch is given below. 

In August 1929 their capital and reserve were given as Paper $38,64,000 
and profits amounted to paper $4,19,000. Dividend 6 per cent. Their 
capital and reserve now stand at paper $36,18,000. 

The firm has its own j.ute mills and is an import buyer of both 
raw jute and manufactured jute. 

An Indian shipper of good standing sold certain goods to this party. 
The terms of payment were that the seller was to draw 90 days D/A bills 
on the buyer’s London Office. When the bills for £16,000 with docu¬ 
ments attached were presented to the banks in Calcutta, they refused to 
negotiate those documents. 
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The following cables were exchanged between the Indian shipper and 
its Buenos Ayres Agent: 

Despatched ■ . . 3rd October 1929 . “ Banka refusing accept documents 

A/c S. F. on the London Office D/A 
terms therefore negotiated 
terms advise parties honour draft **. 


Despatched • 


. 4th October 1929 . 

“ Keferring our telegram yesterday" 
S. F. telegraph if may we negotiate 
balance September decuments on the 
London Office D/P or will they open 
credit on London Banks ”. 

Beceived 

• 

Do. . 

“ S. F. trying arrange tomorrow but 
expecting great difficulties ”. 

Received 


Do. . 

“ S. F. Buenos Ayres we regret very 
much refusing modify original terms 
agreed by you S. F, Paris will 
accept also your draft 90 days ”. 


In reply to an enquiry by the Indian shipper from the Exchange banks 
in Calcutta as to whether they would accept D./A. bills on S. F. London^ 
one of the banks wrote as under:— 


Your billion 8. F. London, D./A. 

In reply to yours of the 4th instant we shall be pleased to negotiate 
bills as above if drawn linder letter of credit. 

Other banks also replied in a similar manner. 

Extracts from the letters received from the Indian shipper’s Agent 
in Buenos Ayres are given below: 

Buenos Ayres, October 7th, 1929. 

On receipt of your cable of the 3rd inst. we tried to see Mr. A. 
Manager of this firm, but unfortunately we could not see him; but w* 
were sure that the matter could not be settled. We had a long interview 
with this gentleman on the 4th inst. and the only thing we have obtained 
was to get very strong remarks. 

They insisted that we carry the contract on the original terms and 
they agreed to give instructions to Paris to accept the drafts too. This 
firm is very important indeed and the capital of the Paris firm is over 300 
million francs, consequently we hope that you have been able to overcome 
the difficulties presented. 

If in the future you cannot arrange with the banks at your end to 
have your drafts negotiated on S. F. Ld., London and guaranteed by S. 
F. S. A., Paris, please advise us and we shall not sell any more to this 
fim which does not buy on any other terms, as long as they can get such 
terms from our competitors. 

Messrs. C. P. are owners of Jute mills in Santos in the Eepublic of 
Brazil. Their bank reference as received in a cable despatched by the 
.Bank at the request of the sellers is given below: 

“We are told: Milreis 5 million Eeserve Fund Milreis 7 million more 
or less, Considered good for engagements. Capital Directors very respect¬ 
able. 
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This party buys Jute. Its terms of payment are that the sellers draw 
•sight draft on the buyers and the buyers pay by a bank’s draft on London 
at the current rate of exchange between London and Santos. 

A very big Indian shipper of jute sold 2,000 bales of jute on these 
terms. The shipper then addressed the following letter to the varimis 
Exchange banks in Calcutta,— 

“The terms of payment by one of our buyers of jute in Santos is 
that he wants us to draw at sight on him. Will you please 
let us know whether you will negotiate such drafts, if so, 
what will be the difference in the rate of exchange for such 
bills and 90 days sight bills drawn imder letter of credit.” 

Copies of replies received from the Exchange banks are given below:— 

1. “In reply to the enquiry in your letter of 18th inst. a sight bill on 
S-antos would be about 1/16 higher than a 90 d/s. bill on London. It 
is not however the custom of the market to draw on Santos direct with¬ 
out letters of credit. The business is usually done through London under 
letters of credit opened by the buyers, which drafts we would be pleased 
to negotiate.” 

2. "In reply to your enquiry of the 18th instant we suggest that you 
ask your prospective buyers to put up sterling credits under which drafts 
arc payable in London at sight or usance as may be arranged”. 

3. “In reply to your letter of 18th instant, we regret that the business 
proposed would not suit us.’’ 

Subsequently one bank after some exchange of correspondence agreed 
to accept the documents. 

The shippers on enquiry from their Agents were informed that other 
parties in Calcutta sold to them on similar terms. 

2489. Chairman-. Are these all D. P. bills?—Yes. 

2490. Mr. Buckley: Mr. Chairman, may I ask that the oases the 
■witness cited just now be placed on the committee’s table with the names 
filled in confidentially for the information of the committee?—^I should 
very much like to go through the individual oases and give the explana¬ 
tion to the committee if they so desire. Witness: I cannot give the 
names of the parties without their permission. If the Chairman wants the 
name, I shall disclose it to him. 

2491. Chairman: Would you disclose the names to me confidentially 
on the condition that those should not be disclosed by me to any of my 
colleagues on the committee?—Yes. 

2492. Sir Purahoiamdae Thakurdaa: What objection have you got to 
the Chairman communicating these names to Mr. Buckley, because he 
wants to go into the question fully,?—I do not want them on record. 

2493. I do not suggest that those names should be put on record?—. 
They should not go even to the Press. 

2494. They will not be given in the printed e-vidence. A reference will 
be made about the facts which you have brought to our notice and lha 
conclusions in regard to those instances will be recorded. 

2495. Sir Purahotamdaa Thakurdaa: If Mr. Buckley wants to com¬ 
municate with banks concerned, have you any objection?—^No. 

2496. Chairman: Thank you very much for the information. 
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WHne»»: I will send you the names later on. That is our experience 
in the case of jute business. In India we get bills— ^D.-P. documents— 
and the banks in London refuse to accept them. 

2497. Mt. Buckley: Can you give the names confidentially ?—Yes, I 
can give you these names also. 

2498. Chairman : You say that the Exchange banks are concerned only 
with the export and import trade whilst the resources of the indigenous 
banks are insufficient for the purpose of the internal trade. May I take 
it therefore that there is no point in the complaint that is sometimes made 
that Exchange banks are competing with the indigenous banks in regard 
to the financing of internal trade and that if the Exchange banks enter; 
this field, it will be to the advantage of the internal trade seeing that the 
resources of the indigenous banks engaged in the financing of that trade 
are, according to your statement, insufficient for the purpose?—If 
the Exchange banks enter this field, the Indian merchants will have to 
bid good bye to the internal trade. 

2499. You say that many small industries have got to pay interest as- 
high as 24 per cent., even when they borrow on the security of their assets. 
Will you tell the committee what banking agencies you are referring to?— 
Indigenous bankers and money-lenders. 

2500. Sir Purahotamdas Thakurdas: Why is 24 per cent, paid? Is 
there not competition between the Imperial Bank or any other bank.— 
Bigger industries get help from the banks and the smaller industries do 
not get help from the banks. Therefore they have to go to the indigenous 
bankers j 

2501. Irrespective of the soundness of the industry, they have to pay 
the high interest of 24 per cent.?—Yes. 

2502. What sort of industries you have in mind?—Coal. 

Do you call that industry a small one?—I mean a man of smaller 
standing undertaking that industry. Then, we have in mind leather in¬ 
dustry, Oil mills, rice mills and tea gardens. 

2503. These are not small industries. But perhaps you mean a mart 
of lower credit undertakes these industries?—Not of lower credit but vfith 
lower means. 

2504. Chairman: You say that many merchants in the upcoimtry 
centres have ample security to offer but still cannot obtain any loan. 
May I take it that you are referring to merchants trading in the products 
of indigenous industries?—Produce of the land, such as cotton, ’ute, etc. 

2505. Will you kindly explain what you mean by ample security?— 
They have got goods to mortgage and house property, etc., but still they 
find it difficult to get these facilities. There may not be a demand for 
a certain quantity.—They require capital and they cannot hold on the 
goods. 

2506. Why can they not hold on?—I may give the case of jute. For 
this we have no storing arrangements available in the up-country. This 
]ute is, therefore, necessary to be exported out of India or sold to mills. 

2507. When you are referring to lack of financial facilities are you 
referring to facilities by joint stock banks or facilities by other indigenous 

bankers?_I am referring only to the financial facilities. The facilities 

given by those classes of people who can afford to give such facilities. 
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2508. Can you tell the oommittee what in your opinion are the reasona 
fpr this insufiBciency erf financial facilities?—If thosft merchants who are 
connected with the upoountry merchants were able to get financial faci¬ 
lities, they would be able to give or extend those facilities there. 

2509. You say that foreign Exchange banks finance industries under 
European control to a small extent. Can you tell the committee what 
industries you are referring to and what kind of assistance the Exchange 
banks give to such industries?—Jute mills. They get cash credits against 
stock. 

2510. Do you mean to say that jute mills under European control get 
cash credits whereas Indian mills do not get?—I do not say so. We say 
those under European control get such facilities in the beginning. 

2511. That does not help your statement. You say “foreign Exchange 
banks finance industries under European control to a small extent’’.—Yes, 
we say that some of them are doing. 

2512. These foreign Exchange banks do not give similar facilities to- 
jute mills under Indian control?—^We cannot reply to that question, be¬ 
cause we have not got any experience. 

2513. You have made a statement to that effect and now you say 
that you have no experience. 

2514. Chairman: You say that the staff of the banks do nut possess 
adequate industrial and commercial knowledge and cannot judge whether 
a concern is intrinsically sound or not, and that the financing of industries 
to any great extent by existing banks is not possible. It has been pointed 
out by one prominent Chamber that banks are not faced with such difficulty 
at all and if industrial concerns furnish the banks with their balance sheets, 
it will not be difficult at all for hanks to obtain a correct knowledge of 
the financial position of the concerns for purposes of advances and that if 
necessary,, banks could always employ technical experts for valuation, 
purposes. Have you anything to say on this suggestion?—^We have already 
said that the only financial facilities available to industrial concerns is in 
the form of working capital and the banks advance money against security 
of stocks, but for other purposes b.anks are not in a position to finance 
because they are asked to maintain their resources in liquid forms. There¬ 
fore it is that we have suggested the formation of an industrial b-mk to 
provide facilities for industrial concerns. 

2515. You are talking here only about the finances required for block 
and not the finances required for working purposes. Is that not so-’—We 
are not restricting the activities of the Industrial Bank for providing credit 
for block only, but for meeting their current requirements also. 

2516. But you know their eiurent requirements are being met by the 
existing banks, then why is it you want the Industrial Bank to pro-vide 
facilities for current requirements as well?—If that could be done, more 
industries would spring up in the country. 

2517. You say that the Industrial Bank should have on its directorate 
prominent Indian businessmen drawn from all classes. Can you always 
ensure in a directorate elected by shareholders that men of the qualifica¬ 
tions you suggest are chosen? If not, can you suggest any moans of 
securing a qualified directorate for the Industrial Bank?—There is the 
Federation of the Indian Chambers of Commerce who can always givfr 
advice in these matters. 
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2518. Sir PurshotamdaB Thakurdas ; What have they got to do with the 
floating of an industrial bank?—They could suggest a few names from 
which Government might pick out the required Directorate. 

2519. Don’t you think that if a company is floated its directors are 
generally elected by its own shareholders?—^In a few cases some outside 
agencies can also nominate a few directors. 

2520. Chairman: I quite understand your point, of Government appoint¬ 
ing a few directors of their own to look after the interests of the taxpayers. 
Apart from that, for the remaining number of directors, it may be difficult 
to insist on the suggestions which you have made with regard to their 
qualifications?—^We don’t lay down any hard and fast rule in j*egard to 
this. If Government took the advice of the Federation of Indian Cliambers, 
it would be better. 

2521. But apart from those representatives of Government on the 
directorate you don’t see any practical way of giving effect to your suggestion 
that there should be on the directorate prominent Indian businessmen drawn 
from all classes. Realising the difficulty as you do now, you would leave 
it to the shareholders to make their choice?—Yes. 

2522. You suggiest that the initial capital of the bank should be Es. 10 
crores. The Committee have been told by one witness that a capital of 
Es. 8 crores will be sufficient at the outset and may later be increased 
to Es. 5 crores. Another banker has stated in his evidence that the cap'ital 
of the Industrial Bank may be fixed at Es. 50 lakhs to start with and 
may be gradually increased as required. Will you kindly tell the Committee 
what your limit of Es. 10 crores is based on?—We think that Es. 50 lakhs 
is too small a sum for an industrial bank to begin with, because it may 
have to issue debentures or under-write shares, but in that case the 
capital of the concern will be too small as a security against debentures, 
but we do not propose that the whole of Es. 10 crores should be issued 
in the first instance. It may be started, say, with Es. 2 crores and after¬ 
wards when necessity arises, more shares may be issued. 

2528. You said that the capital of the Industrial Bank will be the 
security against debentures and that is one of the reasons why you want a 
large capital to start with. Is it really your intention that the capital of the 
bank should be the security against the debentures issued by it?—It is not 
exactly so, but the investor in these debentures will have an additional 
security. 

2524. Is the investor concerned with the capital of the bank or with 
the guarantee of Government?—Government guarantee is only on interest 
and not on capital. 

2525. Your idea is that Government should guarantee only the interest 
on the share capital and not the debentures?—^Yes. 

2526. You say, that the proposed Industrial Bank should confine itself 
to taking time deposits only. One prominent banker has suggested that 
time deposits should, in order to avoid competition with joint stock banks, 
be limited to deposits for not less than three years. Would you approve of 
any such restriction?—^Industrial banks should not only accept long term 
deposits, but they should accept short dated deposits like, 3, 6, and 12 
months’s duration. 

2527. Then how will you regulate these time-deposits? You say these 
deposits should not be utilised for the investments in block?—^That is a 
matter of detail which our Committee did not feel it necessary to go into. 



2528. Do you contemplate that tlie Induatarial Bank proposed by you 
should be authorised to issue debentures. If so will you kindly tell tiie 
Committee whether in your opinion the«interest on such debentures s&ould 
be guaranteed by Government?—^We have already answered the point. 
The answer to the first part of the question is ‘yes’ and the second 
part ‘no’. 

2529. You say that the Central currency authority should issue fresh 
currency whenevo’’ required on the security of trade bills to the e.xtent 
suggested by you elsewhere. I suppose you are referring to your suggestion 
in your prefatory note that provision should be made to enable notes being 
issued by the. Reset— Bank to the extent of 25 per cent, of the total notr 
issue on the security 'f first class commercial bills. Will you kindly tell 
the Committee wnat you mean by first class commercial paper? Wil* 
not advances of Industrial Banka be for long term and can bills held against 
those advances be considered to be quick assets?—We have already mado 
our position quite clear in our memoranda. 

2530. You are really referring to ‘Credit’ and not ‘Currency’. Is that 
not so?—^Tes. 

:j 531. Could you explain to ug what exactly you mean by 'first clasB 
commercial paper’?—They are bills drawn against actual transaction of 
goods against which banks are allowed to issue currency to a certain 
extent. I am talking of genuine trade bills. 

2582. You refer to the high penalty charged by the Exchange baniCB 
for late completion of exenange contracts. Can you explain your p...:nt a 
little more fully?—We have explained it sufficiently in our memorandum. 
The penalty of 1/32 penny per week works out nearly to 1/5 per cent, 
per week. 

2533. We do not know much about these transactions and we should 
be obliged for your giving detailed information on this point?—In the case 
of imports, suppose the contract for a shipment is to be completed in the 
month of April, but the goods might arrive late. The exchange contract 
will anyhow have to be completed by then. If the bills arc not delivered 
within that period the Exchange banks charge certain penalty, which we 
consider rather high. 

2534. Sir Purshotamdas Thalcurdae: Your complaint is only that the 
penalty is too high and not that there should no penalty at all?—Yes. 

2535. Do you know what the penalties charged in other countries 
are?—We have not made enquiries about that. 

2536. Then what would you think to be a fair rate of penalty?—It 
can be determined by the Committee, but we have only placed the facts 
before you so that you can arrive at your own conclusions. 

2537. Mr. Manu Subedar: Is it not a fact that the Exchange Bank? 
are not always prejudiced by the non-fulfilment of your contract?—We 
cannot say, but we think that it is only a question of interest. 

2538. Mr. BucMey: You have dealt correctly with the penalty for 
exports. May I however correct your statement as regards the penalty 
for imports which is l/32d. per month and not l/32d. per week as stated 
by you. The latter was the rate some time ago and is still the rate for 
the late delivery of sterling sales made by banks, I'.e., purely T. T. ami on 
demand mercantile remittances. Though the penalty for late delivery 
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of sterling sales made by banks in respect of bazaar imports is l/32d. 
per month owing to existing market conditions the bazaar importer can 
at present have his contract extended without penalty. I quite see that 
you have given the rate of penalty prevailing when you wrote this memo¬ 
randum, presumably, last year?—^We have no personal experience about 
those pc'iialtic.s. but (he attention of the Chamber was drawn to this by 
a member who is dealing in import business. If the Committee is 
anxious to get further details on the subject we shall be glad to submit a 
separate memorandum on the subject. 

2539. Chairman: Mr. Buckley, do you take any steps to publish your 
rules in.regard to these changes in the penalty rates, etc.?—No. 

2540. Sir Purshoiamdas Thakurdas : As a matter of fact, I know out 
of personal experience, that those rules are a close preserve of the Exchange 
Banks. They don’t puhlish them in any way and they quote their own 
penalty rates. 

2541. Mr. Rushforih : Might T clear the position. So far as my ex¬ 
perience goes, relevant extracts from the rules giving the changes m the 
rate.s arc often supplied to merchants. That is my recollection. 

2542. Mr. Bucklcij: But I can assure you or anybody that these rules 
are supplied to anybody who asked for them. But you have never asked 
for them till now, have you (to witness)?—Do you want us to keep a 
standing application with you for these things? 

2543. Chairman: Are these changes at least notified on the premises 
of the Exchange Banks? 

Mr. Buckley : That is not the practice. 

2544. Chairman: You refer to certain existing bonded warehouses in 
(,\a]cutta. Are they Covernraent warehouses or private warehouses?— 
Both Tort Trust and priyate, but not Government. 

2545. You have also referred to certain defects in the working of those 
warehouses. Can you suggest any ways by which those defects can be 
removed?—This is for the Committee to go into. We want more facilities 
than exist at present; they will help trade very much. 

2546. Y’^ou have no suggestions to make in the matter?—No. 

2547. But what about the charges? Do you want that they should be 
absolutely abolished?—No, we want the charges to be reasonable. 

2548. Dr. Hyder: Have you anything to say about the dutiable goods? 
Do you think that duty should be paid before they are brought to the 
bonded warehouses or only when they are issued from those warehouses?— 
In certain cases the duty is paid before the goods are brought in; in 
others, when thea- are issued. There is no uniform practice. 

2549. Dr. Hyder: What are those other articles which are taken into 
the bonded warehoiises on which the duty is levied only when iihey are 
issued from the warehouses?—We have no personal experience of it, but 
we can make enquiries. 

2550. Do you know if salt is one of those articles?—My experiencft 
being limited I am unable to say. 

2551. Chairman: I want to know if you have any suggestions to make 
by which these defects in the existing warehouses may bo removed. If 
you cannot answer now and if it is possible for you to give us information 
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lifter consulting your members, we shall be glad?—We shall be glad to 
collect the information for the use of the Committee. 

2552. You say that the charges of the bonded warehouses in Calcutta 
are very high. Can you tell the Committee to what reasons you ascribe 
these high rates?—In the case of private warehouses, the reason is obvious; 
their object is to make as much profit as possible. 

2553. Sir PuTshotamdas Thakurdas: To what extent are they high?— 
We liave not gone fully into this question, but we can supply the informa¬ 
tion after making enquiries. 

2554. I’he Bengal Provincial Banking Enquiry Committee has suggested 
that the aratdara who are found in large numbers in many trade centres 
in the inofussil and in Calcutta are doing warehousing with their own 
staff and should be encouraged to make the necessary alterations to their 
existing warehouses and convert them into licensed warehouses. Can you 
tell the Committee your views on this suggestion?—If the banks are 
prepared to lend against the security of receipts, then certainly warehousing 
conditions will improve. 

2555. You say that tlie attitude of the Exchange banks towards the 
Indian business is not as sympathetic as it ought to be. It lias been 
pointed out that the Exchange banks are always prepared to put through 
.any business projiosition and the difficulty in regard to Indian business 
houses is that they are unable to provide the Exchange banks with balance 
sheets indicating their business and their correct financial position. Have 
you anything to sny on this suggestion? You have ahead) given us so’-nc 
facts. Perhaps you do not want to supplement those facts?—We have 
referred to the question of credits. We have said in our memorandum that 
merchants are required to deposit considerable margins in order to open 
their credits. But from enquiries made in other countries, we find that 
BO such margins are necessary. I will here read telegrams received from 
Buenos Aires, New York and Sydney: — 

Buenos Aires, 15th March 1930. —“Please inform what margin banks 
in your country require from first class firms for opening credits 
against imports. Information required for Indian Ba.nking 
Committee.’’ 

Eeply received. —"Banlcs here not requiring margin for opening 
credit. ’’ 

'New York. —“Please inform what margin banks in your country 
require from first class firms like Bemis for opening credits 
against imports. Information required for Indian Banking 
Committee. ’’ 

Reply received. —“Replying your DLT. No margin required.’’ 

Sydney, loth March 1930. —“Please inform what margin banks in 
your country require from first class firms for opening credits 
against imports. Information required for Indian Banking 
Committee. ’’ 

Reply received. —“Referring yours 15th. No margin is required from 
'1st class firms.’’ 

As regards bank references, as I have already said, it is a vetyr 
important matter to those merchants who are engaged in the external trade 
of the country. It has been brought to the notice of our Chamber that 
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In the case of some Indian fiirms, the bank references supplied are not 
satisfactory or are grudgingly supplied by the Exchange banks I am. 
citing a case to show the difference in the treatment given to European 
houses and Indian commercial houses:—“Messrs. A. D. C. was an 
European firm doing export business in Calcutta. An Indian gunny 
merchant tendered a Mate’s receipt against a sale made by him to this firm.. 
The firm paid a cheque for it which was dishonoured. It was found that 
the firm negotiated the Mate’s receipt with a bank and drew its value wbieb 
they misappropriated to some other purpose. The Indian merchant had 
to settle the claim at about 8 annas in the rupee being unable to realise 
the full amount as A. D. C. went into liquidation’’. This happened ouly 
lust year. 

The Managing Director of the firm immediately thereafter started 
business in his own name. The name of the firm is J. H. & Co., Ltd. The 
firm has practically no resources at its command. It is our information 
that in spite of this fact the firm is not experiencing any difficulty in 
carrying on export business. We made enquiries in America as to the- 
sort of reference the Calcutta banks supply about this firm to the over¬ 
seas buyers, and are informed that the party is reported to be good for 
ordinary engagements. The antecedents of the person concerned are not 
mentioned. 

Ii;. contrast to this we would like to cite the instance of a first class 
Indian firm. On making enquiries we learn that the banks from Calcutta, 
advise foreign parties to exercise certain amount of caution in making 
contracts with that firm. 

2556. Would you give me names, of course confidentially, for the use 
of the Committee so that we might pursue the matter further?—The pro¬ 
prietor of the firm was very reluctant to disclose this information, but the- 
Chamber has requested him to do so because, in the opinion of our 
Chamber, that would help the Committee in arriving at right conclusions. 

2557. We are much obliged to your Chamber for their help. In India, 
how do you know a first class firm from a second class firm w'ithout 
balance sheets?—The banks make enquiries: before they enter into any 
transactions. I do not think there is any lack of information. 

2558. Sir Purshotamdaa Thakurdaa: In the particular case that you 
have just cited, was the Indian company in a position to supply their 
balance sheet?—In fact they send their balance sheets to all the e.-cchange 
banks. 

2559. In that particular case, did they send one?—Yes. 

2560. The Committee understand that there are a few Indian banks- 
who do foreign exchange business though on a small scale. Will you 
kindly tell the Committee what margin is required to be deposited for 
opening credits?—I have never come across a single Indian bank which 
does this sort of business. I have been dealing in exchange on a large 
scale and I therefore know that the business done by the Indian banks- 
is negligible for all practical purposes. 

2561. You say that some of the Exchange banks will not make an 
advance against the security of goods held by them in case Indian uiercrianta- 
w'ant time to take delivery of the imported goods. In the memorandum 
furnished by the British Members of the Associated Exchange Banks it 
is stated that importers in India in the majority of cases pay the import 
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tills by means of loans granted by the Exchange Banhs who finance the. 
bills against a margin of 20 per cent, of the value of the goods plus all 
import charges with interest at Imperial Bank rate. They report that 
goods taken delivery of by the importers from such loan account are either 
sold for cash or on credit of from two to four months with interest at 
6 per cent, or more per annum to dealers. Can you reconcile your com¬ 
plaint with this statement?—We have also said in our memorandum that 
in order to help the import of piecegoods certain facilities are being given 
to the merchants engaged in that trade. If the Exchange banks will 
kindly supply the Committee with the names of the parties and the nature 
of the commodities on which such advances are made, then the Committee 
will perhaps be able to understand this point thoroughly. 

2562. You say that a London party is always considered safe whatever 
its means. Have any grounds for making such a statement? It may 
be quite possible for you to indicate to us an instance where a London party 
without any stability was considered safe enough for business by Exchange 
hanlfs. You have given us a case where an Indian firm, though its fiuencial 
position was quite sound, was not considered safe by the Exchange bfuiks 
for their purposes. But you have not produced any facts before us to 
substantiate in full your statements. But if you want to leave it at 
that, I do not wish to pursue the matter further. If you have more 
concrete examples, the Committee would be glad to have them?T—1 have 
already cited to you one instance. 

2563. You have got no more cases to cite?—Many cases may be cited, 
fjlit it is difficult to get the permission of the merchants to disclose it. 

2564. You say that in the case of some Indian firms satisfactory 
references are not supplied by the Calcutta banks to the overseas merchants, 
l^ave you any evidence to show that bank references for Indians given by 
banks in India are not equally as good as those given by them for Euro¬ 
peans of 8i^^ilar financial standing ?—^I have given one concrete case tci the 
Committee. 

2565. You say that European bank managers in Calcutta readily believe 
rumours about the impending failure of Indian firms even when they have 
aipple proof to the contrary. Can you give any facts to justify your cpip- 
plaint?—The Committee of our Chamber have certain facts leefore tl^^pa 
but we are not prepared to disclose names. 

2566. You say that the Imperial Bank has been restrained by statute 
freun competing with Exchange banks while its competition with the 
indigenous jcirit-stoek banks is unrestricted. Is not the restriction on the 
exchange business, of the Imperial Bank due to the fact that the Imperial 
Bank is entrusted with the balances of Government and that the bank’s 
entrance into the field of exchange will endanger the safety of Government 
balances?—In our opinion there is no danger. We have only to consider 
the present position of the Exchange banks and the profits that they have 
been earning, to realise how very^ paying exchange business is. One of 
the Exchange banks has recently spent a large amount of money in building 
a huge house in Calcutta; they seem to have done very well. 

2567. Mr. Buckley : Do you not think that it would be unfair for a 
bank entrusted with funds which cost them nothing to be allowed to 
compete with Exchange banks which have to pay about 4 per cent, per 
apnum? Would nnt such a bank be in a position to underquote any other 
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Exchange banks?—^We do not think that there is any harm in the 
Imperial Bank competing with Exchange banks. 

2568. That is not an answer to my question. 

Chairman: Mr. Buckley’s point is that it would be unfair to the 
Exchange banks if the Imperial Bank, with the privilege that it at present 
enjoys of free Government balances, were allowed to compete with the 
Exchange banks which do not possess that privilege. Do you admit the 
unfairness of the proposition?—We do not see there is any unfairness in 
that; in our opinion it will be- in the best interests of the country for the 
Imperial Bank to come into the field. 

2.569. Mr. Buckley’s point was, would it not be unfair to the Exchange 
banks?—We think that it is unfair on the part of Government not to 
allow the Imperial Bank to carry on exchange business. 

2570. Mr. Chetty: If it is unfair on the part of the Imperial Bank, with 
huge Government balances, to compete with foreign Exchange banks, is 
it not still more unfair that the Imperial Bank should be allowed to 
compete with Indian commercial banks in the country?—It is still more 
unfair for the Exchange banks, with their vastly greater funds, to mono¬ 
polise exchange business. 

2571. Chairman: I must end up by saying that you have not attempted 
to answer the particular question asked by Mr. Buckley, namely, would 
the arrangement be fair or unfair to the exchange banks?—I have already 
expressed my opinion. 

2572. So you do not want to answer the question?—I have answered 
it. 

2573. Excuse me, you have not. You have only said that the arrange¬ 
ment would have been uirfair to the people of this cormtry.—From the 
point of view of the Exchange banks it would have been unfair. 

2574. You say that the Imperial Bank is unresti-icted in its competition 
with the Indian joint-stock banks. Are you aware that there are various 
restrictions on the internal business of the Imperial Bank such as res¬ 
triction of advances to two-name paper; prohibition from granting advances 
for a longer period than six months or on immovable property; and pro¬ 
hibition from granting unsecured advances in excess of certain limits?— 
The ordinary joint-stock banks have to worry about cash balances while 
the Imperial Bank has no such worry. 

2575. Then do you mean to say that though I’estrictions are not there 
on paper, in the interests of sound banking, they have to adopt those 
restrictions?—Yes, sound banking under the present circumstances. 

2576. Mr. Chetty: The competition of the Imperial Bank with the 
Indian joint-stock banks is very unfair; the Imperial Bank has got free 
balances. When the Imperial Bank Act was framed, Government took 
care to protect the interests of the foreign banks and neglected those of 
the indigenous banks?—That is exactly w'hat I have been trying to say all 
this time. 

2577. Chairman: You say that the Imperial Bank should be asked to 
slop opening any further branches in the country and th.at the field of 
banking facilities should be left open to indigenous joint-stock banks. What 
objection have you got to the Imperial Bank opening branches at places 
where there are no banking facilities existing at present? If the Imperial 
Bank is prohibited from opening branches even at these places, what 
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guaiantcc is there that the joint-stock banks will open branches and extend^ 
banking facilities at those places? You have already discussed this matter^ 
at some length; perhaps there is nothing more to be added. 

2578. You say that the Imperial Bank should be required to opeu' 
branches at foreign centres and you also realise the possibility of the; 
Imperial Bank incurring some losses in the initial stages. The object of" 
your proposal is to open a profitable line of business to Indian merchants.^ 
Will that in your opinion justify the imposition of a tax on the general 
taxpayer which your proposal to compensate the Imperial Bank for the 
initial losses involved?—I have already shown that the advantage to the 
Indian trading community will be tremendous if the Imperial Bank and 
other joint-stock banks are engaged in the foreign export trade. Further, 
the benefit that will accrue to the community in general will more than 
counterbalance any tax that may have to be imposed on the general tax¬ 
payer. 

2570. Chairman: The people who would get the benefit to start with is 
the mercantile community and I take it that the Indian mercantile com- 
munity will not object to paying extra taxes for this particular purpose?—^ 
There may be some losses in the beginning, but nC't much. 

2580. If an estimate of the losses was prepared and it was found td 
be a fairly big figure and it became necessary to impose taxation, the 
mercantile community would not object to paying such extra taxes?—They 
are paying taxes to Government. 

2581. You say that the Chamber is not opposed to the audit and exam¬ 
ination of bank accounts by examiners, if that is calculated to inspire more, 
confidence among the shareholders and the investing public. What the 
Committee want is your opinion whether such audit and examination would ' 
inspire confidence among the shareholders and the investing public?—That 
will depend upon the way in which the department is run and the outlook 
of the Government responsible for creating that department. If the exam¬ 
ination is carried out with a view to helping the Indian banks to develop 
and guard them against possible pitfalls, it would create confidence, but. 
if it is carried out simply with a view to finding their faults and laying 
them before the public, that makes all the difference. 

2582. But the result of all examination is bound to disclose some mis¬ 
takes in working. Naturally if they are revealed, the bank management- 
will attempt to tighten up its procedure and that itself would go lo 
strengthen the public confidence. So I cannot understand the point of yo'ar 
observation. The person who conducts audit and examination will bring 
out all defects in an absolute and unbiassed manner. The bank manage¬ 
ment wiil then tighten up its arrangement, so that the public will see that 
people are reforming their methods. If, on the other hand, they do noth¬ 
ing, the public confidence will to some extent be diminished ?—The depart¬ 
ment of Federal Eeserve Bank which is responsible for such things is a 
sort of friend, philosopher and guide to the member banks. If we could 
have such sort of help, we have no objection. 

2588. Your point is that you would prefer that the audit and examina¬ 
tion should be done by examiners working under the Eeserve Bank of 
India when it comes into existence?—Yes, and if it is managed by popular 
representativuB. 

2584. The question of popular representatives would open the door_ 
to all sorts of criticism. What may be popular to you may not be popular 
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tiOH. Here the point is if a Reserve Bank is established, you would like 
to have the audit and examination done by officers employed bv the Reserve 
Bank.—Yes. 

2585. You say that the word ‘bank’ should be restricted to institutions 
having a paid-up capital and reserve amounting to not less than 10 lakhs of 
rupees and that the smaller companies may^use the word ‘loan offices’ as in 
Bengal. Woula you ten the Committee what is the object of this pro¬ 
posal?—The word ‘bank’ has got some prestige and glamour about it. 

2586. Then, for the purpose of prestige and glamour, would you impost 
the Same restriction in regard to the capital of an indigenous banker who 
will be brought, according to your ideas, within the future banking organi¬ 
sation of India, because in his ease too, prestige and glamour is required?— 
He does not call himself a bank. 

2587. But he will perform according to your views all the functions 

a bank. The indigenous banker also should have a certain amount .^f 
capital, before he can be brought within the scheme of the future banking 
organisation of India?—Only an institution which calls itself a bank should 
have these restrictions. 

2588. Would you please tell the Committee whether you propose any 
restrictions to be placed on the smaller companies similar to those you 
suggest in the case of the larger companies using the name ‘bank’? From 
what you told mo now, you apparently do not?—I have only mentioned 
about capital. 

2589. You want additional provisions and you do not want any restric¬ 
tions to be put on them in regard to capital, but now we come to the 
other things?—They may be applied to the ‘loan offices’ also. 

2690, Do you propose to bring the ‘loan offices’ within the future 
organisation of banking in India, i.e., will they be linked up with the 
Rese’i'e Bank?—Yes, if they want to become members. 

2591. Irrespective of their capital?—We can lay down a certain minimum 
capital in the case of Shroffs, etc. 

2592. Th.at is, you would favour the idea of laying down a certain 
minimum capital in regard to loan companies and indisrenous banker? 
who want to enter the future organisation of banking in India; it need not 
be ten lakhs?—Yes. 

2593. Would you kindly explain how you propose to link up these 
smaller companies with the larger banks mid other banking agencies in 
India? As I understand you, you do contemplate that they should be 
link-jd up, but you have not at all thought about the details?—They may 
become members of the Reserve Bank system. 

2594. Have you anything to add to your answer in reply to this part 
of the question?—Notliing, 

2595. You say that the power to issue, renew and cancel licenses to 
foreign banks should be invested in the Standing Finance Committee of 
the Government of India. Are you aware that this is not a statutory body, 
but is constituted only under the orders of Government with certain speci¬ 
fic functions of an advisory char.aetei-y—These functions may be included 
in them. 

2596. Therefore, in regard to these functions they would be an advisory 
bpdy ?—Yes. 
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2597. Str Furshotamdaa Tkakurdaa: By ‘Standing Finance Committed 
-of the Government of India’ I presume yon refer to the Standing Finance 
"Committee of the Legislative Assembly?—Yes. 

2598. Do you know that this body is elected from year to year and 
■the personnel on it may change from year to year?—Then we can have 
a separate body. We only suggested this as a tentative measure. 

2599. In view of what 1 have said, have you any modification to 
suggest?—In other countries this power is vested in the Finance Member, 
but a.i we have stated in the memorandum under present circumstances 
in India Government is not responsible to popular will and therefore we 
would like to entrust this work to the Standing Finance Committee. If 
this Committee would change from year to year, a separate body may be 
created for this purpose. 

26(X). Chairman: But you realize that its functions would be purely 
advisory. My point is this: If the Finance Member does not accept the 
advice of the Committee, there is nothing to check him or prevent him- 
The real safeguard in these matters even under presonu conditions v.’ould 
lie in other directions. You may not have probably thought about them 
and therefore you adhere to this proposition?—^We have modified it to 
this extent, viz., that if the Standing Finance Committee is not found 
suitable in view of the information given, a separate body may be created 
for the purpose. 

2601. For advising the Finance Member in regard to the granting of 
these licenses?—Yea. 

2602. You say that the foreign banks should maintain an investment in 
Indian trustee securities to the extent of 25 per cent of their total UabU 
lity in India. By enforcing a compulsory investment in Indian securities 
would you not be diminishing the resources available for the foreign trade 
of India?—The Government security is a sort of asset on the security of 
which money can be had at any time the Bank likes and therefore if they 
'find it profitable to have more capital, they can have it on that security. 
Wu would like to give an Instance. When there was a serious crisis Itt 
the Bank of Taiwan (a Japanese Bank) the Japanese Governinent oftme 
to the help of the Bank and the ;pank was able to make payments to its 
depositors in Indis. If the Japanese Government had not come to its 
Ibslp, the depositors in India would have lost their money. 

2608. Let me understand this clearly. These securities will be avail 
■able to the foreign Exchange Banks for the purpose of obtaining advances, 
because you say they can always get money on these securities ?—It was a 
■mistake on my part to have said that. 

2604. Therefore you have not answered my initial question?—All our 
recommendations should be ^ken together. We said that steps should 
be taken to encourage Indian nanks to deal with Exchange business. If the 
banks begin to engage in business, ample facililies would be forthcoming. 

2605. Even if there is a temporary inconvenience to trade and industry, 
that must be faced in view of the advantages to come in the future? Yes, 
by the establishment of Indian Exchange banks. 

2606. You say that the balance sheets of banks should contain more 
information than what they contain at present. Could you tel! the Coin- 
mittee what additional information you want?—The particulars given in 
the balance sheets of banks at present are not intelligible and they do not 
give a correct idea of the position of the banks. 
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2607. I take it you have no specific proposals to make in this connec¬ 
tion—None at present, 

2008. Sir Hugh Cocke: I think it was said that Indians were reluctant 
to place their balance sheets before bankers. Do you think that is really 
so in Bengal? Assuming that there is an audited balance sheet, would 
an Indian firm be reluctant to take it to a banker when he wants money 
to he advanced ?—What we said was that there is a certain amount of 
prejudice and the firms think it derogatory to their position. 

2009. In many cases I presume there would not be any audited balance 
shoot available, but only a domestic balance sheet?—Yes. 

2610. Mr. Euahiorth: You mentioned once or twice about the banking 
system of Australia. You are aware that some time ago there were con¬ 
siderable difliciikies in trading with Australia owing to the difficulty o£ 
the Australian banks not getting credit in London. Do you consider that 
that was in any way due to a defect in the Australian Banking systen??— 
That was a temporary phase owing to their imports being larger than the 
exports. The prices of wool, wheat, etc., exported from Australia went, 
down considerably and the Australian Government wanted to restrict as 
much as possible of their imports. 

2611. You do not think that indicated any defect in the Banking system 
of Australia?—No. 

2612. As a matter of fact, has that difficulty disappeared recently?— 
The Australian Government are taking steps to meet the situation and 
there have been considerable shipments of gold from Australia to England. 
Recently one of the directors of the Bank of England had been to Australia 
to study the situation, and we get credits now. 

2613. Suppose you had prohibition of deposits to begin with. I take 
it that most of these deposits would be transferred to the Imperial Bank 
and you want the Imperial Bank to do exchange business and you also 
want to give Government assistance to them for the purpose?—That is 
so. 

2614. Don’t you think there is the possibility of transferring the 
monopoly from, say, 13 or 14 banks to a single bank?—No, we have said 
that ether banks also should be encouraged. But the Imperial Bank has 
got certain amount of prestige. If therefore it starts branches in foreign 
countries, it would be able to carry on business with greater facilities, but 
tile other joint-stock banks who start branches in foreign centres woidd find 
it difficult to carry on, because they would not get the same amount of 
co-operation or help from the bonkers there as the Imperial Bank would 
be getting. But once the Imperial Bank is firmly established there, the 
other banks can follow suit. 

2615. The assumption that they will get that co-operation is some¬ 
what doubtful. I want you further to explain your statement that one© 
the Imperial Bank is firmly established in this business, presumably by 
being able to offer facilities as cheap as those provided at present, the other 
bank's will easily follow suit. I cannot quite see the point.—The sort of 
prejudice which is there at present against Indian banks would have been 
removed and the banks would find it possible to establish themselves. 

2616. Do you think that the small amount of business that the Indian 
Exchange banks do now is due to prejudice or to their inability to offer y^ 
the same terms?—^It is due to their inability to secure business, because tna 
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success of an exchange bank depends upon its two-side flow of funds^ 
It pays bill on London, while the London office pays bills on India, (here- 
fore the balances are set off against each other. 

2617. In other words it depends on the merchants?—No, it would be 
difficult for them to succeed in the business. 

2618. It would be difficult for them, because they have not got sterling 
facilities in London?—^It is a sort of vicious circle. The share of Indian 
merchants is about 15 per cent, in the whole trade and no European 
merchants would go to an Indian bank to discount their bills, etc. There* 
fore the Indians cannot keep the bank fully supplied and the circle has to> 
be broken. 

2619. That i? anotber point I was coming to. Suppose you transfer alt 
your deposits to the Imperial Bank to begin with and you also give them. 
Government assistance in order to allow them really to compete with the 
Exchange banks: that means they would have to narrow the margin at 
which ^ey were working. Would not the result be that they would im- 
mediat«y take on all the existing business and give preference to the old* 
established firms. There is no reason to suggest that they are going to 
take risks in business that does not appear to be profitable to the Exchange 
banks or Indian banks.—I have proved to the Committee that it is not 
a question of risk. 

2620. It seems to me that what you are proposing will result inevitably 
in additional charges somewhere, or else Government must be prepared 
to subsidise the Imperial Bank indefinitely, or you are working towards 
a monopoly of the Imperial Bank or, alternatively, you are going (o increase 
the cost of financing the foreign trade. Are you prepared to pay for that 
temporarily ?—Yes. 

262J. But you would not approve of giving the Imperial Bank a mono¬ 
poly in foreign trade?—We never suggested that the Imperial Bank should 
be given a monopoly, but we said that a beginning should be made with 
the Imperial Bank, because in that there are certain advantages. 

2622. So what subsidy should be given to the Imperial Bank would 
have to be carefully considered.—^We do not think there would be any 
necessity for the Imperial Bank to be given any subsidy. 

2623. Perhaps other banks would have started if they could have don® 
it. They have tried to doit, but found that it is not a paying proposition?— 
I have mentioned the difficulties of Indian banks, while the foreign banks 
do not find any difficulties. 

2624. But you have not explained how your restrictions in India are 
going to improve the facilities that the other banks require, which are 
largely facilities for cheap finance and co-operation in London?—^I think 
I have made that quite clear. There is a certain amount of prejudice at 
present against Indian merchants. 

2625. How are you going to remove that prejudice?—By bringing Indian 
banks into the field; we do not want a monopoly by non-Indian banks. 

2626. Would it not be a simpler proposition, then, to sav that any 
Indian bank wishing to do exchange business should be subsidised?—W”® 
have said that, if necessary, the Imperial Bank should be subsidised. 

2627. Why the Imperial Bank instead of the Central? -There are some- 
advantages; there is some prestige attached to the name of the Imperial' 

Bank. 



2628. That means the Imperial Bank will get an additional 60 crores 

rupees to do exchange business. Why not extend your proposition of 

the subsidy to other Indian joint-stock banks in order to enable them to 
do exchange business?—It is not a question of subsidy alone. The Imperial 
Bank has a certain amount of prestige even in the London market and 
Other foreign centres. 

2629. You think you could do that even if, by your restrictions, you 
definitely prejudice the Exchange Banks with their large sterling resources. 
Would you run that risk?—I do not sec how that can harm the Imperial 
Bank. 

2630. You think the Imperial Bank can work independently of the Ex¬ 
change Banks?—^Yes. 

2631. Dr. Hyder: One reason you gave for the slow development of 
'banking in India is that there is the law of inheritance which leads up 
to the splitting up of the family fortune. Does not this law operate also 
in the case of non-Indians? Is the property of a non-Indian, e.p., an 
"Englishman or a Scotchman, not divided up on his death?—I think that 
depends on his will, to whom he has bequeathed his property. We are not 
COnvOTsant with the laws of different coimtries, but we know that in regard 
to many firms in India, when the father dies, the sons divide equally. 

2682. Have you in mind the system of primogeniture?—Our impression 
is that business is not divided equally among the surviving sons of the 
deceased as it is done in India. 

2633. I think the business remains in the farnily and all the sons hav% 
n share in the business. We have the very same system in India. You 
have the joint family system both among the Hindus and the Mussalmans. 
"Where does your handicap come in?—The handicap is in this way: In 
England if a member wants to retire from a firm hq takes a certain amount 
qf share, but in India we find that if a partner wants to separate, the wholo 
business is closed up and they carry on the business eptirely separately. 

2Q3-4. Dt. Hyder: Y'ou mention somewhere that t^ie Indian industry has 
guffered on account of the high rate of Government borrowings. This 
high rate of Government borrowings is, perhaps, due to certspn factors. 
"When this high rate did not prevail in the past, what were the factors then 
te existence?—This question has been dealt with by the Tariff Commission 
•whioh says that the industries in India suffer from powerful competition 
"and they should be protected. In the absence of the fiscal policy of Gov¬ 
ernment of India being changed, there will be no protection at all. 

26815. You mention that the Imperial Bank does not require a mortgage 
pf block against the loans to jute mills and it is not so in the case of 
cotton mills. "Wliy is this difference?—^You can ask that question to the 
Tmperial Bank themselves. 

2686. Mr. Lamond-. Wh.at is your authority to make this statement?— 
This information was supplied to us by the members of our Chamber. 

2637. I do not think so. The Imperial Bank does not accept block 
against the loans to the cotton mills. 

2638. Mr. Khaitan: It is so in Calcutta. The wutness is talking about 
^lie incident in Calcutta. 

.Mr. Lamond : I Am talking about Bombay . 
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2639. Mr. Mukhtar Singh : You say that for oertaia industries you ha'«e- 
to depend on foreign countries. May 1 know what industries you are- 
referring —If you will refer to the list of imports and exports, you will 
find the first item would be raw materials, soap-, chemicals, and there are 
many others. 

2640. You say those industries which do net require hi^ skill?;—YeSy 
the skill is available in the country. 

2641. You say something about the Hindu Law of Inheritance. Do 
you have the law of "Mitakshara” in mind which authorises a son getting- 
the property of his father, etc. ?— 

Chairman: They say in their memorandum that they mean Law oi 
“Mitakshara”. 

2642. Mr. Mukhtar Singh: You compl.-iin against the Hindu Law o£ 
Inheritance. Do you suggest any changes in that Law?—A note has been 
prepared by our Chamber and I shall send you that note. 

2043. Chairman: I do not want this note to be sent by your Chamber. 
That will be a subject entirely outside the purview of this Committee. If 
you feel to take up that point you may make an observation, but the 
examination of the problem or its various aspects under the Law of' 
Mitakshara, etc., is I think and my colleagues will agree with me, outsidie 
the purview of this Committee. How the Lew of Mitakshara is to be chang¬ 
ed would be a matter outside our purview, because that would be the 
examination of various other considerations, social and others. 

2644. Mr. Mukhtar Singh: Do you not think that jute mills are ia » 
bett-3r position than cotton mills?—Yes. 

2646. Do you not think that the Imperial Bank was justified in giving 
bettor facilities to the cotton mills?—Jute prices are as much likely to 
speculation as cotton prices. 

2646. Does the cultivator get adequate price for jute? Does he get 
his legitimate share?—That question we have dealt with in our e-videmco- 
before the Provincial Banking Committee. 

2647. Chairman: You have complained about the Government borrow¬ 
ing moneys at high rate of interest. Have you studied the question? la 
it a fact that it is the Government of India who borrows moneys at high 
rate and in other countries the Governments are managing to arrange for 
loai’.s at low rate?—That question refers to the management of the Finance 
Department of the Government of India. 

2648. I want to have your answer on this question. According to your 
opini-'ii you say that the Government of India is borrowing in this country 
at a high rate while the rate of interest paid by other Governments is less. 
How that arises is a question?—Because Government is having short-temv 
bon’owings. 

2649. You are referring to the short-term borrowings. Taking the 
average borrowings of the whole year, is Government paying a higher ratof 
than the other Governments? Is it necessary for them to pay sue* a 
high rate in case of their internal borrowings? If you have not examined 
this question thoroughly, you can say so?—We have simply mentioned 
what rate of interest the Government pays. 

This is a sort of belief which you hold. 



280 


NINTH DAY. 


Friday, the 29th August 1930. 

Present: 


6ir Bhupendra Nath Mitra, K.C.S.' 
Sir PuRSHOTAMDAS Thakurdas, Kt., 
Itir. D. P. Khaitan. j 

Mr. F. V. Eushforth. j 

Mr. Manu Subedar. i 

Sir Hugh Cocke, Kt. j 

l)r. L. K. Hydeh. ; 

Mr. V. Eamadas Pantulu. j 


, K.C.I.E., C.B.E. (Ohairman). 

M.B.E. (Vice-Chairman). 
Mr. W. Lamond. 

Mr. E. \V. Buckley. 

Mr. G. K. Devadhae, C.I.E. 
CJiO’jdhri Muivhtar Singh. 

Seth Haji Abdoola Haroon. 

Ml. E. K. SuANMUKHAM ChETTY. 


Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. (Secretary). 


Mr. E. P. Masani, M.A. (Joint Secretary). 

Messrs. Husserabhoy A. Lalljee, Lalji Nurainji, S. N. Pochkhaiia%vala 
and B. N. Karaujia, Eepresentatives of the Indian Merchants’ Ohamber, 
Bombay, were examined. 

26.50. Chairman: You gentlemen, represent the Indian Merchants’ 
Chamber, Bombay?—Yea. 

2651. Am I correct in assuming that the operations of your Chamber 
■are prinrarily confined to the Bombay Presidency and Sind?—We are 
•dealing in all-India questions as w’ell. 

I put the question because there are other Indian Merchants’ Chanibers 
in other parts of India, one at Calcutta, one in Bihar and Orissa and 
so on, and we have received separate memoranda from all these cham- 
iiers separately in reply to our questionnaire and it was for this reason 
that I used the word ‘primarily’. Am I correct in assuming that your 
Operations are primarily confined to the Bombay Presidency ?—Commerce 
beiug an all-India subject and Bombay being the centre of trade and com¬ 
merce in India, our Chamber takes an interest in all general matters 
connected with trade and commerce of the country as a whole. 

2652. Now then, supposing there bad been some differences between an 
Indian firm in Calcutta and say an Exchange Bank, would that Indian 
firrrt approach you for settling the affair or would it approach the Indian 
Chamber of Commerce, Calcutta?—The firm will naturally approach the 
Indian Chamber of Commerce at Calcutta. 

2653. Therefore, your functions are primarily confined to the Bombay 
Presidency and Sind, and Commerce being a central subject, you naturally 
take a very considerable interest in important matters which crop up any¬ 
where else in the country, say in Calcutta, in the U. P., or the Punjab or 
nnywhere else. Would that be a correct position of the situation?—Yes, 
■you may take it to be so. 

Mv difficulty also arises from the fact that we had, ns I have already 
said, separate inemoranda from different Indian Chambers of Commerce in 
the country. If it was really one institution, it would have been more 
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appropriate if only ooe naemorandum had been sent to us. That is the 
reason why I put the question to you. Anyhow we will leave it at that 
and proceed. 

2654. Your Committee have stated that the first of the four funda¬ 
mental. problems connected with banking in this country is the Revival of 
ttirt sv'stem of indigenous banking at places from which it has disappeared 
and its strengthening in places where it has continued with diminished 
prestige and iiiHiK-ncc. You refer to the view expressed by your committee 
on rhe subject before the Bombay Provincial Banking Committee and state 
that your committee hold that the Imperial Bank should not now open 
new branches but appoint an individual shroff, or a group of shroffs where 
they can co-operate, to act as agent or agents to the bank. I take it that 
your statements are based more on a review of conditions prevailing in the 

td Bombay than of thoBe prevailing in the whole of India, for the 
ftNUb’bigations of the provincial committees and oiir own enquiries indicate 
that the position in regard to the shroff differs in different parts of the 
country. Have you seen the recommendations made by the Bombay Com¬ 
mittee as regards your suggestion in para. 266 of their Report ? Will you 
kindly tell us whether you approve of these recommendations’?—^We 
■generally approve of them and we would draw the attention of your Com¬ 
mittee to the summary of the recommendations contained in paragraph 
171, page 251 of the Bombay Report. 

2655. That is the summary. The proposed arningenient 's des- 
■cribed in the following words of the Bombay Committee;—“The approved 
shroff should lodge with the bank gilt-edged or other acceptable securities 
■of amfounts that might be mutually agreed upon, keep separate accounts 
of the business done on behalf of the bank and maintain regular account 
books which should be available to the bank for inspection and audit’’. 
Therefore, the shroff would become the treasurer of the bank. Do you 
think that suggestion if given effect to would go n long way to ameliorate 
the position of the shroff?—Yes. 

2656. I am speaking from recollection. Lala Harkishen Lai bore me 
■out when I said the other day that about 30 or 40 years ago some sort of 
a system was in vogue by which selected shroffs used to function* as Gov¬ 
ernment treasurers in the Punjab even without the intermediary of the 
Imperial Bank. My information is that these shroffs in those days were 
doing regimental work. I do not want to be very categorical as 1 am 
speaking without a full knowledge of the facts, but I understand some of 
these shroffs failed owing to various reasons and since then the system 
gradually died down. Do you know anything about it from your personal 
experience? I was told some such scheme was working in the Central 
Provinces and is possibly still in existence in some places of the province. 
Have von anvthing to sav as regards the feasibility of the scherrs.' 
ncliimberatcd bv the Bombay Committee and can you loll ns whctViGr the 
arrangement therein suggested would be acceptable to the indigenous 
bankers?—We held a meeting of our Shroffs Committee and. from what 
I learnt from them, I may say they would have no objection in accepting 
"these proposals. They even went to the extent of saying that if need be 
they would form themselves into small syndicates. The greatest difli- 
eulty was about the balance sheets of these shroffs but even this difficulty 
-thev were prepared to suiTnount. 



2657. Sir J^urahotamdas Tkakurdoa: I 1^0111(1 dtaw yoin attentim ‘to 
the words of the Committee; Would the arrangements be at all remunera¬ 
tive to the shroffs, who will have to lodge their seourities with the Bank?—- 
It all depends upon the business turn-over that takes place. Our point ia- 
that 10 per cent, of the capital requirements might be placed as security 
with the bank. If the working capital of the shroff '"s Es. 20,000 and his 
business turn-over on that amount is Es. 2 lakhs, then the bank must be 
satisfied with 10 per cent, of the capital, i.e., Es. 2,000 by way of securi¬ 
ties. 

2658. In order that there may be a turn-over of about Es. 2 lakhs, you 
suggest that the bank should call for deposits of security only up to 
Es. 2,(X)0?—Yes, other conditions being satisfied, for example, the sub¬ 
mission of the balance sheet, periodical examination of accounts, etc. 
When all the restrictions which the bank wants to stipulate have been, 
satisfied, the Bank must be content with the security of 10 per cent, of 
the working capital of the shroff. 

2669. Chairman: Supposing, a shroff begins his business with. 
Es. 20,000 as his capital, is it your intention that the whole of that capital 
will bp supplied to him by the Imperial Bank or is it your idea that tha 
shroff will put in Es. 18,000 of his own capital and the Bank will m its 
turn finance the rerrrainmg Es. 2,000 for which latter amount the shroff 
deposits securities with the Bank under the belief that the position which 
he would hold will attract a considerable amount of business?—The posi¬ 
tion is like this. Every shroff has got a certain amount of his own money 
which he invests. In the first instance, he wants more capital and mora- 
credit and his objective is that the Bank should lend him more money for 
the requirements of his business in the dietriot or town concerned in return 
for which he is prepared to give a satisfactory explanation of himseif to 
the Bank. The idea is that over and above meeting the specified restric¬ 
tions already enumerated, the shroff is prepared to give some security to the 
bank in order to enhance his reputation in the eyes of the bank and the 
public. 

2660. Therefore, to that extent you do not agree with the Bombay 
Committee that the shroff should furnish in every case security which is 
considered adequate in the opinion of the Bank?—^Then it will only mean 
that there is to be no advance on credit. That will be no good at all. 

2661. In particular cases at a station the Imperial Bank may, in view 
of the position of the shroff, agree to keep a certain sum of money with him 
on his own personal security plus a certain amount of tangible seemity m 
the shape of Government paper or otherwise. Of course you adrmt that 
a good deal musfi depend on what the Imperial Bank considers to be a safe 
security?—Certainly a good deal of it must depend on the Imperial Bank 
and that is why we have suggested a syndicate of shroffs. If more than 
2 or .S shroffs join together, the Imperial Bank should not insist on gilt- 
edged securities. 

2662. Subject to that condition you agree with the recommendations ot 
the Bombay Committee in this matter?—Yes. 

2663. Sir Purshofamdas Thakurdas: You approve of this scheme with 
a view to the encouragement and revival of the indigenous banker class?—* 
Yes. 

2664. In a note prepared by yourself (Mr. Huseinbhoy Lalji) and Mii 
Walchand Hivaehand for the Bombay Banking Committee you say “The 
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«ystern would be analogous to some extent to what prevailed in Bombay 
when importing houses appointed their guarantee broksrs. Some of the 
textile mills both in Bombay and outside have their brokers who guarantee 
their contract for sales of their products us also their deliveries”, Wh^t 
is your idea contained in this note?— 'We were asked how this would work 
and then we gave instances of big houses in Bombay, Calcutta and other 
places. 

2665. Do you still stick to your statement that the system would be 
analogous? Do you think that by reducing the position of indigenous 
bankers to that of guarantee brokers in relation to the Bank is the best 
way of reviving the shroff system?—^Not by reducing their position to that 
extent entirely. 

2666. You still would expect them to work as guarantee brokers?—^Yes. 

2667. How many shroffs do you think will come forward to do business 
of that sort all over India?—At present they are doing business on their 
own account and if facilities are given on favourable terms, many will be 
coming forward. 

2668. How many would you expect to come forward to work as 
guarantee brokers of the Reserve Bank or the Imperial Bank?—A very 
large number will be quite willing to do the business under those terms. 

Let me put to you the suggestion of the Marwadi Chamber of Com- 
rneree which they placed before our Committee. That Chamber siys: — 
"The conviction has steadily deepened in the minds of the Chamber that 
without the ShroS being recognised as a necessary link the credit system 
cannot be complete. The Board are, therefore, of opinion that the pro¬ 
posed Reserve Bank should give the indigenous bankers the same facilities 
and concessions as to the joint stock banks. At the same time it is neces.- 
sary that the restrictions 'vhicb may bo imposed must take into account the 
peculiar needs of these bankers. For this reason the Chamber beg to 
recommend the following in this connection :-r- 

(1) There should be, along with a schedule of joint stock banks, a 
schedule of shroffs to whom certain recognised financial facilities should be 
given. 

(2) The shroffs who may conform to the standard fixed therefor should 
be included in the aforesaid schedule. 

(3) The account books of the scheduled shroffs may be periodically, 
inspected by examiners appointed by the Central Reserve Bank. * 

(4) They should be allowed to carry on the business of Commission 
Agents along with that of banking. 

(5) They should be prohibited from trading on their own account. 
Now, then, which of the two alternative schemes that are now before 
you, would appeal to the indigenous bankers?—We agree that the sug¬ 
gestion put forward by the Marwadi Chamber of Commerce is a more 
useful suggestion than that put forward by the Bombay Committee and 
we agree that the former is more practical end better workable, 

2669. Chairman : The recommendations of the Marwadi Chamber con 
come into force when the Reserve Bank comes into being, and under the 
scheme of the Reserve Bank as it now stands, it is the Imperial Bank 
which will do the treasury work of Government as agents of the Reserve 
Bank. Now that being so, if the shroff has to take any part in doing the 
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treasury work of Government, he will still have to function as the agent 
of the Imperial Bank. Is not that so?—It amounts to the same thing. 

^7Q. Even when the Reserve Bank comes into existence under its 
present scheme, a shroff, to whatever description he may subscribe h’m- 
self and whatever other concessions he gets, will still have to function as 
an agent of the Imperial Bank in regard to this treasury work?—Yes. 

Therefore, we again come back to the Bombay Committee’s rec-om- 
iiicndaneri. Tliero arc two kinds of work which the shroff will have to do, 
one as agent for the treasury work and the other as shroff proper. In his 
former capacity, the shroff has to submit an account, while in his latleT 
capacity he stands as a principal and as such is also responsible for the 
moneys that he lends. Therefore I do not see much difference. 

2671. Mr. Manu Subedar: Supposing the shroff lends out money which 
he receives from the Imperial Bank, do you think he should lend against 
securities?—He may also lend money on credit. 

2672. But if ho went to the Imperial Bank, he would have to lodge 
some further security?—The Imperial Bank could look into his accounts 
and his dealings with his clients before advancing him money. Moreover, 
much will depend on his credit with the Imperial Bank. 

2673. Chairman: If I may give you some further trouble and pursue 
fill: point: Almost all the Provincial Committees have exjin.'sscd themselves 
:s f,\iu|<atlu,'tle with the indigenous banker; but some of the Comnulfees 
are of opinion that the indigenous banker will gradually disa])pear luid nn'y 
recommend that his douiise should be a slow one and not a sudden one; 
thc-y do not even suggest what, if any, position is to ho allot ted to iha 
indigcnotis banker in the banking structure of the country. The U. P. 
Committee have made certain other proposals which find a place in some 
of the other provincial reports ns well. They have made four proposals. 
I should like to know your views on those four proposals. (Here the 
Chairman handed the witness a copy of the U. P. Report to read.) Should 
you prefer it, T am quite willing to suggest that you place these proposals 
before your Chamber and communicate to us your views after consulta¬ 
tion.—Cortainlv, we should like to do that. 

2674. Mr. Khaitan: There arc just tw'o points on w'hich T should like 
to have a clear expression of your views. In answ'er to Sir Purshotamdas 
Thsfkurdas you admitted that the system advocated by the M:irwadi 
Chamber of Commerce was better than the system advocated by ,'on 
Then in answer to another question you said that the two systems were 
not different, and that gave me the impression that you suggested that 
Dot-h might be tried.—What I said was that both the things were almost 
the same. 

2675. You suggest that shroffs should be appointed as agents of the 
Imperial Bank. Then, could the depositors hold the Imperial Bank liable 
for the deposits they made? T mean, w'ould that be the logical or ratVier 
the legal conclusion of tlie agenev system?—In that case of coiirsp the 
Bank has to consider even the qiiest’on of gilt-edged securities. 

2676. I am not thinking of the gilt-edged securities at the moment. I 
am only referring to the liabilities of the bank w'ho appoint shroffs as their 
agents. Is it a part of your scheme that the Imperial Bank who appoints 
shroffs as agents should be liable to those persons who deposited money 
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with the agent?—Up to now we were only considering the question of the 
moneys which the shroffs would be getting from the bank and lending to 
the people outside. 

2677. If they receive deposits and lend money, would that not te part 
of your scheme ?—Our scheme relates more to lending of money than the 
borrowing of it; the latter is not so important. 

2678. Then you would not allow that? Would not the other natural 
conclusion follow, namely, that in so far as the receiving of iepos'ts is 
co!i(’c;rn(‘(l, the hank is not able to take advantage of the situation?—That 
would certainly be the conclusion. 

2679. Therefore what would be the advantage to the bank in appoint¬ 
ing agents if it could not receive deposits?—Our general impression has 
been that these large banks were drawing money from the districts to the 
principal towns and that the districts were as a result starving for want of 
money. 

2680. You Said that the agents would get facilities from the bank and 
■'A'onid lend out money; you also said in answer to a question of the Chair¬ 
man that their business would he to receive deposits and lend out moneys? 
—No, not receiving deposit.s in the name of the bank; they could do that in 
iheir own names. 

2681. Do you mean to say that so far as receiving deposits is concerned, 
they could act as principals, and that as regards lending money they could 
act as agents of banks? Would you just consider whether that would 
not introduce a complication which is not desirable? If the people in the 
locality find that tlii.s indigenous shroff, who is acting as a shroff of a 
bank, hypothecates his assets to the bank in order to ensure recc'very by 
the bank of iis dues, would that inspire (he people’s confidence in that 
slivoff?-• That the shroff hypothecates his assets does not show that his 
dealings are bad. 

When you consult your committee on certairi points which the Chair¬ 
man just now put before you, may I also request you to consider this 
question also more carefully and make suggestions to this Committee? 

2682. Another point which I w.anted to have cleared up is your sug¬ 
gestion that the scheme put forward by the Marwadi Chamber could be 
brought into operation after the establishment of the Beserve Bank. Is 
there any reason why the Imperial Bank, which is at present receiving 
Government balances, should not be considered as performing all the func¬ 
tions of the Beserve Bank so far at least as your scheme is concerned? Do 
you see any dB'iculty in bringing your scheme into operation?—I see no 
difficulty. 

2683. Mr. Chetty: You said just now that the tendency is for deposits 
to flow into joint stock banks which arc situated in the provincial centres 
and the difficulty is how to ensure that that part of the deposit money is 
distributed in upcountry centres. Is that not so?—^Yes. 

2684. Now, there are very many merchants in the upcountry towns 
who are well Imown to the local money-lenders but whose financial posi¬ 
tion and status is not so well known to the joint stock banks in the pro¬ 
vincial centres?—It may be so. 

What I am suggesting is that one difficulty is that the ordinary tradjir 
of good standing and sound financial position upcountry does not get all 
the facilities that he is entitled to. simply because the details of his 
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business, eto., are not so well known to the joint stock banks as they are 
to the local moneylenders.—Quite right. 

2685. So you think that in a situation such as this the shroff would be 
very useful?—Yes. 

2686. Two ways have been suggested through which these indigenous 
moneylenders can be utilised by the banks: one is that they should act 
as their agents in these centres; the second is that they should be a medium 
to provide increased credit facilities to the merchants and trading com¬ 
munities. These are the two methods' by which the indigenous nioney- 
lender can be utilised. The problem before us is; what security must the 
bank have, if it is to engage local moneylenders in discharging this business 
between the bank and the local m'erchants? Even as it is, is it not a fact 
that thte Imperial Bank has got a list of approved Multanis whose bills 
they rediscount? Therefore, what you would suggest is that when the 
Reserve Bank is established this system' must be enlarged so that the indi¬ 
genous moneylenders’ bills may be rediscounted more easily. Is this 
not what you mean?—^E-xactly. 

2687. If the local shroS or moneylender is to be entrusted with this 
business, what in your opinion should be the restrictions he must be 
subjected to by the Reserve Bank?—We have already suggested that he 
should send in his balance sheet and h.ave his accounts regularly inspected. 

2688. Do you think it should be an essential part of the scheme that 
he must be prohibited fronr carrying on any other business except money- 
lending"’—I would not say that. Our intention is to supply money to the 
interior where money-lending business is not sufficiently developed. There¬ 
fore, the money-lender must be allowed to do other business also. 

2689. 'ou would at least require that in the case of a local shroff c.arry- 
ing on business other than mere money-lending, the two transactions should 
be kept quite separate?—Quite separate. 

Cfinirman: If you just turn to the Summary of recommendations on 
page 251 of tiie Bombay Provincial Report, there are a number of recom- 
rnendations,—first one dealing with rediscounting business and advances 
against stocks; second (paragraph 169) regarding facilities to shroffs of 
approved standing; the third regarding the appointment of advisory com¬ 
mittees; the fourth one is an additional recommendation which arises out 
of the specific demand placed before them by the Indian Merchants' 
Chamber. With regard to the rediscounting facilities it has been suggested 
that the shroff should get better facilities than what he now receives. 
The Imperial Bank carry on the Government’s treasury business at certain 
places: now i! is proposed that instead of opening other branches for 
this jnirpose, the Imperial Bank should make use of the shroffs, the 
shr-.ffs being their agents. That is where the agency part comes in. They 
will function as their agents for the carrying on of the hanking business 
of Governmnnl. Now in that connection, the Bombay Committee recom¬ 
mend that the agency system should be introduced tentatively at selected 
places where ihere is no organised bank either joint stock or co-operative, 
that the shroff nominated as agent of the central banking institution should 
receive funds from it to be employed by him at his own risk in making 
advances within sanctioned limits and subject to such general conditions 
as may be prescribed by the bank, at a rate of interest not exceeding 2 per 
cent, over the rate charged by the bank. The agent should do no business 
other than banking and so long as he undertakes to bear losses, if any, 
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he should not be prevented from doing his own private banking business, 
but he should not make use of the bank’s advances for his private business. 
He should lodge with the bank gilt-edged securities. That recommendation 
is something additional to what Mr. Chetty was referring to; that :3, 
the grant ot greater rediscounting facilities and advances against stocks 
or trading facilities on the hypothecation of goods. The Bombay recom¬ 
mendations are .as many as six. 

Mr. Cheity: Sir, my point was that the shroff is called upon to perform 
dual functions; one as agent of the bank, and secondly as a medium for 
the extension of facilities to people upcountry. I want to know, whatever 
the functions he may be called upon to perform, whether the fact that 
securities may be demanded from him will not depend upon the merits of 
each individual case.—With that I quite agree. This is a matter which 
will have to be settled in each case by the shroff and the bank. 

2690. Chairman: Will you be good enough to get your Chamber’s 
written opinion on these two matters,- i.e., the views of the Bombay 
Provincial Committee and the views of the IJ. P. Provincial Committee?— 
Yes. 

2691. Dr. Hyder: The question put to you by Mr. Chetty was that 
at present the local moneylender knows the needs of the merchants, while 
the bank does not; tind there is no link between the local moneylenders 
and tlte local bank, and the latter is not in a position to judge the credit 
worthiness of the shroff or moneylender or the indigenous banker. Now 
I ask you, if a Central Bank were to be established, how is that bank going 
to be in a position to assess better and more correctly the credit-worthiness 
of an indigenous banker with whom tlie existing joint stock banks are 
not able to deal at present?—We do not say that the Central iBank only 
woull be able- to do that. 

2692. Yf u contemplate then that there should be any number of 
branches just as the Imperial Bank has?—There will be branches and they 
will appoint Shroffs as their agents. 

209.3. If they are going to appoint Shroffs in far away places, how is 
the Central Bank or Reserve Bank going to be in a position to assess 
the credit-worthiness of these people scattered all over India, when even 
the existing banks are not at present in a position to do so?—^At present 
we arc thinking of a bank to which Government would like to give facili¬ 
ties in the d'strict and certainly such a hank will have its own offices in 
principal towns and cities and they can have communications with the 
Shroffs in the different small places. I understood Mr. Chetty to say that 
if there was a bank in Poona and if there were Shroffs in Poona, the Shroffs 
in Poona would be in a much better position to know the needs of the 
people of Poona than the bank officials. 

Mr. Hhanmvhham. Chetty: I was thinking of the medium between the 
actual borrow-er and the banks. 

2694. Dr. Hyder: But what is the difference at present between the 
medium and the branch of the joint stock company?—The per3).u who 
lives with his own people day and night knows the condition of the people 
better than the bank manager who may not be so much in contact with 
the people. 

2695. Chairman: It is frolm that point of view that I made an observa¬ 
tion earlier, namely that under the present scheme of the Reserve Bank, 
oven when that bank comes into existence, the Imperial Bank and its 
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numerous branches will fianetion as agents of that bank in regard to Gov¬ 
ernment Treasury business and if that scheme holds the field altimabely, 
the liaison between the Central authority—the Reserve Bank—and these 
indigenous bankers will have to be effected largely through the agency of 
branches of the Imperial Bank. Would not that be correct?—go further 
and say that whatever the position of the Reserve Bank may be, the 
Imperial Bank, or for the matter of that, the Central Bank who gives ail 
these facilities must have facilities from the Imperial Exchequer. If 
these banks are prepared to give the shroffs and business people or the 
agriculturists in the district these facilities, certainly they are entitled to 
ask Government for some more help. 

I nrn not concerned at the moment with the question of Government 
asSiStari 'e to the Reserve Bank. My point was to try to visualise the 
phturc as lo the channel through which all these things have to be done, 
and therefoie I suggested that if the present scheme holds the field, the 
liaison between the apex bank and the various indigenous bankers at 
certain stations would in all probability have to be established through 
branches of the Imperial Bank.—Quite right. 

2696. In reply to one of my questions, yon said that the real object 
on y.our part was to prevent money from districts being drawn into the 
cities and outside. Therefore, your fundamental point is that thereby the 
rate of interest in the semi-urban and rural areas would be reduced and 
that that in itself would facilitate trade and commerce and business 
gener.'iUy. Has your Chamber ever thought out whether that object (and 
I must adm't that it is an object deserving great commendation) can be 
secured in any other way than by reviving the system of indigenous bank¬ 
ers'?—Our Chamber considers the revival of the Shroffs as the only agency. 

2697. Mr. hamadas Pantulu: May we know whether the Ch,amber has 
consido'ci'i the suggestion of the Central Bank of India, which Iilr. Poch- 
khaiiawala explained io us, about creating facilities for banking in turd 
areas?—We have considered it; in a way it is also a very good suggestion. 

2698. Chairman: You would like to see these district joint stock banks 
established, but still for the purpose of liaison between them and the 
actual agriculturist or whoever he may be, you will have the medium of 
the Shroffs'?—Yes. 

Mr. Ramadas Pantulu : For the .commercial bank the liaison should be 
the co-operative bank. 

2699. Chairman : I think the point is that co-operative banks will un¬ 
doubtedly take over the work gradually, but until they can do so, what is 
to bo done? The Indian Merchants’ Chamber say that until you reach 
that millenium, something should be done to keep trade and business 
going through the means of the indigenous bankers. Would not that be 
yiiur attitude'?—Yes. 

2709. Mr. Devadhar: You would not be against the co-operative agency 
coming into the field gradually ?—We are not against co-operative banks 
except that we do fqel that some people have said that the mode of ioiid- 
ina and the amount of securities they want, etc., are such that they do 
create sor.ie difficulty. 

2701. Chairman: You say that any foreign bank which wants to operate 
in this country should be registered in rupee capital. Is it your rntention 
that this should apply only tc banks established in future or to existing 
banks also?—We mean both. Our proposal is that these banks should 
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liave a Board in India, composed partly of Indians as they would be 
better able to know the heeds of the people and of Indian trade itself. 

2702. Then the sole object underlying your proposal is to provide for 
better contact between the existing banks and their Indian clients?—^Yes, 
.and also sympathy with Indian trade. 

2703. Il is then only to establish better contact and more sympatliy 
and friendly relations?—There will be one advantage. In so far as financial 
responsibility is concerned, I have nothing to say about the present, bur 
as regards the future, W’e shall be able to know about the financial condi¬ 
tion of any bank that may wish to do business and become a borrower. 

2704. This last consideration applies only to those banks which want 
to establish themselves in India in future, but in the case of the existing 
banks, thj considerations in your mind are those w’hioh you mentioned, 
viz., an endeavour to secure better contact and better relations, including 
greater siinpathy with the Indian trader. Am I correct in assuming that? 
—Yes. 

2705. Would you kindly explain to the Committee whether your pro¬ 
posal in the ease of the existing banks is feasible and Tiow you want it 
actually to be carried out in practice?—We find now-a-days that different 
-companies are registering their business in India, e.g., the Ford Company 
Limited. In like manner, an exchange bank wishing to do business in 
India can have a separate concern. 

2706. You say that they should register themselves in rupee capital.: 
perhaps there might be no difficulty in regard to a majority of Indian 
direct-'i's but there may be about a majority of Indian shareholders. Can 
you tell me from the practical point of view how the existing banks are 
going to reconstruct themselves on those lines?—I Would not insist on a 
majority of Indian shareholders if there is a sufficient majority of Indian 
directois in the old established firms. 

2707. I want to know whether that proposition is feasible at the present 
moment?—It is feasible. 

If you will kindly explain to the Committee how this proposition can be 
made feasible, we shall be obliged. Take, for instance, the Chartered Bank 
—If they wish to do business in India they should start a company with 
a rupee- capital, say with a crore of rupees. I understand, for example, 
that t’-u! Allahabad Bank is incorporated with the P. & 0. Bank and that 
the P. (V 0. Bank is again incorporated with the Chartered Bank. Thus 
they can very well do business, taking up the whole bank or a portion 
of it and form a Chartered Bank of India. 

2703. Chairnian: The banks you refer to started with rupee capital. 
There was no difficulty, but here this old bank has got a sterling capital. 
Without starting another subsidiary company with rupee capital, how 
can they reconstruct themselves on the basis of r'.ipee capital? That is 
the precise point on which I thought I should like to have information.— 
The Indian company will be a subsidiary coYnpany of tlie Chartered Bank. 

TTiereforc a new company will be formed. It is not a practical proposi¬ 
tion la the case of the existing company. 

2709. Mt. Manu Subedar: Would you like your rupee companies formed 
in this manner to be controlled by foreign banks as the Allahabad Bank 
is controlled? How would this meet the object you have in view? If the 
•Chartered Bank, for example, started a rupee company and then continued 
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its work exactly as it is doing now with entire control of the Chartered!- 
Bank directors in London?—The control would be of the Indian Directors, 
the major portion of the holding being oSered in India. 

2710. Chairman : Obviously you cannot have a majority of Indian- 
directors without a majority of Indian shareholders and therefore you- 
would also prescribe for majority of Indian shareholders?—Yes. 

2711. You said that the company should offer shares for subscription 
in India. Would that ensure a majority of Indian shareholders?—Thera 
v/ill l>e many people who will subscribe but if the Chartered Bank does 
not enjoy the confidence of the people, then certainly it might not be 
supported or recognised. 

T am talking from bitter experience. It is not a question of its ccm- 
raanding the confidence of the public in India. I am sorry to have to make 
the obscivation that the national point of view is so far not very prominent 
to the Indian from the point of view of business. The offer may be made, 
the capit'^il may even be subscribed, but I have seen cases where with 
the initial subscription a transfer certificate is handed over to the promoter 
and all the shares will pass out of the hands of Indians. I do net want- 
to give away confidences, but this m,atter is well known. The question 
was fully discussed by the Standing Finance Committee when they wamted- 
to float a civil aviation company in India with a majority of Indian share¬ 
holders. After examining all the pros, and cons., Government had to 
make it a State concern.—That might be the experience in that case. We 
do iiit want frauds to occur, we want genuine concerns to come in. 

2712. How can you ensure th.at? The only way, from my experience of 
the civil aviation conjpany, would be for the Government of India to 
start this bank?—I would rather lose the benefit of the shores than allow 
the b.ank to function if it does not meet this condition. 

1 was trying to find out the practicability of the particular suggestion 
you made.—The export and import business is a great guarantee for them 
to introduce Indian capital. There is no dearth of capital in India. 

That is a question of opinion and I am afraid from my personal bitter 
experic-rice I cannot wholly subscribe to that opinion. We shall leave it 
at that. 

2713. You state that the proposed institution for the finance of indus¬ 
tries may be called an Industrial Financing Corporation or riyndieate,- 
but ne t a bank so as to obviate any difficulties regarding the definition of 
the word ‘bank’. What clifficillties do you refer to?—The general im¬ 
pression is that where there are current accounts and short deposits, thci'O 
is the likelihood of runs on the bank. In a syndicate or corporati >n t he 
policy would be long period loans and such concerns ought not to lunction 
as ord'n.ary banks. In fact I would say that industrial banks should nob 
take ordinary banking business, which is lending money for short peri(/ds. 
financing trade bills, and so on. We make it a quite distinct entity. 

2714. Aly question really arises out of your definition of the word 
‘bank’. In answer to question 3 under “Regulation of banking’’ you sny 
that your Committee are of opinion that the use of the word “bank’' should 
be restricted and be used only by ordinary joint stock banks registered 
xmder the Indian Companies’ Act, banks which carry on lending and 
borrowing business. You do not here refer to lending simply for short 
periods. Therefore, if your bank is to do lending and borrowing business,- 
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your industrial corporation or syndicate will also do lending and borrow¬ 
ing business.—^We would like to make it ^uite @lear that the Industrial 
Syndicate or Corporation would be a Corporation which would not be doing 
regular banking business and those who want to invest in it ought not 
to consider it a regular banking institution in the sense of lending for 
short periods, trade purposes, etc. 

That would be made clear in its prospectus and articles of association.— 
We want to make the bank quite distinct so that people can invest their 
money freely, 

27-15. Surely, you want your industrial bank also to be linked up with 
the Reserve Bank if it is established'.'—The Reserve Bank will have to 
allot a certain portion for their business. 

2716. Will it not be simpler from every point of view to call it a bank?— 
Wh.at we really feel is that a bank means a bank which would meet calls 
at any time.—^Not necessarily—I should think it is much better to have 
it that way. 

2717. You have not s.aid sc in your definition of a ‘bank’.—^We would' 
make it clear now. 

2718. Mr. Mann Subedar: I want to know whether you object more 
to industrial banks lending for short periods or borrowing for short periods?’ 
—Borrowing for short periods. 

2719. Chairman : You say that Government should guarantee interest 
on the share dapital of the industrial financing corporation. Is it your 
intention that this guarantee should be for a limited period of years o* 
that it should be of a permanent character?—Limited, just as in the 
case of lailways; say for about 5 or 10 years. 

27'20. \Vould you allow the industrial financing corporation to supple¬ 
ment its capital by issue of debentures?—^Yes. 

2721. In that case, is it your intention that there should be a Govern¬ 
ment guarantee for the interest of these debentures?—^Yes. 

So far, the opinions we have heard are divided. I think one of the 
gentlemen who is here with you definitely expressed the opinion that it- 
was not necessary.—We should think it is necessary. 

2722. In that case would not the liability on the State substantially 
exceed 10 to 15 lakhs?—^If it did, we would 'welcome it, because it would 
be in the interest of the industries for which there is great need in India. 

2723. Your point was that the burden would not be a very large one^ 
but you modify your statement to this extent?—Yes. 

2724. You do not care if the burden is very large? Supposing they 
had to issue, to start with, something like 10 orores of debentures, Govern¬ 
ment will also liuvc to guarantee the interest on these debentures.^—Taking- 
the iron and stool or the shipbuilding industry, the work to be accomplish¬ 
ed will be a national necessity. 'I'here is no harm in it. 

2725. It is not a question of harm. I want to know what your Chamber 
would definitely advocate?—We recommend it. 

2726. Mr. Shanmuhham Chetty: You just now said that your .Chamber 
would recommend that Government should give a guarantee of interest 
for n limited period. I suggest to you a method that has recently he6a 
adopted by the Madras Government with reference to land mortgage banks. 
What the Madras Government do is that they guarantee interest on the- 
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■debcnt'ires issued by the land mortgage bank up to a maximum hmit of 
50 lakhs cf rupees issued during the first five years of the existence of 
the land mortgage bank. The object of this limited guarantee is that the 
investing public must first have confidence. If Government gives a 
guarantee and makes the concern going, the public will become familiar 
and come in. Do you not think it will meet your purpose d a similar 
procedure were adopted and if Government guarantee a maximum limit 
of 2 or 3 crores of debentures issued during the first five years of the 
existence of the industrial bank?—I do not want to keep a limit. 

2727. But do you not think it will be sufficient if Government guarantee 
mterest on the debentures issued during the first five years of the existence 
-of the bank?—I will not restrict the period to 5 years. 1 said -5, 10 or 
15. It will depend upon the kind of work undertaken. 

2728. Mr. Chetty : Do you think that it will answer your purpose it a 
maximum limit is fixed by Government?—We discussed this matter fully 
and we find that the necessity in India for this is a great one. VVe always 
consider that such works are undertaken by Government in the intereots 
of the national cause. In Japan it has been done. 

2729. Mr. Khaitan : You said in answer to the Chairman ihat you 
■would recommend Government guarantee of interest on debentures issued 
by the industrial bank. Now, we have to consider whether Government 
are likely tc give this guarantee. Do you think it necessary to obtain 
Government guarantee for the payment of interest in view -of the fact 
that you recommend a large share holding of the Industrial Bank 
and that the amount which would be held in shares would serve ns a margin 
for losses that may be incurred by the floatation of debentures‘’--I do 
not follow exactly. 

2780. I will put it in other words. Y'ou advocate that the industrial 
hank should have a capital of two or three crores of rupees. Suppose an 
indnstri.'il bank issues debentures of, say, the amount of ten to fifteen 
crores of rupees; these two or throe crores of rupees of sliare capital 
would be held as a margin for the security of debentures. Do you think 
that would be a sufficient guarantee for the debenture holders to dispense 
with the necessity of obtaining Government guarantee for the interest 
on debentures?—Our first impres.sion was e.xactly what you put, but sub- 
fipquently we found that the needs of India are such that we have to under¬ 
take very big work at times. Therefore, it is necessary for us to have the 

guarante.e at least for one year, fiv'e ye.ars or seven years. A.s Govern¬ 

ment themselves cannot carry out these big works, they must he able 
to help us in other way for the construction of the.se works. 

2731. Do you advocate that industrial banks should issue debentures 
on the security of particular industrial concerns or tluit the industrial 
bank should issue debentures on the security of the securities hold by it? 
—-On general securities. 

2732. So you advocate that the debentures should be issued by the 

indufli.rial bank on the general security of its assets and the other securi¬ 
ties hold by the bank?—If we are going to restrict our opei’ations of 

indastrii s to a small extent, it will do, but if there is a necessity for 

having say, a ship-building yard, what are you going to do? 

2733. That may be a special thing which may be specially considered. 
But apart from that would you generally require the guarantee of Gov¬ 
ernment for the interest on debentures?—It all depends on the circum¬ 
stances. 
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2734. You mentioned the period of five or ten years in answer to my 
•que.Siion just now. Do you refer to the Government guarantee for five 
or ten years or to the debentures issued during five or ten years?—We mean 
debentures issued within the period of five or ten _ve.ars. 

2735. You mean according to the scheme of Mr. Chetty?—^Yes. 

2736. Mr. Devadhar : I should like to know whether you intend that 
these industrial banks should promote industries or simply finance indus¬ 
tries. What is your opinion?—We want the industrial bank to do both. 

2737. Mr. Manu Subedar: There are several proposals in connection 
with the financing of industries including the proposal for a special insti- 
tutic'n. In connection with this the suggestion has been made in some 
eases that Government should guarantee share capital and in others that 
Government should guarantee debenture capital and not share capital. 
If CTOvernrnent guarantee share capital, it may hajipen that if finance is 
required for an industry, and that is given by debentures. Government 
or the b.n.nk would be anxious to see that there will be no losses on share 
capit.il luad the debenture capital will be neglected. What guarantee is 
there that the directors and managers would act in an efficient and proper 
manner?—I do not see why you should suspect the directors and managers 
in currying out their work. 

Chamnnn : You have never recommended guarantee of share capital. 
You have only recommended guarantee of interest. 

Mr. Munu Subedar: If I take a share of the industrial bank with the 
Government guarantee for interest, I \vouId regard it as equivalent to 

per cent. Government paper, whatever the rate of interest. 

Chairman: No, you cannot; because they have recommended that the 
guarantee of interest should be for five years. 

2738. Mr. Mann Subedar: Do you want the double guarantee, both irl 
respect of interest on shares and debentures?—Yes. 

2739. You know there is <a difference in the issue of debentures .aiid 
shares. Do you think that the population of this country would take 
kindly to debentures?—In this connection we would refer you to the Latest 
report of the ex-President of the Tariff Board. We would say that this 
is a trifling matter as comp.ared with the development of industries in this 
country'. 

2740. You suggest that there are certain other factors which prevent 
the development of industries. Prom the investor’s point of view I say 
that there is a heavy stamp duty. Do you consider it is one of the im¬ 
pediments ?—^Yea. 

2741. Do you suggest any modification?—^The stamp duty should be 
reduced. 

2742. Sir Hugh Cocke : You say in your memorandum that it is not in¬ 
tended that the Corporation should find the whole finance for either fixed 
capital expenditure or for working capital, etc. Suppose an individual 
comes for finance, do, you suggest that the bank should give him financial 
help for block only.—Yes. 

2743. Chairman: So long as Government have any liability in conneo- 
tion with the guarantee of interest on the share capital, would you provide 
for the exercise of an adequate control by Government on the activities 
■of the industrial corporation ?—Yes. 
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2744. It has been suggested by some witnesses before the Committee 
that an industrial concern should be helped with long term finance by an 
institution of the sort you propose, only if the concern has found at least 
50 per cent, of its initial capital. Would you Tiell the Committee whether 
you agree to this suggestion?—I cannot say exactly 50 per cent. But 
some percentage should be fixed. 

2745. You accept the principle that the concern must find some portion- 
of initial capital. Is it not?—Yes. 

2746. When this industrial financing corporation makes advances to 
industries, I take it that it is your intention that these advances should b& 
secured by block or other assets of the concern?—Yes. 

2747. You say that not more than 10 per cent, of its capital should be 
allowed to be lent to a particular division of a province. What do you 
mean by the word ‘division’? Do you mean the present administrative 
division? That is to say, just a.*? we have in Bombay, the northern divi¬ 
sion, the southern division, etc.?—^Y^es. 

2748. But where there are no such division, for instance Madras, I 
suppose you would change that to district. Is ir not?—We mean some 
convenient administrative division. 

2749. You state that you are not in favour of audit and examination of 
the banks’ accounts by examiners other than as provided at present. It 
has been represented to us by an association speaking on behalf of the in¬ 
vesting public that such examination will go a long way in restoring cemfi- 
dence among the investing public. Have you anything to urge to the con¬ 
trary?—S'o far as the joint stock banks are concerned, we find that these 
banks’ accounts are being audited by certified auditors. It is their businoss 
to audit the books of the banks. If an inspector is appointed, he would 
not be of that status or position as that of some well-known auditors who 
are at present being employed by well-known banks. It would be only a 
cursory examination. We do not wish that the responsibility of directors 
and that of auditors should, in any wav, be diminished by the fact that an 
inspector has seen the accounts or that an inspector has examined the 
books cursorily. Furthermore, it is always necessarv, in bank'nfr con¬ 
cerns specially, to have persons who have got an intimate knowledge of 
this sort of audit work and who can be rel'ed upon in checkins' the banks’ 
accounts. It would be more adv'sable to have such persons than persons 
who would have a eursorv examination of the books. Of course, in order 
to ensure more public confidence it niav be suggested that a group of 
auditors may be selected by Government and from that group the banks 
mav make a selection. 

2750. Chairman : The question which T put to you just now does noc 
contemplate that the present arrangements about audit should, in any 
way, be interfered with. The audit and examination of banks’ accounts 
which I refer to in my question has to be in addition to the present 
audit?—That would lessen the responsibility of directors and auditors. 

2751. This is something like providing additional Safeguards in tlie in 
terest of the investing public?—There is no necessity for such additional 
safeguards. 

2752. Mr. Chetty : In the Madras presidency in very many parts we 
have got small joint stock banks eaoh with paid-up capital of a lakh of 
rupees or under. They take depos-its from the public, but such concerna 
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are not always run with proper care and attention. In their cases would 
not the system of examination of their looks Ijc useful?—So far as we 
know, their accounts are audited by auditors. They have their certificates. 
There is a board which gives them a diploma. 

2753. Our experience is that in spite of the auditors holding diplomas 
-there have been irregularities in the banks, which are not brought to the 
notice of the auditors. We have got practical experience of such cases. 
What do you say?—Perhaps, in their cases the .auditors must be wanting 
in qualifications. 

2754. Do you think that the responsibility placed on the auditor under 
the Indian Companies’ Act and the certificate appended by him fo the 
balance-sheet are enough to ensure satisfaction to the investing public?— 
Yes. 

2755. Mr. Menu Subedar: Are you aware that in some cases of bank 
failures the auditors were well-known firms of auditors?—Yes. If there 
are cases of fraud, you cannot avoid them. 

2756. You know that there is a usual form of audit which says that 
accordi'ig to the infoiTuation received from managers and directors the 
balance-sheet is correct. Do you think it is a satisfactory arrangement? 
—We know that banks’ accounts are audited by local auditors or the audi¬ 
tors’ representatives. 

2757. But in some cases they are not audited. If so, would you recom¬ 
mend that the banks’ accounts should be audited?—Yes, perhaps, if there 
is small volume of business, they do not get the accounts audited. Wb 
must look to the volume of business done and then impose this rule. 

2758. Would you give the auditors any protection from removal by the 
directors?—I do not think this is in the hands of the directors. They 
have no voice. It is in the hands of the shareholders. 

2759. Technically it is the shareholders’ meeting which passes the re¬ 
solution about the appointment of directors, but actually the appointment 
is not made according to their choice, as you say?—But now the share¬ 
holders are asserting their rights in every concern, whether banks, joint 
stock banks or industrial banks. 

2760. We have been told by some witnesses that further safeguards 
should be provided in regard to the audit of bank?. Have you anything 
else to say in connection with audit?—One question you asked me whether 
the banks’ accounts should be audited to which I have replied in the 
affirmative. 

2761. With regard to the checking of all securities, whether the securi- 
rifies are borrowed by the banks or not, you know what happened in the 
case of Shilotri Bank about the securities. The auditor did not know 
whether they were held by the bank. What is your suggestion?—If a man 
commits a fraud or a man cheats the auditor. %vc cannot help it. There 
is a criminal law which will protect them. 

2762. Mr. Bucldey: Do you not think that we should have two inde¬ 
pendent auditors, one appointed by the directors and one by the share¬ 
holders?—I do not think that the directors should be given anv right in 
this matter. It is the right of the shareholders to appoint auditors. 

2763. Mr. Manu Subedar: Would you go to the extent that Grvem- 
ment should make a list of reputable auditors who, in their opinion, would 
be the best men?—^Yes. 
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2764. Would you eliminate people without proper qualification but v. itb- 
out Government selection?—Government must select the best auditors. I 
do not make it obligator} on any one to select any particular auditor or 
auditors. 

2765. Chairman: You may be willing to restrict that right to the extent- 
that the shareholders will only appoint auditors from a list prepared by 
Government?—I would not like to give any power to Government in the- 
case of any business concerned. 

2766. Therefore, you practically withdraw the suggestion you. 

made before that the selection of auditors be made from the 

list prepared by Government. Is it not?—If Government are 

assisted in preparing the list of auditors by the nou-oificlal members, I 
have no objection. But I do not want it made by the executive olficer.s. 

2767. Sir Hugh Cocke : Would you suggest that these auditors should 
be split up into two cl.-isses?—No, a particular auditors' finii should be re¬ 
commended and selected. 

2768. Whether an auditor is qualified or not, if he is included in the 
list of selection by Government, would you olqect to it?—No, 1 have n-fc 
objection if such a list is prepared with the consultation of non-oil'icial 
members. 

2769. Sir Purshotamdas Thahurdus: You know what is known as out¬ 
side audit that is carried out in Government departments. In the case of 
municipalities. Improvement Trust, etc., wo have got this outside audit, 
and 1 know that you have a high opinion about Ibis outside audit. .Do 
you think, in view of the frauds which are taking place in various banking 
institutions, it will inspire greater confidence if Government employ an 
outside audit organization to audit banking accounts at its convenience and 
charge a fee?—I think I should approve of that suggestion. 

2770. The auditors are of good standing and there is nobody who can 
challenge their statement. Bearing in mind the fact that according to the 
present audit the managing directors have succeeded in keeping back essen¬ 
tial particulars or details from the auditors’ knowledge, do you think that 
the employment of the audit organization, as I have suggested, will be a 
handicap or will it be iin advantagi.' lo the institution?—No, it will be 
rather advantageous. That suggestion did not occur to me in the first 
instance. 

2771. 1 want to make it quite clear. This audit organization will be 
employed by which means auditors will be entitled to go to a bank and 
ask for bank’s books .for examination and Government will charge some 
fee for this work. It is just as wo have been doing in municipalities, 
Port Trust, Improvement Trust. It cannot do any harm?—No. 

2772. Mr. Ramadns PanliiJu : Do you think that the investing public in 
this country know the responsibility of an auditor? In other countries an 
auditor is responsible for any losses to the investors, if they are due to gross 
negligence of the auditor. Do you think the investing public in India ars 
quite alive to their rights in this connection?—Yes, they have become- 
alive to this question now. Of course, they were not in the past. 

2773. Do you think there is a clear law about the responsibility of audi¬ 
tors, and if not, do you rely on the English law?—No. 
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2774. Do 3 'ou think there should be any law in this country about the- 
responsibjlity of auditors?—There is a section to this effect in the Indian^ 
Companies ’ Act. 

2775. In spite of this are there not cases in which auditors were made 
liable for bad audit?—Yes. 

2776. I think there were cases in Bombay?—Yes. 

2777. Sir Purshotamdas told you about the audit organization of Gov- ' 
eminent and he said that Government would not take any legal or moral 
responsibility on them. If that is so, do you think this will inspire confi¬ 
dence in public?—I think the use of this outside agency will be very 
rare; it is not necessary to have it. 

2778. Sir Purshotamdas Thakurdas : No, I said that outside auditors 
might go and inspect a bank’s books whenever they wanted?—^I under¬ 
stood that it would be employed whenever an occasion arose. 

2778.«Suoli an occasion will arise when the mischief is done. The 
whole, idea is to avoid sucli mischief being done and in order to effect this 
it is intended to have an additional audit by an auditor independent of 
Government. These outside auditors will be entitled to audit the Looks 
of the banks. If that is done, you have no objection. Have you?—Will 
they'examine the hooks of the exchange banks also or only the Indian, 
hanks ? 

2780. Suppose it is for all the banks, then liave you any objection?— 
No, if it is intended for all the banks including the exchange banks. 

2781. Mr. Ravindas Pantulw. Will there not be any danger that the- 
Indian barxks may suffer from owing to the fact that some facilities in 
respect of audit are given to an European auditor interested in some 
foreign bank?—How long will Europeans have such influence in this 
country ? 

2782. As long as they have s.uch influence?—I think their time is 
coming to an end. Those days have gone and better days will come for- 
us. 

27811. Sir Hugh Coakc. : You say that such an audit should be provided 
for all the banks. Is it not?—Yes. 

, 2784. Chairman : Your Chamber suggest, that foreign banks should 

be required to take out a. licence for being allowed to do business in this 
country and you also propose certain restrictions to be placed on these 
banks. Have you considered what the effect of these proposals would be 
on the facilities now^ available for financing fhe foreign trade of India?— 
We do not really understand how the forejign trade is at all helped by these 
Exchange Banks. Is it by purchasing our bills of lading when the 
goods are already on board the steamer that they are financing our 
exports? 

2785. If I may sav so, there are tw^o sides to the transaction that 
you are referring- to. They not only finance the importing merchants 
abroad but they also help our exporters in this country at least to some 
extent, even according to you?—The Exchange Banks in this country 
operate only for the benefit of their own Nationals who have trading rela¬ 
tions with our country. 

2786. My point is this. The Exchange Banka are at present financ¬ 
ing the export and import trade of otir country to some extent. If yOu 
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■want to get rid of them, will there not be some diminution 

in the facilities that are now available to the country?—^Mr. 
Lalji Naramjj). The facilities are to be valued not in 
money alone but in the general interests of the country. I will 
put before you one concrete instance of how the Exchange Banks are 
financing the foreign trade of this country. This is an incident which 
happened recently and this was decided by the Madras High Court. 
One of my relatives is a piecegoods merchant in Madras. He wanted 
to have dealings with a Japanese firm and purchase goods worth over a 
lakh of rupees. He opened a confirmed credit with the Yokohama 
Specie Bank. The bank said that they had very good reports about the 
standing of the firm but tb.eirs being the first transaction they wanted that 
Es. 30 thousand should bo deposited. He agreed. The goods were 
ordered, but they arrived late. He said that since the goods arrived late 
he could not take delivei-y. The bank said that since he had paid fur the 
same, he must take' delivery of the same. He filed a suit in the High 
Court in connection with this transaction asking that his money might 
be returned. The Bank in the meantime filed a counter claim fot 
Es. 30,000 and odd towards the balance due on the sale price of the im 
ported goods. In the case of the first suit the Court decreed it in favour 
of the plaintiff and this was conliiTned on appeal on the ground that since 
the goods did not arrive in time he could not be forced to take delivery of 
the same. This decision was arrived at after 9 months. Later, the 
Bank was advised to withdraw their suit which was done. The Indian 
merchant also got a decree against the Japanese firm; while the Yoko 
hama Specie Bank ■was found quite ■willing to help the foreign firm to 
get paj'ment for the goods which the consignc'o was not bound to take 
the same bank was found unwilling to help the Indian Firm to get satis¬ 
faction for its decree against the Japanese firm although the latter’s 
agent came to India and the Bank could have helped the Indian firm by 
helpful intervention if it had cared to do .so. What I am driving at is 
only to show that these foreign exchange banks working in this country look 
to the interests of their own Nationals only. That is the position so 
far as the importing trade is concerned. Now, tnk'ng the case of the 
export trade, I might say that these banks arc literally forcing these 
Indian exporters to insure their goods with the foreign insurance com¬ 
panies. I shall refer to a concrete case hero as well. Messrs. Currim- 
hhoy and Sons, one of the leading firms of this country, used to insure 
their exports with the Vulcan Insurance Companv. In this, case, the ex¬ 
change Bank concerned was the Llovds Bank. They said that thev 
would place a limit of Es. 4 Lakhs as the maximum amount which could 
be insured with the Vulcan Insurance Companv, because it was an 
Indian concern. In the same way T can give you several instances which 
have come to mv knowledge. T might sav that T know that even the 
firm of the Vice-Chairman of vour Committee was not permitted to 
insure their goods with an Indian Insurance companv. Now, when the 
exchange banks behave like this, will any Indian, much less your good- 
self, ever recommend that these Exchange Banks should operate in 
this countrv and sav they are doing hns’ness for the good of this countrv? 
The method of dealings of these exchange hanks ■wdth Indians in this 
country is worse than the worst Itureaucrat’s. In the matter of exports 
of our produce, the poor sowcars in our country are financing the move¬ 
ment of crops and it is onlv in the verv last sta<re that the exchange 
hanks come in. Do you call it the financing of foreign trade? They 
are simply taking away Es. 89 crores of Indian deposits and are utilising 
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them to suit their own ends. If restrictions are placed on th^ .opera- 
tlions in this country) our country will not suffer in any way. The 99 
crores of rupees will be back again in the hands of our countrymen aiMl 
the Reserve Rank or the Imperial Rank will be free then to finance the 
foreign trade of our country. It is only a bogey, which is generally heard, 
‘who will do the exchange business if the foreign exchange banks go out 
of our country?’ Just imagine how they are treating our own countrymen. 
They do not give a footing even to one Indian in their officer’s grade, 
not even Mr. Pochkhanawala who was in the Chartered Rank for some 
time. India has been literally tied down by foreign exploitation through 
the three greatest links of trade and commerce, namely, Ranking, In¬ 
surance and Shipping. Unless you take away at least one link from 
this chain there is not going to be any salvation for India. Unless a 
man is himself in business, he does not really know how it pinches. 
That is why we have suggested, that their operations should be restrict-' 
ed in this country and that they should be asked to take out a licence. 

I am only developing the principle and it is for the Committee to arrive 
at detailed conclusions. We have to devise ways and means as to how 
we are to get our ideal. There is no use forming enquiry committees 
and commissions to enable Government to shelve their recommenda¬ 
tions if not to their liking. It must be made plain to these exchange 
banks that they have no right to function in this, country unless and 
until they adhere to our conditions and other stipulations not of the pre¬ 
sent Rxitish Government but of the Indian Government that will 
come into being very soon. They have for over US years now literally 
drained our country to meet their own selfish ends and those of their 
Nationals. Even though you are able to solve the difficulty of Indian 
banking, the shipping and insurance business will still remain to be 
mostly controlled by foreigners. 

2787. Chairman: For my own part, I am much obliged to you for 
this full exposition of the difficulties arising out of the present situation 
with regard to the working of the foreign exchange banks. Am I to imder- 
stand that you would rather put up with the temporary disability that 
might be occasioned by the foreign exchange banks ceasing to function 
in this country (if they so desired) until the gap was filled by Indian 
agencies including the Imperial Rank?—We do not think that there will 
be any disability at all, because the huge amounts of deposits that these 
exchange banks attract at present will be available for that purpose in 
Indian hands. 

2788. I agree that Es. 89 crores which are now in the hands of the 
foreign exchange banks will be available, but you agree that a machinery 
to utilise the same will have to be found out to properly utilise the 
same for the financing of India’s fordgn trade. In fact, one of your col- . 
leagues in another capacity as a banker of considerable experience in 
giving evidence before us told us that the difficulties in the way of Indian 
joint stock banks doing foreign exchange business cannot be removed b.y 
Government interference or legislation, but can only be solved with the 
co-operation of the foreign exchange banka. I am prepared to admit 
that the present arrangements for the financing of foreign trade result in 

a considerable amount of disabilities on the Indian exporter and importer. 
That is, however, a matter for separate consideration. But from the 
banking point of view, we have to face facts as they are. I find that 

Vofi. HI ^ 
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your proposal is to place some restrictions on the operations of these ex- 
change banks. Perhaps, this may be a desirable proposal which I ant. 
not discussing at present, but the effect may be that the foreign exchange 
banks may refuse to operate under such conditions and may decide to- 
withdraw their banking operations from this country, which will imme¬ 
diately create a hiatus. It is possible that you might say that we must 
put up with the inconvenience for some time until India builds up her 
own machinery for the financing of her foreign trade. May I know 
whether this is your attitude?—That position has not been fully consi¬ 
dered by the Chamber, but I (Mr. lialjee Xarainjfj can tell you my owm 
view. I do not agree with what you say that these exchange banks will 
withdraw from this country if some restrictions are placed on them, be¬ 
cause there is such a keen competition in the business. You know busi- 
^nessmen are not at all sentimental. My proposal is, we are restricting 
their operations not because they are non-Indians but because we want 
to have a very fair competition. But, as you say, if they decide to with¬ 
draw from this country, India would certainly be prepared to sacrifice 
her interests temporarily. 

2789. So is it your intention not to make the i-cstrictions very rigid? 

—Yes. There is another point. From my latest experience I find that 

Europeans generally have now begun to realise that they do not want to 
rule India now but only want to trade with her as in the past. 

2790. I am sorry to interrupt you. At the present moment I am 

thinking only of banking and not anything else. Do you not think that 
if the foreign exchange banks decide to withdraw from this country, our 
raw produce will rot?—Certainly not. There is at present a good deal 
of competition between the different countries of the world so that every¬ 
body wants to purchase Indian raw materials. My point is- that we do- 
not want these exchange banks to help our export trade with our own 
money, 

2791. Sir Purshotamdas Thalturdas •. You gave us certain details re¬ 
garding the business of some of your relatives in Madras. Where can- 
the Committee get fuller information?—I will send it. 

Then kindly let us have the suit number and the copy of the affida¬ 
vit or complaint.—I will give you all that information. 

2792. Chairman: There is another point which arose out of the dis¬ 
cussion. You said that nothing could be expected under the existing form 
of Government. Then does it follow that nothing ought to be done 
\mtil there is a change in Government on the lines which you envisage? 
—I simply mentioned that as a possible difiBculty. 

2798. Mr. Khaitan: Are you not aware that in Calcutta, there are 
some buyers who manage to pay money in India; for instance, Bemis 
Brothers. Ealli Brothers and Volkart Brothers are other instances of 
firms which do not use exchange banks much for their import and ex¬ 
port operations. Do you not think that foreign buyers would make their 
own arrangements if the exchange banks refused to operate in India? 
—Certainly. 

2794. Chairman: You say, that the authority to issue, renew or cancel 
licenses should be vested in the Standing Einance Committee of the Gov- 
ernment of India, (a) Are you referring to the Standing Einance Committ-ee 
appointed by the Government of India from among members of th» 
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Legislative Assembly? (b) Aie you awaret that the funotions of this body 
axe-purely advisory? (o) Are you also aware that the composition of this 
Committee is liable to be changed eyery year?—^The constitution of the 
body we propose will have to be settled hereafter. 

2795. [You have suggested revisad forms ‘F’ and ‘G’ in your memo¬ 
randum. Is it your intention that these forms should apply both to Indian 
joint stock banks and foreign Exchange banks?—^Yes. 

2796. It has been suggested to us that form ‘F’ might be amended as 
shown in the copy which has been handed to you. Will you kindly pve 
your views on the amendment suggested in the form? If you are not in a 
position to tell me now, that is, if it is necessary for you to consult your 
Committee, I should be quite glad to have your written answer later on. 
You have suggested certain amendments in the form which at present 
exists in the Indian Companies’ Act. The difference between your form 
and the statutory form is a matter of detail. Now we have already 
received a form from the Institute of Accountants which is different from 
the form which you suggest. The difference is merely with regard to bad 
debts. 

2797. So you still adhere to your form? Ycu still think that it will 
be adequate to meet all requirements?—Yes. Our point is why should 
any distinction be made in the case of India; when the rest of the world 
follows the form we have recommended? 

I have not much esperience of that myself; perhaps Sir Hugh Cocke 
will pursue the matter at greater length. 

2798. Chairman: You suggest that a bank should not be allowed to 
start business unless 25 per cent, of its subscribed capital has been paid 
up. Do you not consider it desirable to prescribe a minimum paid up 
capital in substitution of or in addition to the percentage limit of paid up 
capital suggested by you?—We have suggested about a lakh of rupees; 
not less than a lakh. 

2799. Or not less than 25 per cent., whichever is higher?—^No, no4 
less than 25 per cent. 

2800. It has been suggested to us that the certificate given by auditors 
should be more explicit as regards debts considered doubtful, the true 
market value of securities and the proper valuation (4 investments at the 
date of audit. Do you see any objection to this proposal?—I should like 
to know what exactly is meant by the words “more explicit’’. What is 
intended by these words? 

(Here, the Chairman handed to the witnesses a written statement sub¬ 
mitted by another witness who made the following observations):— 

“Auditors’ Neport to the Members of the Barclay’s Bank, Limited. 

We have compared the above balance sheet with the balances on the 
bo.oks at the Head Office, and with the detailed returns from the Branches. 
We have verified the cash with the Bank of England the cash and Bills 
at the Head Office, the investments of the bank and the securities held 
against money at Call and short Notice. We have obtained all the infor¬ 
mation and explanations we have required; and we are of the opinion that 
the above balance sheet is properly drawn up so as to exhibit a true and 
correct view of the State of the bank’s affairs according to the beet of our 
information and explanations given to us and as shown by the books and 
returns of the badk’’. 

V 2 
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GhairtiUtK : SImuM ‘you prefer to give a 'written opinion after 
mature eonsideratien 1 -will ask Secretary to send you the question and 
gelt a written answer from jifar Chamber.—Ail right. 

Sir Hugh Cocke : I think, Sir, the whole difference is that the En^ish 
certiffeate gives full details, while the Indian certificate does not. 

S802. Cfhttirvum: Your Committee have expressed their opinion that 
banks should be protected against an}UBt attacks on their sta^ty and 
suggest that bs&>re proceedings are instituted against a bank, the com* 
plainant should detain a oeii^cate from the Advocate General. On the 
other hand it has been stated by several witnesses, individuals as well as 
associatious, that the best insurance against damaging critioism lies in 
a sound position and that they would therefore deprecate any interference 
by legislation in such matters other than that provided by the existing 
law. It has also been represented that in scune cases where prosecutions 
have taken place many important facts have been brought to light. 
you favour us with your views on this aspect of the question?—^Generally 
speaking. Sir, those who do banking business do not like at all that any 
publicity should be given with regard to doubtful affairs. In their opinion 
It is very harmful. I will give an instance. Some time ago there was 
some panic in the sugar market; only one firm failed. But because the 
market was going down, not only ths Imperial Bank but all the banks 
stopped doing business with the whole of the sugar market. 

I am here concerned with banks only?—^Yes, Sir, I am coming to that 
aspect. I think any publicity without due care is injurious not only to 
the particular bank concerned but also to the entire mercantile community 
which may be depending on that bank. A sort of panic spreads as a 
result of false rumours which is very harmful. In Scotland there is a rule 
laying down that such complaints are first to go to the Advocate General. 
Another thing which not infrequently happens in India is that if a party 
is displeased with the whole Board, he will set up certain shareholders 
against the bank. Out of rivalry or malice they do things which are 
extremely harmful to the whole bank. Our point is that these things 
should not be encouraged. If an authority like the Advocate General in 
Scotland is provided, it will be very beneficial. We believe that that 
Advocate General will be very careful particularly where banking interests 
are concerned. Wo are further of opinion that the case should be con¬ 
ducted in camera. It is dangerous to drag big concerns to court on small 
pietexts or very flimsy chaiges. 

2803. So you still adhere to your recommendation?—^Yes. We recom¬ 
mend that the case should be conducted in camera. 

2804. Yon state that the local Indian banks have been recently en- 
f.fiurag^ng youngmea trained in local colleges to join their staff with a 
view to obtaining practical training. Will you kindly tell the Committee 
whether this training is confined to person? whom the bai^s proposed to 
take on their establishments or is it merely to enable toem to sit for 
banking examinatioiiH ?—For both the purposes. 

2806. "Will you kindly name for our information one or two banks which 
enable caadidates to sit for banking examinations?—^Wie Central Bank 
does it. 

2806. That is probably the only bank which does it.—^I remember that 
T leci'inmended a man to the Imperial Bank three yean ago and th^y 
gave him a ohancs to study,. 



809 


2807. Will Mr. Poohkhsnawala, who is here, kindly say whether he 
proTKies such facilities for candidates, and whether it is the practice of 
the Central Bank to take on youths and allow them facilities to get through 
their banking examinaticms even though the Central Bank may not after¬ 
words be able to absorb them in their own organisation?—^Yes. 

2808. You state that there is no co-operation between indigenous joint 
stock banks and other banks in India. Can you tell the Committee why 
there is no co-operation and what can be done t'l secure such co-opera¬ 
tion?—It is a very difficult question. Sir, to answer. I am not sure 
whether it will not again drag us into polities. 

2809. Let us try to eschew politics.—^There is no co-operation between 
the joint stock banks and the other banks; there cannot be, because of 
the dual interests everywhere. The clash is due to unavoidable ciroum-i 
stances. 

2810. Is it the same reason which stands in the way of co-operation 
between the Imperial Bank which, I take il^ou will recognise, is really 
an Indian joint stock bank and other joint stock banka or is it because df 
the rigid rules under which the Imperial Bank has to act?—The consti¬ 
tution of the Imperial Bank is such that even the Imperial Bank ia not 
in a position to help the other Indian joint stock banks. 

y811. Are you referring to the legal constitution?—Yes. 

2812. In answer to question 8 of the same Section you state that the 
principal reason why more capital is not invested in the expansion of the 
existing banks or the establishment of new banks is the want of adequate 
support by legislation against the flimsy and malicious attacks which 
are sometimes launched against bMjka. Can you tell the Committee whe¬ 
ther these flimsy and malicious attacks have been of common occurrence 
or they have been only a special feature of recent years and only confined 
to one Dank?—This has been a feature only of recent years. To give you 
an instance, only yesterday a bank employee (of the Bank of India) bought 
certain foreign goods from the cloth market; so the name of the bank 
is put on the list of institutions to be raided. 

2813. Can that be stopped by legislation?—Legislation will never stop it. 

2814. Mr, Manu Subedar: Mr. Narainjee, what else will stop it? 
(Laughter.) 

2815. You refer to the benefit of free Government balances which the 
Imperial Bank enjoys. Are you aware of the services it renders in return? 

'—^I have not got figures with me to indicate the amount of advantage 
accruing to the Imperial Bank. But if they are receiving from the public 
as well as from Government nearly 25 crores, we do not think they are 
at any particular disadvantage. 

2816. I am referring only to the benefit of free Government balances. 
Let us confine ourselves to that. Can you say whether the information 
in your possession Jeads you to the conclusion that the concessions which 
the Imperial Bank receives from Government are not counterbalanced by 
services which it renders in return to Government?-—The services render¬ 
ed bear a very litlle proportion to the advantages received. 

2&17. Has your Chamber ever tried to nnahse the situation?—^Yes, Sir, 
we have, and our analysis leads us to the conclusion that Government are 
getting very little compensation for the great advantages it has been giving 
to the Imperial Bank. Moreover, the Imperial Bank does not keep only 
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Oovernment balances free of charge; under the Act certain balances are 
bound to be kept with the Imperial Bank, such as Charity balances or 
Trust moneys. Thes-e cannot be termed Government, balances. They 
are a source of considerable income to the Imperial Bank and the service 
which they render in return is comparatively far less. 

2818. But your Chamber never tried to assess it in rupees, annas and 
pies?—No, we never tried that. 

2819. Mr. Devadhar-. I should like to know, what is exactly intended 
to be secured by ycur Chamber’s efforts towards the revival of the Sl^ff 
system in the interests of the ag^riculturists?—Let me make a distinction; 
the shroff should not be taken as a shroff alone, the sowcars in villages 
and towns may also be shroffs. 

2820. You intend thereby to secure better service to agriculturists?— 
That is BO. 

2821. Win you please give us the varying rates of interest that are 
generally charged to the agriculturists by these small moneylenders?— 
iFrom 12 to 26 per cent. 

2822. You claim m your memorandum that the Shroff system would 
be the qxiiokest os well as the most econonuc method of developing bank¬ 
ing in the country?—Kes. 

2823. But do you know that the rates of interest charged by oo-operar 
tive institutions are smaller than those charged by the moneylenders?—^ 
I agree, but the difficulty is in regard to the forms and procedure of going 
to Sie co-operative bank which is not rmderstood by the illiterate man. 

2824. You mean it is not the quickest?—and not even the safest because 
you have certain restrictions, e.g., the audit system and other procedure 
which may not be convenient. 

2825. You think it is not necessary?-—It is necessary. There is an 
advantage in the rate of interest, but if oi-.e goes for assistance to the co¬ 
operative bank, he has to pass through certain procedure. 

2826. You mean to say it is not as quick as is claimed in the case of 
the Shroff system?—and not suitable to the agriculturist. 

2827 With the spread of education and better understanding of the; 
different processes, it can be done?—^It is a very big ‘if’. When are Gov¬ 
ernment going to spare money for education? I do not want to bring in 
Government, but I want to say there is no money at present. 

2828. Your Chamber is in favour of licensed warehouses being opened 

and operated upon. Would you have any objection to such business being 
managed co-operativelj' with some help by a Government Department?—‘ 
I have no objection. 

2829. In answer to Q. 8 of the Provincial Committee yon complain of 
harassing and dishonest tactics practised by some traders by sheltering 
themselves as agriculturists and by taking advantage of the Deccan Agri-i 
culturists’ Belief Act and ultimately propose that it should be repealed or 
inodilied with regard to certain sections. Can you give us some idea of 
the sections which you would like to oe modified?— -I cannot refer to the 
particular sections. I think you will agree that there are certain people 
who are not true agriculturists, but they take the advantage of being agri¬ 
culturists and evade Iheir other civil liabilities in other tr^es. If a man 
is doing cotton business and if there is a decree against him, he may Kav® 
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properties which you cannot execute under the Deccan Agriculturists’ 
ilelief Act. 

2830. What is the unwillingness on the part of the shroffs to adopt the 
cheque system due to?—You must Imagine the small amounts of money 
they have to handle. Barring certain towns, they deal hsuxUy in amounts 
larger than Es. 20 or 30 and they prefer to beep it in cash. 

2831. Can it be attributed to his not being in full sympathy with the 
principles of modem banking 1 —When he has nothing to eat, how can 
we speak of modern banking? 

2832. We are talking about banking education being promoted vigorous¬ 
ly. Do you think a man of status (not a small shroff) would be willing 
to employ these men when they are properly trained as bankers?—^But 
they take the training themselves. 

2833. Would you practise the same old methods or come into line with 
the modem advance which the scienee of banking is making?—The staff 
must be trained. 

2834. Mr. Ramdas Pantulu: Do you think that where co-operative 
banks do exist .and work well they can be used as media for financing agri- 
eult’orists by the joint stock banks?—^Yes, they can be. 

2835. You said that co-operative banks could not lend as easily as 
■the moneylender and that the formalities in the case of the moneylender 
are few so as to make money available easily and promptly to agricul¬ 
turists. You think that business can be done by money-lenders better?—It 
is not only formalities, but finance. Co-operative banks can go to a certain 
extort; they have to provide and guard themselves against certain rules. 
The shroff or sowcar has only to guard against such exigencies as he thinks 
for himself with his limited means and he takes risks which co-operative 
banks may not take. That is why the shroff can be a better agency. 

2836. The shroff or moneylender finances the agriculturist without due 
regard to the agriculturist’s own benefit, g.g., whether the money is re¬ 
quired for productive piuposes or not, wliethor it is really wanted or not, 
he lends money provided he has security. .But a co-operative bank is 
expected to look into the policy and .see that the money is really wanted. 
In every way it benefits the co-operator; therefore it is a better agency 
than the moneylender. While the lending by the moneylender has ruined 
the agriculturist, the moneylending through the co-operative agency has 
been to the economic benefit of the ryot. What do you say to this?—^I 
think it is technically and theoretically quite right, but if we look at it 
from the practical point of view, human nature is human nature after all. 
The agriculturist may have his limited place. It may not be for the pro¬ 
duction of crops, but he wants certain things for which if he is not given 
-facilities he runs into debt. 

2837. With regard to the difficulty in obtaining finance, I shall tell 
you my experience as a co-operator. In every province arrangements are 
now made to finance agriculturists promptly by introducing the system of 
forecasting the requirements of a village. The village society then applies 
to the central bank for the money required for the whole of the village. 
Then the central bank takes a cash credit for the entire requirements and 
under this arrangement it does not take more than three days for any 
member to get money from the central bank. If the payment is made 80 
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jHoanptly as in 3 o? 4 days, do you still think there are difficulties?—dO’ 
not follow the question exactly. Do you wish to advance on raw pro¬ 
ducts before they are marketed? 

2838. Our finance is both post-prGductiv .3 and pre-productive. For 
purposes of agriculture we give finance upon the securitj of properties and. 
also of sureties. One member can stand surety for another. If there are 
60 members in a village, each of them can be a surety for another. Hither¬ 
to you are right in saying that a man normally used to take 3 to 4 months 
to get what he wanted. But now under the arrangement I have described 
above, viz., by the society forecasting the requirements of the whole 
village for a year we have facilitated the financing of money by making it 
available readily It is only operating partially, as the difficulty you 
mentioned does exist in many places. But supposing you were able to 
obtain money promptly and adequately, do you not think it is a better 
system?—A risk is run with a fall in prices. Suppose cotton was 300, 
v^en It has gone to 200, you hold the cotton on behalf of the agriculturist 
in spite of the fall of Es. 100, or you provide that you sell it any time you 
like i 

With regard to the co-operative arrangements, wt) are only doing com¬ 
mission business. I'he agriculturist suffers the loss?—The sowcar only 
looks to the market and adjusts himself, while the co-operative bank lool® 
to its own liability. It does not want to do anything with unlimited 
liability as the sowcar does. That is why it is preferable to the agricul- 
tmist from his point oi view. 

2839. You say that the advantage is that the sowcar takes more risks? 
V—Yes. 

2840. Do you think it is beneficial in the interests of the ryot himself 
to borrow largely?—The needs of the Indian agriculturist are very little. 
He may incur a debt of Es. 10 or so; his condition is such that I do not 
think he will borrow on a large scale. 

2841. Supposing in a particular locality there was no branchy of the 
Imperial Bank c.r of a joint stock bank, but there was a co-operative cen¬ 
tral bank, would you want the agency of a shroff even there ?—^I would not, 
if the co-operative agency can meet the wants of the ryot. 

2842. Is there a great deal of objection to co-operative banks discount¬ 
ing bundis? To a small extent it is done in Bombay and Madras by pro¬ 
vincial banks.—These questions are hypothetical. Up to the present 
moment the working of the co-operative banks is not very encouraging; 
that is why my Chamber has not been supporting their operations. As 
you say, there have been many improvements lately, it may be that this 
machine may work well. It depends upon the education of the people. 

2843. Their business methods will improve as education becomes more 
widespread?—Yes. 

2844. With regard to debentures of industrial banks, do you think that 
if Government guarantee interest, the debentures will become more 
popular in the market than otherwise?—^It cannot be said, it may be the 
case. 

2845. At present, are long-term debentures popular in the market?— 
Not very popular Looking to the present policy of Government, how can 
anybody like to have debentures in preference tc treasury bills? Why 
should a man go for long-term loans when he can get 6 per cent, easily* 



313 


2846. Joint Stock Banks are not quite ready to advance against suoli 
debentures?—Certainly they want to keep their position as liquid as pos¬ 
sible 

2847. With regard to the question of legal protection, I want to tall 
you exactly what the position is. you said you would be satisfied if the 
enquiry is held in camera. As a matter of fact, under the Criminal Pro¬ 
cedure Code, the magistrate has the discretion not to issue processes at 
once, but to make a preliminary enquiry or investigation, either through 
a police officer or a subordinate magistrate. The words used in the sec¬ 
tion are ‘investigation or enquiry’ and they are necessarily not public. The 
trial is public, but the investigation or enquiry should be confidential and 
be has the discretion to hold it in cam-era. Are you satisfied with this 
discretion or do you want to take away this discretion and make it obliga¬ 
tory on the magistrate to proceed in a particular manner?—would like to 
take away the discretion and I would suggest that it should be obligatory. 

2848. There may be delay in launching prosecution end there may be 
many cases in which the magistrate may want to take prompt action to 
see that the defaulting bank does not tamper with public funds. The 
money may disappear, the man might bolt, the securities may disappear if 
immediate step.s are not taken which can only be done by "a magistrate 
in his judicial capacity. Therefore if you take away his discretion, there 
may be great hardship resulting to the public.—Legal brains can find out 
some method fer expediting matters. From our experience of the past 
we can only say that no such complaints have been made. 

2849. You are thinking of particular classes of offences arising out of 
balance sheets, etc., and some offences under the Indian Companies’ Act. 
You are not thinlring of cases of embezzlement, misappropriation or 
frauds?—No, thev can be dealt with under the ordinary law. 

2850. So you want to confine your statement to a particular class of 
offences, more or less of a technical character.—Yes. not of a criminal 
character. 

2851. Mr. Shanmukham Chetty: In your memorandum you have drawn 
the attention of the Committee to what you call four cardinal principles 
and the third of the^e is that indigenous insurance business shoffid be 
dt veloped and encouraged as much as possible. Do you consider insurance 
is absolutely connected with banking?—^Yea. 

2852. That is to say, you consider that insurance is a form of mobilising 
the savings of the people?—Certainly it is. 

2858. It is from that jKiint of view therefore that insurance business 
must form an essential part of the banking concern of a country?—I have 
referred to this question very lengthily in my speech at the Federation at 
which the Chairman and Sir George Eainy were present. If you woiild 
like me to .send you a copy of that speech, I shall do so. India has not 
beeu able to mobilise capital as other countries have been through their 
own agencies of insurance. 

3854. With regard to the relation between fire insurance and banking 
concerns, you said that certain banks for instance insist that fire insurance 
must be effected through a particular fire insurance company?—Yes. 

2865. Is it your experience that even the Imperial Bank insists on any 
such condition?—^No. The Imperial Bank has not only taken the agencies 
of Indian insurance companies, but now they hate been trying to meet 
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fQ'liaii insurauco companies as far as possible. I can give you my own 
experience. I started my insurance company in l9l8. When Sir Narcot 
Warren retired two years back, we were successful in explaining to him 
after putting all our cards on the table and showing how we were working 
our limits, our retentions, our securities, etc. W'e have been able to con¬ 
vince the Imperial Bank to such extent that they are now helping the 
Indian insurance companies. They have gone so far as to have accepted 
also cur agency in Madras. 

2856. So the Imperial Bank is now encouraging Indian insurance com¬ 
panies.—I would suggest that it is the duty of the Imperial Bank to become 
agents of Indian insurance companies. They should not become agents 
of foreign insurance companies just as foreign banks are not agents of 
Indian insurance companies. 

2857. So you think that some provision ought to be made by which 
the Imperial Bank ought to be compelled to take up the insurance of only 
Indian insurance companies?—^Yes and thereby assist in mobilising capital 
in India. You will see that every year we are exporting capital in the 
form of insurance to the extent of nearly 2 to 3 citires instead of encouraging 
the growth of Indian insurance companies. 

2858. Have you come across cases in which bank managers and bank 
agents are acting in their personal capacity as sub-£igents of insurance coin- 
panies?—Yes, even the Imperial Bank’s agents are now agents of foreign 
insurance companies. 

2859. Is that practice still continuing in the Imperial Bank?—It is in 
certain places. 

2860. Where such practice exists and where the agent of the Imperial 
Bank happens to be a sub-agent of a foreign insurance company, he 
naturally tries to force the borrower to effect the insurance?—It is 
voluntary. 

2861. Sir Purshotamdas Thalcurdas: You are taking it for granted that 
the commission goes to him ?—I 'am not taking it for granted; that is my 
practical experience. 

2862. Otherwise, the officer in charge does not benefit?—The officer-in¬ 
charge does benefit. If you will see the balance sheets of insurance com¬ 
panies, you will find that what are shown as expenses are discounts and 
extra management expenses. The latter go as extra remuneration. 

286.3. Illicitly ?—Whatever you may call it. 

2864. Mr. Shanmukham Chetty: Therefore, where the bank agent 
happens in his personal capacitjr to be a sub-agent of an insurance com¬ 
pany, even without his prompting the borrower, just to please the agent 
and get facilities, he effects the insurance through that particular com¬ 
pany?—^Yes. 

2865. You think, therefore, that it is very essential that banks must 
have a very strict rule that their agents and managers should not be 
directly concerned with insurance companies?—If they are concerned at 
all, it should be with Indian Insurance companies only. In foreign 
countries banks and insurance coimpanies work hand in hand; it is absolute¬ 
ly essential. You will never find a bank without an insurance agency. 

2866. I heard that some time back the Imperial Bank made a rule that 
any commission obtained through the agency of an insurance company, 
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-inust be credited to the bank’s account.—But that rule refers to the 
scheduled discount. There are things over and above the scheduled dis¬ 
count, e.g., reimuneration per month, remuneration for assessing claims, 
etc., which you cannot deny. These are all trade secrets, but they are 
open secrets. 

2867. Therefore, the real object of that rule of the Imperial Bank is 
being evaded by this secret conimis.sion or whatever you may call which 
the agents still continue to get?—^Yes. 

286S. And you think the agents of the Imperial Bank still continue to 
get what you call this illicit commission?—I know they are getting it. 

2869. Mr. Lamond: Can you give us an instance?—I would not like to 
name any instance directly, though I know that it is taking place. 

2870. You are making a definite statement which is against one of the 
rules of the Bank. You can give us the information at least con¬ 
fidentially?—I am sorry I cannot give the information. 

2871. Mr. Manu Subedar: Could you give a case without mentioning 
the name of the place or the name of the knan concerned?—That does not 
help the Committee. 

Chairman: Either the Committee has to accept the statement Imade 
by the witness or not. The witness refused to disclose even confidentially 
the details of the allegation which he has made. The Committee regret 
they are unable to pursue the matter. 

2872. Mr. Shanmukham Chetty: Speaking about the industrial bank, 
you say that it is not intended that the Corporation should find the whole 
finance for either fixed capital expenditure or for working capital, nor 
•that it should finance industries such as the cotton textile and the jute 
industry which are already existing in the country. You mean to say that 
it must be made a principle of the working of this industrial corporation 
that it should not finance well established industries.—The suggestion is 
that all industries should be encouraged, whether new or old. 

287.3. Mr. Chetty: Do you not think that in certain cases it is very 
important from the national point of view to make the existing nationsd 
industries live and not to allow them to die?—Yes. 

2874. Would there be a bar to the old industries according to your 
statement in the memorandum?—No. 

2875. If that is so, your statement is to be taken as modified?—^No, 
it should not be. 

2876. You suggest in your memorandum that more encouragement 
should be given to the new industries?—^Yes, but I have also suggested 
that an advancetment should be made in the old industries also. 

Sir Hugh Cocke: In the next sentence they say so. 

2877. Mr. Khaitan: The Chairman asked you several questions about 
yom: recommendation that foreign banks should be converted into com¬ 
panies with rupee capital with majority of Indian directors. You gave 
several reasons for this view. Was there any particular case in your mind? 
Is your recorolmendation also intended for the security of Indian depositors? 
Take an instance of the Bank of Taiwan which failed. As there was no 
regulation prevalent in India the Bank of Taiwan removed all its resources 
to Japan. In such a case the Indian depositor would not be able to get 
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anything. Was that case in your mind?—Protection to Indian depositors 
is one of my reasons. 

. 3878. Do you think that the Indian depositors can be properly protected 
if the foreign banks that want to operate in India would register themselves- 
as an Indian Company?—Yes. 

2879. Do you say that such a bank would come under the Indian Comi- 
panies’ Act and that the resources would be available to the Indian 
depositors?—Yes. 

2880. Chairman: It is not really fair to do so. Because that can be 
safeguarded by other means. Is it not?—^Yes. 

2881. Mr. Khaitan: But that is one of the points which is in your 
mind?—^Yes. 

2882. You want certain restrictions to be placed on the business of 
foreign banks. You have not given details thereof. Would you recom¬ 
mend, as many of the other witnesses have done, that foreign exchange 
banks should not be allowed to receive deposits in this country?—^Yes. I 
agree with the suggestion. But I do not want to make that a main point, 
because I have suggested another point which is to give licenses to these 
banks and they should be converted into rupee companies if such an 
occasion arises. 

2883. Chairman: I understand that you do not want to make restric¬ 
tions rigid. As a matter of fact to convert the banks into rupee capital 
is not part of the conditions you refer to. In answer to my question you 
stated that the rupee capital etc., is an ideal which you hope to attain 
when the political conditions change. But you did not make that part 
of restrictions rigid. You also said that it was not the intention of your 
committee to impose any rigid conditions in connection with the licenses. 
Is it not?—^Yes. By ‘rigid’ I mean impossible conditions. 

2884. You mean licenses should not be issued with impossible condi¬ 
tions?—^Yes. Until we get control over the banks, there should be some 
protection to depositors. 

2885. From the point of view of banks, it may be an unreasonable con¬ 
dition. To safeguard the interests of the depositors several other sugges 
tions have been made by you. imd it is not necessary to stop foreign banks 
from receiving deposits to secure that object. Is it your object?—^Yes. 

2886. Mr. Khaitan: You saj an “industrial corporation” must not be 
allowed to lend more than 10 per cent, of its capital to a particular in¬ 
dustry. In this do you include reserve fund also or only the capital?— 
Capital and Reserve fund, both. 

2887. You also say “Not more than 10 per cent, of its capital should; 
be allowed to be lent to a particular division of a province.” You know 
there is more industrial development in certain divisions and in the others 
there is less. Would you not permit of this rigid condition that you try 
to impose being removed and more discretion being given to industries? 

It is a matter subject to adjustment. We are not particular about that. 
Our idea is that we want to restrict our risk to 10 per cent. The whole 
idea is that we want all the parts of the country should get the benefit of 
these loans. 

2888. You mean to say that your conditions should not be rigidly 
enforced. It is a crude idea. Is it not? Yes. 
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2889. The Chaurman put you a question asking whether you are awaro 
of the services the Imperial Bank renders in return for the benefit of free 
Government balances which it enjoys. Do you know the reason or reasons 
why a restriction was imposed on the Imperial Bank against doing 
exchange business? A Manager of a British exchange bank suggested the 
other day that as the Imperial Bank enjoys the benefit of free Government 
balances, it should not be allowed to compete with exchange banks in 
exchange business. Is that also your idea?—I do not think that question 
arises fro/m the question of the Chairman. 

2890. Ohairman: I referred only to the free balances and the witness 
said that it was a considerable advantage. This is an advantage it gets. 
Mr. Khaitan is asking quite a different matter based on that question ?—I 
have no objection to reply to that question. I think it is most unfair that 
the Imperial Bank should be prevented from competing with these heaven- 
bom exchange banks. 

2891. Mr. Buckley: Are you aware that at the time of the passing of 
the Imperial Bank Act the balances of the foreign exchange banks with 
the Imperial Bank were three times the balances of Government and do 
you not think, therefore, that that in itself was a good reason for the 
exchange banks to say to Government that they did not think it fair that 
the Imperial Bank should be allowed to do exchange business with their 
balances and that if the Imperial Bank was allowed to do so, they would 
withdraw their balances?—Was it a condition that Government set that 
the Imperial Bank should not be allowed to do exchange business as the 
exchange banks were going to lodge their balances three times the balances 
of Government?—May I know when the balances of these banks were 
three times those of Government? 

2892. I do not remember the exact time, but at a certain time the ex- 
ohange banks’ balances were three times the balances of Government?— At 
that psychological moment it may have happened. 

2893. That is one of the reasons, the other reason was that the 
Imperial Bank was subsidised by Government whereas the other exchange 
banks were not subsidised. Do you not think that was a very good 
reason?—I do not think there was any reason for them to do so, unless 
there was a condition that exchange banks would be agreeable to keep' 
their balances with the Imperial Bank three times the balances of Gov¬ 
ernment. At the psychological moment it might have happened that 
these exchange banks had their balances three times the Government 
balances with the Imperial Bank. These banks are very clever and they 
know how to do window-dressing. I think this was only a friendly arrange¬ 
ment between themselves. India feels very much that their banking is in 
the hands of non-Indians, because banking is the life of the country. I 
find that these exchange banks are trading on Indian deposits. 

2894. Chairman: It seems to me that there is window-dressing all 
round. We have heard about one class of window-dressing to-day and we 
heard of another class of window-dressing the other day. 

2895. Mr. Ramdas Pantulu: (to Mr. Buckley) May I know what is 
the balance of exchange banks to-day with the Imperial Bank? 

Chairman : You cannot put a question to Mr. Buckley. That we shall 
■see among ourselves afterwards. 
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2896. Mr. Buckley : Do you suggest that the exchange banks did* 
window-dressing at a particular time?—I do not suggest it. 

2897. You stated that if India could be rid of the foreign exchange 
banks and the facilities now available for financing the foreign trade of 
India were withdrawn, the foreign buyers would manage somehow or other 
to buy Indian products. If that is so, how would you benefit?—Let me 
correct this. You have misunderstood me. ’ We do not want to get rid 
of the exchange banks, but we want to get rid of the undue control that 
these exchange banks are having. 

2898. Mr. Manu Subedar: I was interesfed to hear that you have 
placed with the Hongkong Bank a certain amount of deposit with the idea 
not only that it would be safe but also that the bank should accept the 
policy of the Insurance company. Would they be receiving large amounts 
of deposits from other companies also?—Yes, if there are more Insurance 
counpanies, they would. 

2899. Would the deposits of exchange banks arise from other various 
classes of people, not merely for safe custody, but for the facilities the 
people would get for their business?—^Yes, because these banks have the 
knonopoly of Indian trade which they now enjoy. 

2900. So the merchants get certain facilities from the exchange banks 
if they deposit their money?--We must have certain amount of deposits 
and then only we can get the facilities. 

2901. For these various business considerations and not exactly for 
interest, that we have been told the exchange banks have been able to 
attract Indian deposits at cheaper rates. So, do you suggest that it is no5 
because of the greater resources or the greater credit but because of the 
indirect advantage the depositors get from them?—It is one of the reasons. 
But our main reason is that they have got big resources. 

2902. The depositors would accept ^ per cent, lower rate in order to get 
other benefits. Is it not?—It inay be due to both. Of course, mainly the 
depositors go there due to the influence they possess in monopolising 
business. 

2903. You suggested that the benefit of business or foreign trade goes 
to the people who are non-Indians. Is it not?—^Yes. 

2904. Then, the use of these benefits is made for the persons who are 

not Indians. Do you suggest that?—I think you are referring to the 

answer we gave to the Chairman. The Chairman suggested that if the 

foreign banks were done away with, the export business would suSer and 

we said that the export business was not done by Indians on a large scale 
and so, it would not harm Indians. 

2905. All these deposits according to you are Indian moneys. It is 
helping a certain class of traders in this country and that class of traders 
according to you is non-Indian. Because Indians are not encouraged in 
.this respect, you suggest that you want to control your own savings your¬ 
selves. So that reasonable facilities will be given to Indian and their 
share in foreign trade may increase. Is it so?—Yes. 

2906. As the exchange banks do not give adequate facilities, you suggest 
you will get them registered under rupee capital and also have licenses 
for their business. Would you Imake them work under Indian law and 
under Indian control?—Certainly Indian directors and Indian shareholders. 
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2907. Then, they are no longer the same bodies. You are suggesting 
a remedy for starting exchange banks, but you have no arrangements for 
the existing exchange banks. What do you say to this?—It is their choice. 
If they want to do business, let them do so under a license. 

2908. So long as the present exchange banks are not stopped from taking 
deposits, it is not possible for new exchange banks to come into existence? — 
Just as in America foreign banks are not allowed to accept deposits, it 
should be done here and that would solve the whole question. You may 
give cert.ain concessions to thetm, but they should not compete with the 
Indian banks. 

2909. Do you say that a restriction should be put on the exchange banks 
whereby they cannot accept deposits?—You cannot restrict any man from 
accepting deposits. If they refuse to do business as is suggested, tlien 
this will be the last resort. 

Chairman : His idea is that this restriction should not be introduced 
immediately. -It should be given effect to as the last resort. What he 
wants is that the disability under which the Indian trader now labours 
owing to the differential treatment should be removed. He suggests that 
in the first instance these foreign banks should work under a license and 
if it is found that they are not giving proper treatment to the Indian traders, 
then he suggests, as the last resort, his idea of rupee capital, etc. 

2910. Mr. Manu Subedar : He definitely said that if necessary he would 
introduce the restriction regarding accepting deposits. May I know under 
.what conditions?—If they do not accept the terms of the license. They 
should do business in this country under the terms of the license, which 
terms should be fixed by the Finance Cotomittee composed of non-official 
members. 

2911. What is your object?—My object is that they should not com¬ 
pete with Indian trade; they should not compete with any Indian export- 
business. I find they are very hostile to Indian interests. I have per¬ 
sonal experience of this fact. I have been doing insurance business w:th 
a foreign insurance company. That company has the same capital as 
mine and in the same year both the insurance companies were started. 
The same exchange bank which refused to give us facilities gave that 
foreign insurance company the best facilities. We have to find great 
difficulty in getting these facilities, simply because we are Indians. Such 
a hostile attitude to the Indian enterprises should not be allowed. If ae 
businessmen they like to live here, we do not want them to go away from 
this country. 

I do not understand how a license will bring about this attitude on the 
part of the foreign banks?. 

Chairman: You know there are several clauses. There is, what we 
call, legislative and restrictive clauses. If we consider that a certain 
department is giving excessive benefits to a certain trade, you license 
them. In that way, their attitude is checked. 

2912. Mr. Manu Subedar-. What possible terms could you lay down 
to change the attitude of these people against Indians?—I have nc»t 
considered the terms of license. If your Committee wants it, I shall 
Consult my Chamber and then let you have the terms of license. 
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291B. You say that if the result was not secured by the method of 
license, then these other restrictions are to be put into effect. Is it 
not ?—^Yes. 

2914. Who will draw up the terms of the license, this Committee or the 
Assembly?—have suggested the Finance Committee composed of non¬ 
official members. 

2915. After issuing the license, etc., as an initial step, if there is 
no change of attitude on their part, then who will decide that the second 
suggestion of yours should be brought into force?—Time will tell us what 
we have to do. Government will discuss the matter later and they will 
decide what comse should be followed. There should be another com¬ 
mittee, if necessary, and if the committee agrees with the views expressed 
by Government, they should take further steps. 

2916. Dr. Hyder: Would I be correct in assuming that you are for a 
policy of live and let live if the foreign exchange banks are amenable to 
sweet reasonableness?—Yes. , 

2917. According to the memorandum which you furnished to the Pro¬ 
vincial Banking Committee, taking the unit of the population at one lakh, 
you will probably require about 3,000 branches of the Imperial Bank before 
the country is amply served with banking facilities. Take the ease of 
indigenous bankers and shroffs whom you want to act as agents of the 
Imperial Bank. Would you have one such shroff for every village, and 
you know there are about 700,000 villages in India?—One shroff may be 
sufficient for even a hundred villages. All depends upon the requhements 
of the locality and the population. 

2918. To begin with would you recommend the appointment of shroffs 
in bigger centres of the country rather than the mofussil?—^Bigger centres 
have already got branches of the Imperial Bank and so there is no need 
for these shroffs there. 

2919. Then if you want to have these recognised shroffs in mofussil 
places, would there not be some difficulty in making the selection?—There 
might be some difficulty, but this could be overcome. 

2920. With regard to the shares of the foreign exchange banks operating 
in this country, do you know whether any of them are being held by 
Indians?—There may be a few, but even if there are, those Indians have 
no voice in the management of the concerns as they would be entirely 
in the hands of the bank managers. 

2921. Would it be in accord with your views, if for instance, this 
Committee recommended some sort of an Advisory Body to bring to bear 
the spirit of sweet reasonableness into these exchange banks?—^We do not 
believe in any advisory or illusory bodies or anything of the sort. We 
want the Committee to take definite action and suggest that such and 
such restrictions should be placed on the operations of the Exchange 
Banks. 

2922. I mean an advisory body brought under the legislation?—I do 
not like the idea at all. The Committee must come to clear conclusions 
for the betterment of the coimtry instead of thinking of advisory bodies 
whose recommendations are not final. 

2923. You say that in the Eeserve Bank the principal Indian States 
might also deposit their surplus vrith it. How can you force the Indian 
States to make their deposits in the Eeserve Bank?—^I say it bccSute 
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(k>VGrnment have a voice in the conduct of the aSairs of the Indian 
States on occasions such as occasions when the Government act for tbs 
State during” administration times. 

2924. Mr. Lamond: You stated that importers in other countries 
come to India to purchase Indian produce and that they are assisteil Iw. 
the banks of their respective countries established in India. Do you think 
Indian traders would open branches in foreign countries and exporc Indian 
pntduce for sale if suitable Indian banking facilities were available?— 
Ipdian traders would certainly open branches in foreign countries if suitable 
banking facilities were available in this country. 

2Vl25. Sir Hugh Cocke : With regard to form F, may I know whether 
you consider it advisable for any bank to have an undisclosed or secret 
reserve?—Yes, the ‘big five’ in India are already having it. 

2926. You know it is extremely difficult to arrive at a conclusion under 
vddat heading you will include this item in the balance sheet. The current 
practice is to include the amount under current and deposit accounts. 
Would you provide for a contingency fund and show it in the balance 
sheet as a separate item?—We have no objection to the practice followed 
by the ‘big five’ at present being followed by our banks. 

2927. Then as regards item No. 7 in form F with regard to bad and 
doubtful debts, you say that you are not in favour of the change made by 
the Government of India as a result of the Bombay High Court’s ruling 
in the matter. Is that so?—^No, we do not agree to the change now made 
by the Government of India and we would adhere to the original form ‘F’ 

2928. Mr. Mukhtar Singh: You complained that non-Indian banks are 
financing non-Indians to trade in the interior of the country working detri¬ 
mentally to the interests of the Indian merchants?—Yes, the foreign 
exchange banks naturally support their own Nationals. 

2929. So then, you think that because foreigners come to India, go intp 
the interior and purchase their own goods and because the foreign banl^ 
finance them, you think they are depriving Indian shroffs of their legitimate 
business?—^Yes. 

2930. You admit there is competition between Indian merchants and 
these foreign agents who combine with the foreign banks and monfipolise 
the internal trade of the country. How would you then restrict their 
operations in the interior’?—These are matters of detail. In the licence 
these conditions could be stipulated. 

2931. You said that the interest charged by the moneylenders is from 
12 to 24 per cent, in regard to loans to agriculturists. . Do you consider that 
tliere is any industry, much less agriculture, which can stand such a high 
rate?—No. 

2932. Then how would you bring down the interest rates?—The business 
dealings of the petty moneylendesr are of such la nature that no joint-stock 
bank could accept them, in other words, the money dealings.lOf these money¬ 
lenders are very risky as in several instances they are \mable to realise 
their dues. 

2933. Sir Purshotamdag Thakurdaa: In form ‘F’ you say that land 
and buildings and bank premises may be valued at, cost. Would you 
provide for their depreciation being written oft every year?—^Yes, and they 
may be assessed at the current market value. 

voL. in 
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2934. So then you would show in the balance sheet the depreciation 
allowed in previous years and the depreciation made in the current year 
separately in regaj’d to this ?— Yes. 

293o. Now with regal'd to Mr. Mukhtar Singh’s question regarding the 
high rates of interest charged by the moneylenders, is it your experience 
that people with any reasonable credit resort to such moneylenders?— 
Nobody with any reasonable credit need go to these moneylenders. 

2936. And then your point is that but for these moneylenders, people 
who have no credit, will practically .starve?—Yes. 

2937. You said that the Indian shareholders of foreign banks were 
under the influence of the managers of the respective banks. Supposing 
a man owns 5,000 shares in a bank. Then do you mean to say .that he 
will be under the control of the bank manager and that he will have to 
act according to his dictates?—What I mean is, if he is a borrower of the 
bank as well. 

2938. So then, you agree that he need not be under the control of the 
bank manager so long as he is not a borrower from the bank?—That is so. 

2939. Sir Purshotamdas Thakurdas: I wish to know from you whether, 
with your wide experience, you could tell us if this feeling is at all justified 
or whether there is anything behind these apparently large-looking figures of 
deposits with exchange banks?—I think that both the interest rates and 
the quantity of deposits arc due to the position of monopoly which the 
exchange banks have been enjoying; though I know of instances where a 
number of our Indian importers and exporters do business direct and are 
thus free from the obligation to deposit any money in advance with any of 
the exchange banks. 

2940. Do I take it that in order to be able to import goods and in order 
to have bills drawn, the importer has invariably got to deposit money with 
exchange banks?—Certainly. 

2941. May I ask, Mr, Karanjia, one question; you are a very big im¬ 
porter of large goods from foreign countries, China, Japan, France, etc. 
Is that not so?—Yes. 

2942. You have travelled widely?—Yes. 

2943. Is it your experience that importers in these countries have to 
give similar deposits to these exchange banks?—The thing is that from 
recognised constituents such deposits are not demanded, but they have 
to open their current and other accounts with those banks. Supposing I 
have got dealings with foreign banks in Bombay, with those banka I have 
to keep my account; and if I were to open a current account, I shculd 
have to place with them at least five to ten thousand rupees. Thus the 
banks are aware of the amount of business I have done in the course of 
the year through them. Thus in the case of recognised customers, they 
do not insist on any deposits being placed with them. 

2044. In order to get good references from the exchange banks, have 
you got to do what I may term as ‘window-dressing’?—I do not agree 
to the use of that term.. 

2945. Before you can command credit with anv of the exchange banks, 
you have to open some account with them, you have got to keep five or 
ten thousand rupees in the current account. Is that not so?—We have to 
ttpen accounts with them in order to show our stability. 
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2946. Is this the conunon practice with importers in all foreign countries? 
—In Japan and also in China we have to keep accounts. 

2947. Current Accounts or bill account?—We generally keep current 
accounts with them merely to show our confidence in them. 

2948. So it is not compulsory?—But this has been recognised as a more 
or less established practice. 

2949. Do you think this same business would go to any other bank of 
whatever nationality which did exchange business?—Certainly. 

2950. If an Indian bank did exchange business and had to open credits 
for import and credits for export, do you think it would command the same 
confidence ?—Certainly. 

2951. It has been said that in order to get good references from banks 
you have got to deposit some amormt with the banks. Is that so?—Yes, 
if those constituents are not recognised constituents of the bank. Supposing 
a new customer goes to them and wants to open credit for impoit bills or 
export bills, then naturally they will insist on his depositing certain 
amount with them. 

2952. If the man is not known to the banks?—Yes. 

2953. For how many years do you have to deposit money with these 
hanks before they recognise you as a regular customer?—My firm has been 
dealing with exchange banks for years, so I do not have to deposit a 
single pie with them. 

2954. Mr. Buckley: If I tell you that a very very small portion of the 
exchange bank deposits come to the banks in the way you have described, 
I take it you will agree?—I do not know. 

I mean ordinary fixed deposits. I should be very pleased to supply this 
Committee with the amount of those fixed deposits in my bank in Calcutta 
and Bombay. Nearly 75 orores come to us altogether in that particular 
way—Part of that is on current account and part may be there for the 
purpose of maintaining confidence? If I have confidence in foreign ex¬ 
change banks, I may be induced to deposit money without being compelled 
to do so. 
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TENTH DAY. 

Monday, the 1st September 1930. 

Present: 

Bir Bhdpendba Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 
Bir Purs’jotamdas Thakurdas, Kt., C.I.E., M.B.E. (Vice-Chairman). 
Mr. D. P. Khaitan. Mr. W. Lamond. 

Mr. F. V. Eushforth. Mr. E. W. Buckuet. 

Mr. Man;j Subedar. Mr. G. K. J)evadhar, C.I.E. 

Sir Hugh Cocke, Kt. Mr. Jamal Mahomed. 

Dr. L. K. Hyder. Seth Ha.;i Abdoola Haroon.. 

Mr. V. Eamadas Pantuld. 

Afr. V. K. Aravamudha Ayangab, M.A., C.I.E. (Secretary), 

Mr. E. P. Masani, M.A. (Joint Secretary). 


Messrs. G. Cook and A. E. Ingram, representatives of the Exchange! 
Banks’ Association, were examined. 

2955. Chairman: You are the representatives of the Exchange Banks 
Association ?—^Yes. 

2956. Can you tell the Committee what banks are members of it, anii 
what are the objects of the Association?-—The banks represented are;— 

The Chartered Bank of India, Ltd., 

The National Bank of India, Ltd., 

The Hongkong and Shanghai Banking Corporation, 

The Comptoir National D’Escompte de Paris, 

The Mercantile Bank of India, Ltd., 

The Yokohama Specie Bank, Ltd., 

The Eastern Bank, Limited, 

The Lloyds Bank, Ltd. 

The P. O. Banking Corporation, Ltd., 

The Netherlands Trading Society, 

The Netherlands India Commercial Bank, 

The Bank of Taiwan, Ltd., 

The Sumitomo Bank, Ltd., 

The Mitsui Bank, Ltd., 

The National City Bank, and 
The Imperial Bank of Persia. 
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2957. Would any bank, Indian or foreign, be eligible for member- 
■ehip?—Yes, provided they are Exchange banks and are willing to subscribe 
to the rules and regulations of the Association. 

2958. Has any Indian bank doing foreign business been refused idem- 
bership?—Not that I know of. 

'2959. Would the members of your Association restrict their business 
to members of any particular Exchange Brokers’ Association?—We res¬ 
trict our business tc brokers who are in the Association, both EmopeSli 
and Indian, so far as Calcutta is concerned. There is no Indian BixAers’ 
Association in Bombay. 

2960. • Are Indian brokers also members of the European Exchange 
Brokers’ Association?—No, they were asked on several occasions to fopn 
an Association of their own. 

2961. Is the result of that, that foreign Exchange Banks do not do any 
business with Indian brokers?—^Not at,all. 

2962. Therefore, in Calcutta the business is restricted to those brokers, 
European or Indian, who are members of their respective, Assooialjibns. 
Ip Bombay there is no such limitation?—^Yes. The Indian brok§p.,(j[|» 
Bombay are, what they call, deposit brokers and they work on guarapts^ 
yp to a certain point. They are limited in number to 25, simply becauM 
there are too many of them, but .they have no Association. 

2963. Would you kindly explain what you mean by “deposit brokers and 
working on guarantee’’?—The deposit is the guarantee. They guarantee 
themselves for a certain amount of money which is held for the rstifioa- 
tiop .of contracts. 

2964. In the case of brokers who are members of the European Asao- 
ciatipn, there is no such condition?—There is a deposit for theni alsQ^ 

2965. So both the European brokers and the Indian brokers in Bombay 
work.en the deposit system?—Yes. 

2966. Have you got the deposit arrangement m Calcutta also?—^No. 

2967. Have you any knowledge of the conditions in this respect which 

prevail in Madras, Kangoon or Karachi?—^I have npii®- Baboon 

concerned, there is no Association and there is nothing in the nature of 
ia deposit fob the ratification of contracts. 

2968. Could you tell us what the amount of the deposit is in Bombay ’}•— 
Es., 19,000 and they have the privilege of depositing it in Govemmnnt 
securities. 

2969. Sir Purshotamdas Thakurdas: When you say that you have 
25 brokers in Bombay and that you accept business from anybody else, you 
mean that other Indian brokers are allowed to do exchange business with¬ 
out being members of the Association ?—Not with the members of the 
Association. 

2970. Therefore, as far as the Indians are concerned, only such Indian 
brokers can do exchange business with the Association as are on your ap¬ 
proved lists?—Yes. 

” 2971. You have an approved list and you have an Association for 
Eurppean brokers?—^Yes. 



2972. Although ydu do business with other Indian brokers, it is restrict¬ 
ed to money business, share broking, etc. ?—^Yes. 

2973. And exchange business is strictly limited to those who are on 
your approved list?—Yes. 

2974. What is the number approximately to-day ?—There are 25 Indian 
firms employing 71 men and there are 3 European firms employing 18 
men. 

2975. When you say “employing men”, are you referring to the staff?— 
Yes, to the staff who call on the banks. 

2976. Do I understand that you would not see anybody except these 
71 men belonging to 25 firms?—^Yes, they are the people who are nomi¬ 
nated by their firms as representatives. 

2977. And the 3 European brokers have 13 men in all?—Yes. 

2978. Which means that you have to see in all at the most 84 men 
belonging to 28 firms?—Yes. 

2979. Seth Haji Ahdoola Haroon: In Karachi no Exchange bank is 
allowed to do exchange business with any Indian broker?—I have no 
knowledge. 

2980. Chairman : We shall be obliged if you will kindly supply us vdth 
the required information in regard to the other big ports, namely Madras 
and Karachi. 

2981. Sir Purahotamdas Thakurdaa'. I suggest, if Mr. Cook does not 
mind, that he should let us have information also about Lahore and Delhi.— 
In Lahore there is not enough exchange business to employ any brokers 
at all. 

2982. Therefore if I want to sell at this place, I have to go straight to 
the bank?—^Yes. 

2983. Does it hold good in Amritsar?—There is no broker in Amritsar. 

2984. In Delhi?—^I cannot say about Delhi. 

2985. Mr. Lamond: The same applies to Delhi. 

2986. Mr. Manu Subedar: Do you know whether these 25 Indians who 
are doing exchange business as brokers are all members of the Bombay 
Stock Exchange?—I do not. 

2987. When did the Association of European brokers come into exist¬ 
ence?—It was formed into a European Association as far back as 1903. 

2988. And it consisted of three members?—Tliere has been more. The 
members who constitute the Association at the present time and who 
undertake to act in accordance with its regulations are :—Messrs. R. Barlow, 
E. L. Barton, R. Baumbaeh, T. Bromley, W. Bulloch, F. Croft, H. E. 
John, R. Kennedy, W. Lang, R. N. Mant, F. Masotti, G. W. Moir; D. 
Morris, R. Reevs, G. K. Remington, J. W. Rice, H. S. Symons and C. L. 
Weber. Whether all these men belong to the 3 existing firms, I do not 
know. 

2989. A claim has been made by the Bombay Stock Exchange that they 
were entitled to do the business of exchange brokers in Bombay and that 
for a considerable time all people doing exchange and other broker business 
in Bombay were members of the Stock Exchange. It has been pointed 
Out by the Stock Exchange in their evidence before the Stock Exchange 
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Enquiry Committee that this valuable privilege was taken a-way by the 
Exchange banks arbitrarily and that this enabled a new Exchange Asso¬ 
ciation of European brokers being set up without reference to them, is 
that so?—This Association, so far as I know, was fomed at a time when 
exchange brokerage was written down from an eighth to a sixteenth, it 
was not a very valuable connection. These people had their income re- 
duced by 50 per cent. They formed an Association to protect themselves, 
against the possibility of the same thing happening again. 

2990. Did the Exchange Banks AssociaMon have any communication 
with the Bombay Stock Exchange during the last few years regarding a 
complaint that the Exchange brokers tickets were given out without refer¬ 
ence to them and that these tickets should be confined to their members?— 

I have no knowledge of it, 

2991. Mr. Khaitan: I understand that in Calcutta when an Exchange 
broker dies, his place remains vacant and that it cannot be filled uip?—^It 
has really been the desire of the Indian brokers that they should limit the 
number. There has been a considerable amount of trouble about the 
Indian brokers’ business in Calcutta and they have quarrelled among them¬ 
selves; that being so, it has been very difficult for us to decide who should 
really be backed up and therefore we agreed that if they could not carry 
on amicably as on Association the only thing we could do would be to 
recognize them all as they w'ere on the printed list of brokers. I cannot 
remember how many there were, but I think the number is 82, and we 
agreed that we would recognize these brokers but that when these brokers 
died and the firms ceased to exist, we would not allow other names to be 
put forv'ard to fill the vacancy. 

2992. Chairman: You say that fixed capital expenditure and block 
should in all cases be supplied by public or private subscription of shares 
or debentures in the undertaking. May I take it that this is in accordance 
with the practice followed by the banks in England hitherto?—^Yes. 

2993. It has been suggested that conditions obtaining in Indm are 
special and that the investing public in this country do not readily subs¬ 
cribe to the capital of such industries without a Government guarantee. 
Do you agree with this suggestion?—^No, we do not think that it has been 
so. We think that promoters are often anxious to obtain Government 
patronage which would make it easier for them t(. obtain outside financial 
support, but we think that well considered schemes for developing existing 
industrial concerns would, especially in towns, obtain finance readily 
enough. In most countries all large industrial concerns are developments 
from a very small beginning. 

2994. It has been suggested that commercial banks may play a useful 
part in obtaining such capital by examining the soundness of new enter¬ 
prises and taking up shares of those that are sound and subsequently 
selling them to the public. Have you any views on this suggestion?—^We 
consider that this would amount to underwriting industrial concerns, which 
IS not a bank’s business, 

299.5. One important Chamber of Commerce has pointed out the 'fiffi- 
culty that exists at present of mobilising capital for industrial development 
and that debenture issues are not as popular in India as elsewhere. Will 
you kindly tell the Committee your experience in this matter?—We have 
no experience, but if the debenture referred to is an original debenture at 
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time of the floatation of the company, we do not think that market 
prices would affect them. Original debentures Are quite Tjopular forinfl^’dC 
security. 

2996. Are they saleable in the market?—They are saleable, but I would 
Say t^at they are bought tmore by investors and speculators and'therefb'rtt 
do not pass in the same easy manner as shares pass. Oenerally, debeh- 
tiires of, say, mills, tea debentures, etc., are sought after in Calcutta. 

2997. Mt. Manu Subedar: Do debentures form a good form of invest¬ 
ment for banks?—^No, after all, that is tying up capital. 

2998. Do you think the stamp duty on transfer militates against their 
popularity ?—I should not say so. 

2999. Chairman: As regards capital for current requirements, may I 
take it that it is your intention that these should be obtained from the 
existing banks?—Yes. 

3000. You say that indigenous bankers and shroffs in the districts are 
in closer touch with the agriculturists than an established bank can ever 
bd, ahd'that they fill a position which can never be satisfactorily filled by 
established banks. Would you kipdly explain to the Committee what 
you mean by indigenous bankers or shroffs? The reports received froih 
ti^e Pro-vincial Bariking Committee show that the indigenous bankers have 
d^ct business relations generally with mone;^enders and that it is the 
tatter who have close relations' with the agriculturists ?—We really refer 
Ijwth to indiganous bankers and moneylenders, but we do not know very 
■mu(A what relations exist between these two and therefore we classify them 

together. 

3001. It is stated that the resources of indigenous bankers are consi¬ 
derably crippled by the competition of the Exchange banks and the Indian 
joint-stock banks and that for this and other reasons the indigenous bankers 
«re gradually withdrawing from banking business and going in for trade 
«nd other business. Have you any information on this subject and con 
you tell us whether there has been a diminution in the business done by 
these bankers?—We have no information on either of these points. 

3002. It has been stated that certain big European' commercial firms 
obtain facilities from the Exchange banks for the; purchase of produce at 
different mofussil centres and that sJmilar facilities are not available to 
ihdian firms. Can you kindly furnish us with statistics to show the 
assistance given by the Exchange banks to Indian and non-Indian me?r- 
chants in this respect ?—We have no statistics; we really have had no time 
to get any statistics. 

8003. Would it be possible for you to supply us with statistics later 
on?—I will endeavour to do so. 

3004. You say that the Exchange banks are reluctant to make advances 
against the hypothecation of jute stored in the mofussil and that if better 
godowns were provided in Calcutta, the Exchange Banks would be in a 
position to offer greater financial facilities than they do at present. It 
has been suggested by the Bengal Provincial Committee that arhatdars who 
are found in large numbers in Calcutta are now doing warehousing with 
their own staff and should be encouraged to make the necessary alterations 
to their existing -w'arehouses and convert them into licensed warehouses. 
Cari you tell the Committee how far you think such a scheme will be 
practicable and what steps should be taken to brinsr this about ?—^We hardly 
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think that this would bo. practicable, because when we suggested that 
better godown accommodation should- be'provided, we had in view really 
big pucca godowns, stich as the Port Trusts have and the cotton godowtji 
at Sewri, which could be taken by the banks and jute stored in them under 
their own lock and key. I understand that most of the accommodation 
^hovided by arhatdars is just ordinary house accommodation; I have not 
had any experience about the particular style of the godowns. I think .it 
^ould be required to be developed on a much more elaborate scale than 
could be done by simply altering the storage place. 

3005. You say that the rate of interest charged in Calcutta against 
approved securities is usually 1 per cent, over the Imperial Bank rate. 
Will you please explain what you mean by “approved security’’?—Govern¬ 
ment securities and also produce in coiuse of shipment. The latter moves 
quickly. 

3006. Sir Purshotamdaa Thakurdas: You refer to produce in course of 
shipment; you would deal otherwise, with produce held up by‘middle* 
men?—No; the short duration of it is- its attr^ive'part. 

3007. What is the normal period?—One to three Inonths. 

3008. Subject to renewal at the end oi three months.—Not necessarily. 
It will have passed into shipment by that time. 

3009. If a man held jute worth, say, 20 lakhs of rupees and he thought 
he would ‘sell it six 'months later, you would not make any advaice rtn 
ithat ?—Not necessarily, the bank will take the market conditions into 
iMoount. 

solo. So it does not mean that you would only finance what was in 
course of shipment, you would finance raw produce generally?—Appnavoid 
fieeurity here means what is readily convertible; produce which is quick 
in movement is considered by the banks to be approved security. 

3011. Something Which has a qiotatfon' on'Hhc market and which can 
fee sbld off?—That is readily convertible; 

3012. It is not a necessary bonditidh of the advance that the stuff must 
he sold for export only, it may be sold to a local man?—Yes. 

3013. Seth Haji Abdoola Haroon: Do you refer to goods in the port or 
would you consider that goods' lying in the moiussil also come Within'“vour 
Approved security?—No. 

3014. Mr. Khaitan: In Calcutta I believe you consider that the hessian 
delivery orders by jute mills are approved securitiesI undeisTand they 
Are accepted by banks as approved security. 

3015. Do you also accept raw jute delivery orders as coming under the 
category of approved security?—I ata afraid I cannot say whether they 
are. I have always understood that jute delivery orders were taken, 
personally I have no experience of the business. 

3016. You are aware that since the East Indian Jute Association has 
come into existence, delivery orders of raw jute are issued and they ase 
guaranteed by the press house owner, by the jute baler and also by the 
merchant who offers them to the bank for an advance?—I know nothing 
about theim. 

3017. I have heard that while Indian joint-stock banks like the Bank 
of India, the Central Bank and the Punjab Ndtional Bank advance'monBjr 
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against such jute delivery orders, the non-Indian banks do not advance 
any money on the security of such delivery orders.—These are not jute mil? 
delivery orders. 

3018. I am referring to delivery orders in respect of raw jute issued by 
the baler, guaranteed by the press house owner and with the further 
guarantee of tlie merchant or dealer who offers these delivery orders to the 
bank as security. With these three guarantees, the jute delivery order ia 
sometimes offered to banks for adranee?—So far as I know, we have not 
been offered such business. 

3019. So far as you are aware none of the non-Indian banks advance 
money against jute delivery orders?—So far as I know they do not. 

3020. Would you kindly explain to the committee whether you are 
prepared to advance money against hessian delivery orders and why the 
non-Indian banks do not advance money against the jute delivery orders 
in respect of which they have got three guarantees?—I have no experience 
of the business. I do not know whether other banks do advance moneys or 
not, but we have never been offered such business. 

3021. Perhaps, you will agree with me that there are several jute balers 
whose position is unquestionable, such as Surajmal, Jivanmal and Birla 
Brothers. The position of these jute balers, press bouse owners and other 
merchants is unquestionable. Could you tell the committee, not now if you 
have no information with you but later on. as to the reasons why jute 
delivery orders are not accepted .as approved security by non-Indian banks ? 
—I take it that when you speak of non-Indian banks you refer to 
Exchange banks. If so, I may tell you that Exchange banks do not ad¬ 
vance moneys against goods which are not actually in course of shipment. 

3022. Hessian delivery orders may be for goods which are not in course 
of shipment but in the case of jute they are in the course of shipment. Then, 
what is the reason for not advancing moneys against these delivery 
orders?—I do not say that Exchange banks do not advance moneys but 
they have never been asked to do so. 

3023. I say if a person comes to the banks with the hessian delivery 
orders of Rs. 10 lakhs or Rs. 20 lakhs, you ascertain the market value, 
see that the party ia good and advance him the money i.e., a certain per¬ 
centage of the market value. Why should you not do that?—I quite 
agree that it is perfectly sound but the Exchange banks have to consider the 
question of tying up money. 

3024. It is not a question of tying up money, because hessian is easily 
saleable in Calcutta. Similarly, jute also is a liquid asset in Calcutta. 
These delivery orders are issued against actual baled jute. If that is so, 
what is the reason for not advancing any moneys against these orders?— 
1 say that it is a sound business. But we are of opinion that such a 
■ class of business should bo financed by the joint-stock banks in Calcutta. 

3025. Chairman: 1 understand Mr. Khaitan’s point is this. In this 
particular matter you make a distinction between hessian delivery orders 
and the jute delivery orders. Can you say whether you make any dis¬ 
tinction between these two?—I think some banks do make a distinction 
and some do not. Some banks do also give advances against mill deli¬ 
very, orders. 
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3026. Mr. Khaitan: HeBsian is mill delivery order. 

3027. Chairman: Hie point is that the Exchange banks are willing ta 
accept the hessian or mill delivery orders as approved security but do not 
accept jute delivery orders. And he wants to know the reason for this- 
discrimination. Can you tell him the reason?—I can only say that the 
Exchange banks do not look upon either of them as approved securities. 

.1 made enquiries before I left Calcutta regarding the finance of jute with 
ope bank manager who had advanced some moneys and his reply was that 
he did not advance moneys against such delivery orders but at the same 
time he took it as a collateral security as the margin of other security be¬ 
held was small. 

3028. So, your answer is, to the best of your knowledge they do not 
make a discrimination. They do not ordinarily take the hessian delivery 
orders or the mill delivery orders as approved securities. Is it not?—^Yes, 
they do not accept either. 

3029. Have you heard instances of a higher rate being charged by 
banks ?—No. 

3030. You say that no industries floated on sound lines and showing 
reasonable promise of success have been unable to obtain the financial 
assistance necessary and that on the whole banks as they exist at present 
are capable of supplying the finance required by industries. I presume 
you are referring to the finance for current requirements. Can you tell 
the Committee what part is played by the Exchange banks in this finance 
both in regard to industries under European management and under 
Indian management?—^We are referring to the finiince for current require¬ 
ments. There is no discrimination as far as advances to one manage¬ 
ment or another management is concerned. It is not a form of advances- 
that is catered for largely by the Exchange banks. 

8031. Therefore, when you talk of banks as they exist at present you 
are referring to joint-stock banks other than Exchange banks. Is it not? 
—Yes. We say that no industries floated with reasonable promise of 
success have been unable to obtain financial assistance from banks 
generally. 

3032. Do you suggest that it is not a real part of the business of Ex¬ 
change banks?—Essentially not, but they cater for it to a small extent. 

3033. When you eater for it, do you make any discrimination between- 
industries under European managiement and those under Indian manage¬ 
ment?—No. 

3034. You state that you arc not in favour of trade banks which 
specialise in dealing with special trade. Can you give us any informa¬ 
tion about the operations of any trade bank or banks in other countries?" 
•—We have no information. 

3035. That being so, might I suggest to you that your particular answer- 
could not be looked upon as carefully thougrht out answer?—The 
question refers to the operation of trade banks in other countries. We- 
only considered the matter of trade banks in India and we have no¬ 
knowledge of trade banks in other countries. 

3036. Have you any knowledge of trade banks as distinct from in¬ 
dustrial banks?—No. 
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3087. You say that you are not in favour of trade baijks. You have 
no experience of similar banks in other countries. , That being so, may I 
know what your reasons are?—^When this reply was framed, there, was 
some confusion between trade and industrial banks. 

3038. If that is so, I will leave it at that. 

3039. Mr. Manu Subedar: Supposing there was a bank started in 
India to deal with the jute trade and nothing else. The manager of 
that Bank would have to be familiar with all the operations of both raw 
jute process as well as the export. Is it not?—Yes. 

3040. Then, to that extent the bank would be able to appreciate the 
securities and the credits to a greater extent than a general banker who 
h.as to deal with such sort of trade—^That may be so; but then there is 
some danger in dealing with a single trade. 

3041. That may be, but as the manager of the bank knows something 
of the trade, he would naturally go very cautiously and will give very 
advance if he thinks it necessary. Whereas a general banker cajinot do 
^ if he was .not familiar with the technical conditions of trade. Is..it,not? 
—Every banker who is a cautious banker would endeavour to find out the 
particulars. 

3042. But if he understands more about that trade, he would give better 
advance if ■ it deserves. Is it not ?—^Yes, it .will benefit the. public but 
-there is the risk to- the depositors, 

3043. dhairman: You say attempts made in the past by industrial 
banks fhave not, proved successful. Can. you tell the Committee 
.atteinpts you are referring to? Can you also state what in your opinion 
were the reasons for the-failure of .such, attempts?-- "We refer to the Tata 
Industrial Bank, and the Alliance Bank. ,/The Tata Industrial Bank failed 
to retain the confidence of the investing public and the Alliance Bank, 
•due to the influence of a certain firm,, launched ipto industrial ventured 
which, in a few years ruined the bank. 

8044. I do not know much obout the Tata Industrial Bank but the 
Alliance Bank was not really an industrial bank. Is it not?—No, it was 
dragged into industrial concerns without sufficient care and knowledge. 

3045. A properly organized and properly developed industrial bank 
would not meet with the same fate as the Alliance Bank. Do you ndt 
think so?—We hope not. 

3046. It has been suggested that no useful conclusions regarding indus¬ 
trial banks could be drawn from past experience as no attempt to h^e a 
well-conceived and well-managed industrial bank was ever made. Have 
you anything to say on this point?—We agree with the statement. 

3047 Mr Manu Subedar: You say that you do not favour at present 
the establishment of industrial banks. Under what conditions would you 
favour it?—^Vhen there is prosperity in India. 

3048. Will you kindly tell us what conditions you would regard as 
prosperous?—Contrary to those at present prevailing. 

3049 That is to say, so long as the conditions continue in the same 
way as'they are present or if they become worse, you would not recoro- 
Blend.the establishment of industrial banks. Is it not?—Yes. 
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W50. If the conditions become Worse than they 'are at present, is thsM- 
no prospect at all of the establishment of the industrial bank?—^No, it would. 
never receive support. 

8051. Sir Hugh Cocke i Going ,back a few years when conditions were 
generally regarded as prosperous, do you think if an industrial bank had 
been established at that time on proper lines, it would have been a wise- 
step?—If it was established on sound line, it probably would have been 
a wise step, and perhaps it would have weathered the depression in trad^. 

3052. Mr. Devadhar: Do you not think that is one of the reasons why 
we should really try to promote the industries by way of such an agency?' 
If you think that there is at present unemployment and poverty in India, 
is there not a good reason why we should start such a bank?—^We have 
no objection to the establishment of the industrial bank at all. Our reply 
to the question was given under the present conditions. 

3053. May I know that as there is unemployment and poverty pre- 
V6uling in India it is one of the reasons why we should adopt such a 
course?—As I said we have no objection to the establishment of the in* 
dustrial bank, but we have to see whether our purpose would be served. 
The object of starting an industrial bank is to encourage industries and 
we have to see if that is possible under the present conditions. 

3054. But I say if we really get some industries started with the help 
that can be given to industries by the indigenous bankers or any bank 
or banks, do you not think that we shall be gaining our object?—No. 

3055. Chairman: Your real point is this. The prospects of output 
from an industrial concern financed by such a bank being utilised by the 
consumer are doubtful. Therefofe. at the present moment at least your 
opinion is that no material advantage would be gained by the establish¬ 
ment of an industrial bank. "When you talk of depression, etc., you 
have in your mind that the chances of the produce being utilised by 
the actual consumer were doubtful. Is that your point?—Yes. 

3056. Mr. Khaitan: So, what would be your suggestion? 'What 
should this Committee recommend in order to bring about the establish¬ 
ment of the industrial bank in this country?—You have to make a sug¬ 
gestion according to the general evidence. 

3057. Have you got any concrete suggestion to make?—No. 

3058. You consider that merchants are at present able to obtain from 
the Exchange banks all the assistance they require to finance their import 
and export trade provided they are of good reputation and reputed to bo 
possessed of means in reasonable proportion to the trade they do. On the 
other hand it has been represented to us that the attitude of the foreign 
banks towards Indian business in general is very unsympathetic and that 
they did not and do not grant proper facilities to Indian importers. Have 
you heard such complaints before and have you any statistics to rebut 
such statements?—As far as the first section of your question is con¬ 
cerned, we have had no complaints from any merchants that they do 
not get assistance from Exchange banks. As regards the second section 
that the Exchange banks are imsympathetic to Indian business, I say'it 
is quite untrue. In my opinion I say it is untrue. I have no statistic#- 
at the moment which I can place before you to prove this point. My own 
experience is that the banks are doing more business with Indians than 
with others. I have no knowledge whatsoever of any Indian finding it 
difficult to do business which is quite in line with business principles. 
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8059. Do you think it will be possible for you to supply us with statis¬ 
tic^?—I shall be very pleased to do so, if you tell me in what form you 
require these statistics. 

3060. If you send us figures showing the volume of business you do 
with Indians and with non-Indians, it will meet, I think, our require¬ 
ments?—You ask later on a question regarding the proportion of business 
that is done by Europeans and Indians. If I may say so, Indians are getting 
a fair share of their business and the actual statement will show that 
Indians are not unfairly treated. Their business is increasing in propor¬ 
tion to the non-Indian business. 

8061. Seth Haji Abdoola Haroon: May I know if you can supply us 
with a statement showing the amoimt advanced on imported goods to 
European firms and the amount .advanced to Indians on imported goods? 

3062. Chairman: That will be r.aised when the question of deposits 
comes up for discussion. 

3063. Witness : But I can say that even though the statement is pre¬ 
pared you will find that the old established European houses are probably 
getting a large share of the foreign trade business but that will not show 
that Indian business is not getting its fair share and is treated un¬ 
sympathetically by the Exchange Banks. 

3064. Mr. Manu Subedar: Well, it is for us to draw the inference. 

3065. Chairman: I quite see Mr. Cook’s point. These particular 
statistics will not be of any real value on the question of treatment of 
Indians by exchange banks. 

8066. Mr. Manu S^ibedar: The inference which we draw will not be neces¬ 
sarily with regard to the sympathetic treatment. A suggestion has been 
made to the Committee that most of the deposits are from Indians and 
the banks make use of these deposits in giving advances to Einopeans. 
Therefore, from the statistics we can draw an inference whether there is 
any justification for such a complaint. ?—So, what I am actually asked 
to do? 

3067. Chairman: We shall discuss that question later on when we 
oome to the question regarding deposits. 

3068. Mr. Manu Subedar: You said just now that you did not receive 
any complaint from Indians. Do you expect that a merchant who does not 
receive sympathetic treatment should make a complaint to you or to the 
public outside?—I think he should come and complain to me. 

3069. He would naturally complain to his associations. 

Chairman (to Mr. Manu Subedar): But would he not complain to the 
head of the bank? 

3070. Mr. Manu Subedar: Do you keep a register of complaints in 
your bank and can you say definitely that no complaint was received?—I 
do not say that no complaint was received. I say we did not receive any 
complaint of any reasonable business being refused. A lot of people may 
come and ask for financial help and if there is no good reason for me to 
give that help, I may refuse. That kind of complaint cannot be called a 
reasonable complaint. 

3071. No complaints have been received either by the bank’s shroffs 
or other members of your staff?—No. 
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3072. Mr. Devadhar: I understand you to say that you will place be¬ 
fore the Committee a list showing the amount of business done with 
Indians to prove that there was no unsympathetic attitude on the part of 
Exchange banks. So, in what form will you give us the list? 

Chairman: We shall discuss later on in what form we should ask the 
witness to give us the statement. 

3073. Chairman: Arising out of your previous answer would you,kindly 
explain to the Committee how Exchange banks furnish themselves at present 
with the required information regarding the reputation of merchants;?— 
All such information is collected by the cashier and his assistants, who 
are in touch with the clients. 

3074. You state that it is only in cases where banks are unable to as¬ 
certain, even approximately, the financial status of a merchant, that the 
latter finds difficulty in securing the accommod;jtion he may need and 
you observe that at present there are no information bureaus "in India. 
Can you tell us whether there are any special difficulties in organising 
information bureaus in India on the lines of Seyd’s in London and Dun's 
in New York?—The only difficulty we are experiencing at present js the 
diflficulty of gathering reliable information. In western countries 
it is very easy to know about, the position and status of 
a particular firm, because they always issue their balance sheets, but that 
is not always the case in India. 

3075. Your remarks will refer more to indigenous bankers in this country 
but what about those who maintain regular accounts and are willing to 
publish their balance-sheets duly audited ?^—-Such people will find little 
difficulty in satisfying the banks. 

3076. At present you depend entirely on the report of the cashier and 
his organised staff for the supply of such information?—Yes. 

3077. If owing to the prejudice of Indian merchants your proposal to 
have audited balance-sheets cannot be adopted by them, con you tell the 
Committee how you expect reliable information to be collected with regard 
to the standing and status of such merchants for the use of banks?—We 
cannot say. 

3078. Mr. Manu Subedar: You say that all merchants in their own in¬ 
terests should adopt the husiness-like practice of having their books 
regularly audited by a recognised Chartered Accountant and a balance- 
eheet in correct form drawn up from time to time. Do you mean to 
say that European firms to whom you make advances place before you 
their balance-sheets duly audited by a Chartered Accountant?—Yes, in¬ 
variably. 

3079. Sir Huyh Cocke: Do you find any improvement now-a-days 
amongst Indian firms in the matter of having their balance-sheets duly 
audited by qualified Accountants?—There is a tendency that way but it is 
not very marked. 

3080. Chairman: When you say Chartered Accountants, I suppose you 
mean accountants who are on the approved list of Government?—Yes. 

3081. Mr. Khaitan: Are you laying any emphasis on the word 
'Chartered'?—We might say recognised accountant and leave out the 
word ‘Chartered’. 
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8082. Piarah^tamdaa. Thakurdasi You don’t insist on Chartered 
•Accountants auditing the balance-sheets of these Indian firms who have 
dealings with you?—No. 

3083. Chairman: It has been pointed out by one Chamber that in the 
matter of opening of credits by importers for purchases from a foreign 
party even first class Indian houses are required to make a deposit of 10 to- 
15 per cent, of the value of the goods, while according to their informa¬ 
tion,' European houses in Calcutta are not required to make such deposits. 
The Chamber has also obtained information regarding the practice in New 
York, Sydney, etc., and find that no margins are required by banks for 
opening credits. Will you kindly tell the Committee what your practice 
in this matter is ?—The question of deposits being asked for really depends 
upon the standing and position of the merchant and also to some extent 
6n the nature of the commodity imported. It is not a universal custom 
to call for deposits in the matter of opening of credits. 

3084. In the case of well-established firms like Messrs. Birla Brothers 
of Calcutta, would it be the practice to demand deposits under such cir¬ 
cumstances?—I don’t think we will call for deposits from a firm of such 
standing. As I already said, it all depends upon the position and stand¬ 
ing of the firm as also the nature of the imports. In all these matters 
it is very difficult to lay down any hard and fast rule. 

3085. Mr. Manu Suhedar: In regard to imports you have the docu¬ 
ments accompanying the bills on which you pay out and if the exporter 
aV'the other end is a firm of sound standing, would you still ask for 
deposits from the Indian firms which ask for opening a confirmed credit?-— 
I should say that at least 9/lOths of the import business is done without 
credits at all. 

3086. Chairman: Would I be correct in saying that in your dealings 
with your Indian and European customers you apply the same rules and 
the same standards?—Absolutely. 

3087. It has also been pointed out that Indian merehants who import 
from abroad cannot do so on D. A. terms and can do business only on 
■D. P. terms and that in order to encourage the import of Manchester 
piece goods, facilities are now offered to merchants engaged in that trade 
but that in the case of other commodities such facilities are not freely 
available. Have you anything to say in regard to this point?—D. A. terms 
are mostly arranged between the exporter abroad and the importer in 
this country; provided the arrangements made by both the parties are good 
enough to satisfy the banks, the latter advance money against the bill 
and deliver the goods. The D. A. terms are mostly entered into in the 
ease of the imported piece-goods. But in the case of other sundry 
articles'that are imported, they are almost invariably done on D. P. 
terms, because such importers are mostly people with limited means. 

3088. So in the matter of granting D. A. terms the Exchange bank has 
no concern in the matter. Is that what you mean?—^Yes, this is an 
arrangement which is almost always arrived at between the exporter 
(abroad and the importer in this country. The Exchange banks have no 
power to grant D. A. terms without instructions from the exporter abroad. 

3089. Mr. Khaitan: Would not that arrangement depend- mostlyi. .-on 
the preference shown by the bank at this end?—The bank reference is not 
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the sole basis. The exporter abroad also tries to get himself into touch 
with the importer here and unless he is thoroughly satisfied he won't atDoW 
D. A. terms. 

3090. Does not your bank get constant requests for supply of bank refers 
ences about Indian firms?—Undoubtedly. 

3091. Sir Purshotamdaa Thakurdas: What is the percentage, roughly, 
of the D. P. business transacted in this country when compared to the totSl 
business?—About 80 per cent, of the transactions are on D. P. terms. 
But you must remember there are big import houses in this country who 
are agents or branches of head oflSces located abroad. Imports in regard 
to such dealings should of course be excluded from this percentage. 
But in so far as the transactions between an ordinary exporter and im¬ 
porter is concerned, I should say, it is about 80 per cent, of the total 
business. 

3092. But the number of such business houses who have their own 
head offices abroad are very limited?—Yes. 

3093. Therefore, you will admit that the bulk of the imports into this 
country are on D. P. terms?—Yes. 

3094. There is a general impression that the bulk of the irhportfe made 
by other countries of the world are on D. A. terms. Is that so?— I think 
it is so. 

3095. The Exchange Banks have been working in this country ‘for 
over 75 years now and during all these years the Indian business is almfjrt 
wholly being carried on under D. P. terms. May I know what part twi 
Exchange banks have played in this country in encouraging Indian bil4* 
ness when the whole world is working on D. A. terms?—^Your question 
almost leads to an accusation that the Exchange banks have not 
doing their duty. As we have already Stated before, the question ctf D. 
A. business does not rest with the Exchange banks. It is after all a 
matter for the exporter abroad to decide. May I ask how can you ej^ct 
an exporter abroad to send out his goods to this country to a small importer 
who has only a small room for his business? 

3096. You need not think that I am making an accusation against the 
Exchange banks. I am only trying to place before you statements that 
have been brought to our notice, and I am doing it in your interest so 
that you may clear the point?—^Thank you. We are always willing to 
hel{» the Committee on any matter that they may feel inclined to questioa 
us, 

8097. Can you name at least the names of 15 Indian firms who are 
importers who enjoy the privileges of having D. A. terms?—We have 
nothing to do in this matter. It is the exporter abroad who gives this 
facility, 

3098. There are a few Indian firms who have got their business houses 
in London as well. Do you give D. A. facilities to such houses?—Yes, 
there are Indian firms to whom we give D. A. facilities on our own res¬ 
ponsibility on trust receipts. 

3099. Chairman: You said that importing arrangements are mostly 
done on D. A. terms in other countries. After reading this book by 
Moulton, I do not find that the business is exclusively done on D. A. 
terms. What is your information?—The business is largely done on D. 
A. terms at 60 days sight. That is our belief. 

voL. ni 
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3100. Sir Purshotamdaa, Thakurdaa: Export business from India is 
done mostly on D. A. terms?—Yes. 

3101. All countries which import raw materials from India do so under 
D. A. facilities?—Yes. The small importers in this country cannot be 
classed with well established business houses at home. 

3102. Therefore, you admit that D. P. finance is more the exception 
than the rule with regard to exports of raw materials from this country?— 
Yes. Our bills that go out are in thousands of pounds but the import 
bills are generally only for very small amounts, in hundred of pounds. 
And as we told you we allow D. A. terms on our own responsibility to 
our selected customers on trust receipts. 

3103. Can you name the standard by which you differentiate the D. A. 
as against D. P. facilities?—We cannot explain what the standard is. 

8104. Member after member of commercial bodies told us that some 
of their members who were even worth a crore of rupees could not enjoy 
the D. A. privileges because the Exchange banks held that it was not 
customary in India?—It may be so in the past, but I can tell you that the 
present competition is so keen that even amongst ourselves if one bank 
refused to accept such business there will be others quite ready to do it. 

3105. What I am trying to get at is; if what you say is true, why do 
people who are even worth more than Es. 20 lakhs not get D. A. 
facilities?—It is for such firms and people to come round and ask the 
Exchange banks to give them a good banking reference to their parties 
abroad to allow them to get the benefit of D. A. business. And another 
most important thing why .D. A. terms are not very much in vogue is 
that the small importers in this country do not generally insure their 
goods against fire or other contingency, and supposing the goods were 
burnt by fire or other causes, the bank may possibly stand to lose their 
moneys 

3106. Chairman : You admitted that in the case of the Indian export 
business, the arrangements are, in the majority of cases, D. A.—Yes. 

3107. Mr. Manu Suhedar: I understood you to say that the question of 
facilities, whether it is D. A. or D. P. which you grant to your consti¬ 
tuents depends entirely on their standing and also on the impression which 
you have formed of his day to day dealings with you, whether, they are 
Indian or European.—Quite. 

3108. Considering that European houses have larger dealings than 
Indians, is it not true that the former get better facilities because of their 
larger dealings?—They will get the same facilities according to their re¬ 
sources and according to their standard ns an Indian company w'ould. 

3109. Considering that the bulk of the Indian importers are doing 
business in a small way, they would naturally not got the same terms of 
credit?—That is not right. 

3110. Then that according to you is incidental and not intentional?— 
They get exactly the same treatment as an English firm of the same 
standing would get. 

3111. Therefore you say that though it is unintentional it comes to this: 
that a large number of Indian importers are left out from the facilities 
which they think they should have?—If they are not getting those facilities 
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it is because they are not of the same financial standing as others to whom 
such facilities are given. 

8112. Would you accept or repudiate the suggestion that the Exchange 
■banks are discoursing D. A. facilities and encouraging loan business 
in order to earn a higher rate of interest?—We are not earning a high rate 
.of interest; therefore I repudiate the suggestion. The idea of discouraging 
D. A. is solely on account of the difficulty of finding the standard of 
ipeople who should get D. A. and nothing else. 

3113. Is it not a question of earning more interest?—Absolutely not. 

3114. Mr. Jamal Mahomed: You say that most of the export business 
in India is on D. A. terms whereas most of the import business is on D. 
P. terms; is it because you think D. A. bills are a better security?— 
No. As I have already explained, the import houses at home are* of a 
quite different standard to the ordinary importer here. There are few 
importers at home compared to the importers in this country. 

8115. Do you not think that the banks here have not helped to make 
the import business run on D. A. terms?—I have already replied to this 
and have also given reasons for this. 

8116. My point is that whereas most of our exports go on D. A. terms, 
most of our imports come on D. P. terms, and all this business is conducted 
by British banks; is that not so?—^It is being done by the British Exchange 
Banks. 

8117. Even so, is it not strange that most of our stuff goes on D. A. 
and the foreign stuff comes on D. P. terms? Do you not think that the 
Exchange Banks in India, as they are. find it difficult to find out the 
real status of the importers?—^Yes. 

8118. Do you not think it is due to the fact that no Indian bank is 
at present doing exchange business?—I do not think it makes any differ¬ 
ence. 

3119. Do you not think that an Indian bank will be more in touch with 
the merchants and therefore will know their financial position and status 
better?—I should say that that would be. 

3120. Would you contradict the statement that because most of the 
exchange business of the country is being done by the Exchange banks, 
it is difficult to find out the proper status of the merchants?—I would 
not agree to that; though I think that as a general principle your state¬ 
ment would be correct. 

3121. You know that in cases -where D. I’, bills are drawn, banks 
in foi-eign countries, in the case of reliable clients, deliver the goods cn 
D. A. terms.—That is a matter of arrangement between the importer and 
the bank at the other end. 

3122. Am I right in saying that the man who fixes the D. A. or D. P, 
is the exporter?—It depends on the standing of the man. 

3123. Supposing you get a bill on me which is D. P.; I want it to be 
delivered on D. A. terms. If you happen to know me and my financial 
position and status, would you still have to go to the London banks?— 
I would wire home whether we could deliver on D. A. terms. It is a 
question of the exporter knowing you. 



8124, Mr. Dcvadhar: Do you not think that Indian Exchange Banks 
would be able to give better facilities to Indian exporters or impottem 
provided their business were ran on sound lines ?—I do not think an Indiaa 
bank would be in any better position. That would depend on what he- 
would consider the standard of safety. 

3125. Mr. Manu Subedar: It has been suggested that Exchange banks 
have ni the matter of experts discouraged the small exporter and in the 
matter of imports have gone out of their way to encourage the small 
importers. What do you say about that?—I should say that it is very 
probably so; but it is more likely to hit the large European importer in 
India than the Indian importer. 

3126. Chairman: It has been further pointed out that in the case Of 
Indian ex[iorters, the Exchange banks insist on the foreign importer secur¬ 
ing a confirmed letter of credit with some first class London bank in 
favour of the Indian exporter. As some of the buyers in foreign countries 
whose financial position is undoubted do not like to incur the expenditure 
of opening credits, the present practice is said to place the Indian exporter 
at n disadvantage. Have you anything to say in regard to this suggestion? 
—It is in the interests of both the exporting merchant and the banker 
to have, credits opened by buyers in foreign countries. Business done- 
withoui letters of credit is the exception and not the rule. The question 
ns to whether the Indian exporter is placed at a disadvantage is again 
purely a question of financial standing and integrity. Indian merchants 
of high reputation should not be at a disadvantage. 

3127. What is the general practice all over the world? Is not this 
business done by opening a letter of credit?—I cannot say; I have no 
information, 

3128. Mr. Manu Subedar : Is there any representative of your Associa¬ 
tion who has an experience of this. (Mr. Ingram); I have, experience of 
Strait Settlements and I know that credits are opened by the importers. 

3129. Chairman: It has been also pointed out by one Chamber of 
Cemunerce that in the case of some Indian firms satisfactory references 
are iict supplied by the Exchange banks to the overseas merchants though 
in the case of foreign merchants whose resources are considerably lower; 
than gome of the Indian films the banks of that country supply very good 
bunk references. Are you aware of any such complaints and can you toll 
the Committee what the practice of the Exchange banks is in regard to 
the supply of references about Indian firms?—No; banks always give the- 
best reports they can. 

3130. Mr. Manu Subedar: . Are the reports based entirely on the re¬ 
sources or on the personal knowledge the bank manager has of the clients? 
—On the resources, and also on the personal knowledge. 

3130 (a) Does it not mean then that the bank manager who mixes with 
his European clients at the Club will have a closer personal knowledge- 
of them than of Indian customers?—Undoubtedly ho will have more 
knowledge of their private life. 

3131. Chairman: You say that Exchange banks have branches .at larger 
inland centres of trade where they finance the import and export business 
direct to and from those centres. It has been suggested that the opening 
of branches at internal centres by Exchange banks has resulted in unequal 
competition between the Exchange banks and Indian joint stock banks 
and indigenous bankers in the matter of financing internal trad'e and that 
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Exchange, banks should be prohibited from opening such branches in oipder 
to encourage Indian joint stock banks and indigenous bankers. Can you 
tell the Committee what part Exchange banks play in the financing of 
internal trade of India?—The Exchange banks were at most of the larger 
inland centres before there were any Indian joint stock banks. They have 
never to any extent interfered with the business of the indigenous banker. 
The Indian import and export trade at these centres has been created 
^ni fostered by the Exchange Banks. They finance the import business 
by granting loans on goods imported and the export business by loons 
against goods in course of preparation for export. 

8132. Mr. Manu Subedar: Would you kindly tell us the total number 
of branches that are in the inland centres (i.e., except at the main ports)?^ 
I could not do it off hand. 

3133. Could you tell us whether the actual turnover business tit these 
branches in the interior has of recent years increased?—It is smaller now 
than it was in the height of good trade. 

3134. It would be smaller compared to the boom years, but taking the 
normal positiom, say before 1913, would it be smaller today or greater?-^ 
I am afraid I am not in a position to answer. 

3135. Could you let us have the information later, say for the last 
five years?—The difficulty is that we are only concerned with the total 

plume of business of the members of our Association. 

3] 30. Chairman: We want to get at the volume of trade, more especially 
in the upcountry branches, for the five years ending 1913 and also for the 
five years ending 1929. We should also like to have the information ih 
the form supplied by the Imperial Bank in regard to advances of all kinds. 

3137. Sir Purshotamdae Thakurdan: Could you get information for the 
foreign Exchange banks?—^We could get for the British Exchange Banks. 

3138. Mr. Buckley: I am very much afraid that Mr. Cook will never 
be able to collect this information, because no bank will tell anybody 
what his advances to any party amount to. I would suggest that the 
Director General of Statistics in Calcutta be asked to apply to the Exchange 
bank-i in London through the India Office for the information which would 
be supplied by them in London in a consolidated form, 

3139. Chairman: Then, Mr, Cook, you need not trouble, we have 
already taken action in this direction?—^I might say that the same applies 
to the volume of trade upcountry; it would be exceedingly difficult fpr 
the banks upcountry to disclose any information. 

8140. Does the same difficulty apply in the case of turnover? 

8141. Mr. Buckley: I should have much pleasure in writing to the 
London Association and putting this point before them and trying to get 
some figures for the information of the Committee. 

3142. Chairman: In that case we shall not be able to get information 
about non-British banks?—I do not think that it would amount to very 
much. 

3143. And there is no means by which we can get information from the 
non-British Exchange banks in regard to their loans and overdrafts? 

3144. Sir Purshotamdas Tkakurdas: The Dutch bank has only opened 
during the last few years?—^I am afraid I could not tell you. 

8145. They have no branches upcountry?—No. 
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3146. Mr. BurMey: The figures the India Office have already been 
asked to collect'are on the lines of the figures supplied by the TmperiaF 
Bank and they relate to the whole of India. The turnover can be i-oHected 
in liondon and given in the form of a percentage which I think is all that 
the Committee would ask for. 

3147. Mr. Manu Subedar: I should like to have the absolute figure- 
also. Supposing they told us that during the last five years increase was 
60 per cent, that would be no indication. I should like to know w’hether 
it was 5 crores or 10 crores increase. 

3148. Chairman: This is not a matter which we need discuss with 
Messrs. Cook and Ingram. We shall have to consider it among ourselves 
befor(j we decide about the precise information we want to collect. 

3149. Dr. Hyder : If the complaint refers to the opening of branches 
and exposing the indigenous banker and the joint stock banks to greater 
imd unfair competition, the question arises whether the Exchange banks 
might not in their own interest amalgamate themselves with the ’ndigenous 
bankers. Do you really think that we as a Committee would gain very 
much even if we had all these statistics? 

3150. Chairman: There is a good deal in that and we might discuss 
among ourselves. 

3151. Seth Haji Abdoola Haroon: You said that Exchange banks, in 
the case of exports, finance only such stuff which are in course of shipment 
or under preparation for shipment. How' do you account for inland branch¬ 
es of the Exchange banks?—The inland branches, say at Delhi or Oawnpore,. 
send hides and skins for export. 

3152 But not from all inland places ?—The only one which I mentioned 
before as not doing exchange business was Lahore. 

3153. Sometimes these banks might also finance not only shipments 
under preparation but also other stuffs?—They may, but it is n.)t very 
common. 

3154. So the financing is not necessarily confined to shipments in 
cours '3 (if preparation?—As a rule it is confined to shipments in course of 
preparation, but it may be that in very rare cases some exporter of con¬ 
siderable standing might get an advance against stocks examined by the 
bank and on the security of that stock. 

3155. There are some reports that many leading European exporters 
from the chief ports are financed by banks for their purchases inland?— 
I have been referring to financing upcountry direct exporters. 

3156. Suppose there is a European firm in Calcutta which purchases 
its goods, say in Lahore or Delhi or Patna. The firm at Calcutta is fairly 
well financed to cover its purchases?—could not say whether it is or is 
not done, it is not to my knowledge. 

3157. Mr. Ramdas Pantulu: Messrs. Volkart Brothers in Madras send 
their men to villages to buy cotton and groundnut and other crops and we 
are told that they get their finance by some arrangement through Exchange 
banks for purchasing their produce?—I am not in a position to gay about 
this; I have never been to Madrasu 

3158. Chairman: The point is a general one. Do the Exchange banks 
give advances to, say, an English exporting house at Calcutta to enable 
them to buy produce upcountry 7 —I have no knowledge of their doing b(x. 
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3159. Let us assume that Ealli Brothers at Calcutta want to purchasej 
upcouiitry, say jute in Dacca. Would no Exchange bank in that’case 
provide them with the necessary finance?—They would never ask for it. 

dlfiO. Can vou say how they would provide themselves with the neces¬ 
sary funds?—They never deal with Exchange banks, they would ni¥ange 
for finances out of their own funds. 

3161. Mr. liamdaa Pantuiu: My question was whether it is true that 
Exishange banks advance finance?—Generally speaking it is not the usual 
arrangement. 

3162. Mr. Khaiian ; Is the information correct that some European 
merchants in Calcutta have got cash credit accounts with Exchange bardcs?' 
In operating on such an account there is a column ‘goods paid for bufc 
not delivered’—I could not say, I have no experience. 

3163. But they would borrow in Calcutta monies which they caiT 
utilise for the purpose?—^We could not say; we do not control any of 
these firms which may have financial arrangements with the bank. 

3164. Chairman: Assuming that any of these big European export, 
houses were to borrow money from an Exchange bank in Calcutta on 
such security as the Exchange bank demands and considers to I'le good 
security, the Exchange bank would make an advance without trying to 
go behind the transaction? The money would thereafter be taken up- 
oountry and used for the purchase of raw produce.—It might be. 

8165. Mr. KhaHan: Is it always that security is demanded from 
European firms in opening cash credit accounts and are securities oPDually 
handed over to the Exchange banks for the operation of a cash credit 
account?—^I am not in a position to give any information. 

3106. Chairman: We have heard it stated before that it is not the 
custom of banks (it may or may not include Exchange banks) in all cases 
to insist on security when they grant an advance, but in some eases they 
would depend on the personal security of their customer as Icnown to 
themselves. Mv colleagues want to know whether, when an Exchange 
bank gives an advance to one of its customers, it always demands tangible 
security or whether there are certain cases in which it grants advances, 
on personal security?—I have no knowledge of the arrangements which 
the banks make. It entirely depends on the person. 

3167. Are there cases in which advances would be given on personal 
security alone without demanding tangible security?—I could not S 33 /; I 
know nothing about it. (Mr. Ingram; As far as Bombay is concerned, from 
my own experience, there are very few, if any, clean overdrafts). 

3168. Mr. Manu Subedar: Are you content merely with a promissory 
note or do you ask for any collateral security on cash credit?—I im afraid 
I am not in a position to answer. 

3169. Mr. Buckley: It is the general practice of banks to advance 
money to merchants on cash credit account against security?—Yes. 

3170. There are cases where banks do advance money to merchants 
against nc security, that is to say, clean advances, but they are the 
exception ?—^Yes. 

3171. When security is offered or arranged on cash credit account, it 
is usiially against goods in the borrower’s godowns or goods in transit which 
have been paid for, but not delivered, and the whereabouts of which the 
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<ip not know; but banks do not as an invariable rule advance against 
goods lu the mofussil or lehd money to merchants for the purpose of going 
upcountry and buying goods in the mofussil?—That is so. 

3172. Mr. Manu Subedar : Suppose the cash credit arrangements are 
madoi some time in the beginning of the year, when there are no goods 
because the purchasing season and the exporting or importing season have 
not starijed. At that time you will be content with a promissory note. 
The understanding generally is that the man will draw these monies and 
use them along the usual lines for making purchases and when the docu-- 
,ment6 erpanate, they will come to the bank in due course. Is that not 
80 ?—^Tes. 

31,73. Therefore in the beginning, when the merchant does draw money, 
there are no goods?—One could not say when he draws the money. In 
the first place the cash credit would only be granted to persons of very 
Jugh standing. One would watch. 

3,174. Once ca*h credit is opened for a certain amount, if a cheque 
is received, it would be cashed and you would not know to whom the 
cheque is paid?—Presumably not. We would not follow the money. 

8175. But there is a general understanding that the money is going to 
he used for a specific purpose?—He might be using the money all the 
time. 

3176. So that, there is no collateral against cash credit to start with. 
Collateral arises in due course?—It may not be so. 

8177. The point is whether the collateral arises after the cash credit 
is opened?—The assumption i's that the cash credit is for the purchase 
of certain commodity. At Ifeast the cash credit may be clean with the 
banker’s knowledge that the commodity has actually been purchased and 
is en route to his care; when it arrives under his care, it becomes collateral. 

8178. The collateral arises later?—^Yes. 

8179. That is, the amount which is arranged is of the maximum turn¬ 
over which he will make?—That is so. 

3180. Therefore the maximum turnover may not arise till late in the 
centre of the season?—Yes. 

3181. In the meanwhile he will be drawing money from you by in¬ 
dividual cheques of which you will not know?—We would not follow it. 

8182. Chairman: Can you tell us what the effect of the continuance of 
such business by exchange banks would be on: — 

(!) the interests of merchants and traders; 

(2) the interests of the Exchange banks themselves; 

(3) the interests of the Indian joint stock banks and indigenous 

bankers ? 

_The continuance of such business by the exchange banks is in the 

interest of merchants and traders and also of the Exchange banks and 
as stated we do not interfere with the normal business of the Indian joint 
stock banks or indigenous bankers. 

3183. It has been suggested that the European exporters and i.rnporters 
have the monopoly of India.’s foreign trade whilst the Indian merchants 
have now the major part of the business of the internal trade and thdt 
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ifcy op(3ning of inland branches, Exchange banks encourage foreign traders 
to compete with the Indian merchants even in regard to this internal trade. 
Have you anything to say on this?—We do not agree with the statement. 
We think that Indians are having increasing part in the direct import 
and export business, and moreover the middleman has not been elimipoted. 

3184. We have specific instances about the operations of Japaaosa. 
The statement which we have made applies also to the Japanese Exchange 
Hanks. What do you say on this point?—There are no JapanesI banks 
'upcountry. 

3185. We have been told that men from Japan financed by the 
J'apanese Exchange Banks have now extended their operations into the 
interior where they buy cotton from the producers or middleman. This 
hoa driven out of market to that extent the Indians who have hitherto 
Vwen doing that business?—You refer to Japanese connected with the 
hank or connected with the mercantile community? 

3188. Simply to the fact that they are financed by the bank. 

3187. Sir Purahotamdaa Thakurdas: Reference is particularly tp . .the 
facilifcici given by the Japanese Exchange Bank, the Yokohama Specie 
Hank, to Japanese cotton houses in Bombay whereby that bank 
aUowj the Japanese cotton house to draw on it against the purchase made 
by a Japanese exporter not in the recognised market but even in the way- 
■side villages?—We have no particular infonnation regarding this. We 
know that Japanese^ firms are financed for cotton in godowns in Bombay 
■fey the National Bank dr Japanese Bank. How far they advance for the 
purchase of these goods we do not know. 

3T88. Are you aware that the Japanese exporter draws a Dernand Draft 
■on the Yokohama Specie Bank against the purchase?—No, I am not aware. 

3189. Supposing I tell you that it was so, would this impression be 
further strengthened?—We know Indian merchants do that class of 
business. 

3190. Yes, Indian merchants bring cotton to mandi and then they 
sell there. Japanese export houses used to buy cotton in Bombay or in 
.any recognised market like, say, Akola. Now they have opened their 
br.anches in the upcountry and there they buy cotton. They then draw 
■o.n the Yokohama Specie Bank and the. cotton; goes right through from the 
“field practically to the consumer in Japan due to the assistance given 
:by the Yokohama Specie Bank. Can you say anything on this point?-— 
We have no knowledge if the cotton is purchased by the Japanese in tlib 
upcountry. If that is so, I think it is done as a special case, but generally 
it is not done. 

3191. Chairman: Taking that individual case of that particular class 
of goods a statement has been made to us. The same thing may happen 
in the case of foreign traders also. What you told us is that there was no 
special encouragement given to the Eurppcsan traders. But as regards 
these Japanese traders you knew nothing on the subject. This is a case 
'which has been brought to our notice by Bombay Indian merchants. Mr. 
Ingram also has no knowledge on the subjec.t. 

3192. Seth Haji Abdoola Haroon: I want to bring to the notice of the 

'committee one fact that in Sind and the Punjab not only Japanese but 
European firms do business not cotton but in what we call Kapaa. 

They hire ginning factories there and they do all the kind of process there. 
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Last year abo.ut 75 per cent, of business in cotton went away from the hands 
of Indians. 

3193. Sir Purskotamdas Thakurdas : Hut do the banks give them similar 
facilities as mentioned to you just now. 

Seth Haji Abdoola Haroon: I do not know whether they receive any 
facilities from the Exchange banks or from any other banks. 

Witness: There are firms like EalJis and A’oJkarts who are not financed! 
by banks. They do business with their own resources. 

SlO-t Chairman: Who would finance them? Do you mean to say llallis 
and A'olkarts would do? I take it the only source of finance is through the 
Exchange banks?—They must be doing business with their own resources. 

3195. These are obviously the commodities leaving the country. 
Because I also find a similar statement made in the memorandum sumit- 
ted by the Indian Chamber of Commerce, Calcutta. They say “European 
export and import houses with their vast resources are competing very 
seriously with Indian firms for this kind of business’’. What is your 
knowledge?—I cannot say anything in the matter. As far as my knowledge 
goes, there is no such evidence before us. 

8196. Mr. Khaitan : May I remind you of the case of Messrs. Landale 
and Clarke who now go into the interior and buy jute and have been in¬ 
creasing their business?—Have they not alwa.ys done so? 

3197. The feeling in Calcutta is that foiTne^rlv about 25 per cent, of 
this interior trade was done by the European firms and 75 per cent, done 
by tlie Indians whereas now it is quite the reverse. Is it not?—I do not 
know anything on this question. This information you can get from the 
Chamber not from the bank. 

3198. Mr. Ramdas Pantulu: What do you say about the operations 
of the Imperial Tobacco Company?—I have no knowledge. 

3199. Are they financed b.y the Exchange banks?—I think the Imperial 
Tobacco Company most likely finances itself. 

3200. Mr. Manu Subedar: With regard to the case referred to by 
Mr. Haroon, do you think it would be possible that the European firms 
are getting the money from the Exchange banks by way of previous 
arrangement of cash credit?—It would be possible. 

3201. You have aheady stated that in the case of cash credits no tangi¬ 
ble security is asked for at the time when cash credits are arrang(ed. Is it 
not?—It is asked for. 

8202. What is the kind of security you ask for?—We ask for the com¬ 
modity particularly cotton. 

8203. Is it not credit?—Let me explain to you that the cash credit 
when first granted is granted against cotton which is going to be shipped. 
The bank makes a stipulation for the submission of statements either 
monthly or fortnightly. So there is a possibility of having two checks. 

S204. Cash credit is given against the promissory note. Is it not?— 
Promissory note is sjmply a legal document and that is a legal part of 
business. 

3205. Then, the legal security would be the promissory note and th« 
actual security would be the statement of goods submitted. Is it not?— 
They originally give a bond coupled with the promissory note. 
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3206. When once the cash credit is granted, one can draw to , the 
extent of the cash credit with confidence?—He is not going to buy cottim' 
to tiie full extent of the cash credit. 

3207. If the business is profitable, he may do so?—The security against 
this cash credit, in any case, is in the possession of the bank. There is a 
clause to the effect that the goods purchased by the firm should be en route 
to the godown or the property of the bank. 

3208. How aro you going to arrange about the uuginned cotton?—No- 
Exchange bank would allow any cash credit on unginned cotton. 

3209. So, the dealer will give in the statement of baled cotton. But 
when they are not baled then?—do not think that cash credit would 
allow of the purchase of cotton in that state. Th,-. banker, may make a 
bond with the buyer. 

3210. I understand that certain firms receive cash credit from the- 
Exchange banks on the consideration that those funds would go towards 
purchase of cotton. Is it a fact?—^I have no idea about it. 

8211. Chairman. You talk about the cash credit bond. Am I td under¬ 
stand that when the cash credit is given, the- party receives cash credit" 
signs the bond and deposits it with the Exchange bank ?—^Yes. 

3212. Would you kindly favour us with a copy of the form?—Yes, T 
caa give you the form. 

3213. Mr. Khaitan: Will you also be good enough to give us the usual 
form of monthly and fortnightly statement?—There is no standardised 
form. Thera are varieties for forms. 

You may give us those forms. Can you?—Yes. 

8214. Chairman : You state that after the arrival of goods in India from- 
foreign countries, considerable assistance is given to importers by the- 
Exchange banks in the way of deliveries against acceptaijce and on Trust 
Eeeeipt, or by means of loans on the goods to enable the relative bills 
of exchange to bo paid. It has been stated that some time ago the 
Exchange banks abruptly and arbitrarily decided not to give parti^ deli¬ 
very of goods. Will you kindly tell us the circumstances in which such a 
decision was arrived at and why previous notice of such a ghange could 
not have been given to the merchants?—It was found that during the 
period of slump in 1921 the goods had to be held over imtil they were 
cleared. The system of partial deliveries was purely a temporary phase. 
When the stocks were cleared in January 1928, the method of partial' 
delivery was discontinued. It was a war measure. 

3215. Therefore, y ou do not now give partial delivery even on Trust Ee- 
ceipt. Do you?—Actually we do not but if we have instructions from the 
drawer we do. Trust Receipt is given by the denier when the goods are 
wanted by him and the goods are released on his undertaking to pay the bill. 
That is a different form, but the partial delivery is actually against the 
bill. 

8216. It has also been complained that when Exchange banks make 
alterations in the rules of business with merchants, the alterations are 
neither communicated to the merchants nor are they notified at least in- 
the office of the Exchange Banks’ Association. Would you kindly explain 
to the committee what yom- practice is in the matter?—When there are 
any changes in the rules, the merchants are more often communicated witK) 
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•through their brokers. Weliavie no objeclion to advertise, if the merchant? 
■think that any changes in the rules should be so advertised. 

3217. It has also ^jeen suggested that before making any alterations in 
'the rules of procedure it may be useful to the Indian merchants, perhaps 
also English merchants, if the Exchange Banks' Association were to con¬ 
sult the Chambers c f Commerce and ether representatives of English and 
Indian merchants or brokers?—If they are so serious the Association will 
Ib'j happy to coosnit fliem. 

3218. Therefore, you say that you have no objection to circulate the 
niles among the various Chambers. Is it not?—Yes, those rules which 
6nly affect the merchants. 

3219. Sir Purshotamdas Thakurdaa : Can a merchant in Bombay ordi- 
cnarily dealing with Exchange banks get hold of these rules uptill now?— 

hlerchants have been informed that if there is any question regarding the 
“tuling, we shall be able to give them a copy cf the ruling. 

.3220. If my firm is dealing with an Exchange bank and if the manager 
of: the bank says that a certain thing is against the rule of the Association, 
my firm has to aeceirt that word of the manager. Do you think it is a 
treasonable condition in which you put your clients?—Is there any rule 
that has been detrimental? 

3221. Yes, there are many rules which are detrimental. I do Qot under¬ 
stand why the Association should fight shy of giving a copy of their rules 
to their clients in print. Very often you change your penalty clause and 
nobody knows about it. Is it not—I do not think there is any change in 
the penalty clause. 

3222. During the last seven years you have either decreased it or in¬ 
creased. 'HPw is it to be known by the other side ?—^You get the informa¬ 
tion from the brokers. 

3223. May I know if your Association would be prepared to sell the 
•rules charging Rs. 2 or whatever price you may fix?—No, I would bring this 
question at the meeting and decide about the circulation of ryles which 
affect the business of the merchants. But I may assure you that if there 
is any rule which affects business of the merchants, we have no idea to 
keep it secret. 

3224. Mr. Buckley: In Bombay I think the rules are not published. 
jBut in Calcutta in view of certain requests having been made for a copy 
■of the rules of business, did we not some years ago publish the rules ?—■ 
T have got a copy here also which was published in Calcutta. 

3225. That has been supplied to merchants on application. Is it not? 
—Yes. 

3226. Will you kindly place the copy on the table for the information of 
the Chairman?'—Yes. These rules were published on the 15th of Novem- 
"ber 1926 and have been brought up to date 

3227. ; Sir Purshotamdas Thakurdas: May I know when it was last 
available?—In 1926; 

3228. But there have been many changes since. Is it not?—Yes. But 
they have .beenmade'available. We Lave not sent them to the custotnerg 
Shut they have been made available for them. 
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that they have not received any copy ?—J nm quite certain that they bav’^' 
never asked for it. 

3280. Mr. Khaitan: My point is: how has anybody to know that yon 
are making any changes in the rules?—^The changes are made only once- 
in si.x months or so and those also are very small changes. Those changea- 
are immediately known to those concerned. There was a change the 
other day in connection with the penalties. Because of the condition of 
the market, we have dispensed with this penalty of l/32hd. I have men¬ 
tioned this change because it is the last change we had in the rules. 

;>231. There was a complaint that in 1928 there was a cliange in the 
rules about partial deliveries and all outstanding contracts were treated by 
merchants as being governed by the provisioKs of their contract. Since- 
1928 you stop giving partial delivery?—I agree th:it there was a change in> 
that connection. So far as Calcutta is concerned' we never had partial 
delivery. 

3232. IJow arc the people to know about the changes? 'Whenever there- 
are any changes, some proper arrangements should be made to supply the- 
copy (o merchants?—T am quite willing to do so. 

3233. Mr. Bushforth : Brokers can always get copies of the rules from 
the table of the manager of the Chartered Bank or any other bank. 

3234. Chairman: You state that clean credit is not in the ordinary 
way obtainable, but clean bills of approved parties may be negotiated by 
the banks. Can you tell us whether thei'e art* such approved Indian parties 
(IQ the lists of the Exchange banks?—^No. Clean bills are usually finance- 
paper and are confined to the large British Houses whose paper is r*>. 
cognised and fully accepted in. the London market. As a rule they draw 
on firms at Home but there are no Indian firms who finance like this in this 
country. 

3283. In the case of English firms you do in that particular way; you 
do not give them clean credit?-—No. 

3236. It has been pointed out by one Chamber that' the penalty nWf- 
charged by the Exchange banka for the late completion of exchange con¬ 
tracts is very high. Will you explain to the Committee the object of 
charging this penalty and whether you consider the penalty is capable ol 
reduction or abolition ?—The penalty which is charged is on the non-delivery 
of export bills. The remedy for that would be the cancellation or the 
carrying forward of the contiaot. 

3237. Chairman: Would I be correct in assuming that this arrange¬ 
ment of charging the penalty is really to ensure that the merchant is going- 
to carry out his part of the contract 7-—A bank has always got to act up to 
its contract and in the same way its customers also have to do so. The- 
onh thing is that the penalty is charged, if at the end of the period of 
his contract he is not able to abide by it owing to the late delivery of the- 
goods. 

3238. Seth Haji Abdoola Ilaroon: Is this penalty alike both to Euro¬ 
peans and Indians?—Certainly. And we have not heard any European firrt' 
complaining about this penalty at all. 

3239. Chairman: Is the system of penalty in vogue in other countries 
also?—We cannot say. 

3240. Sir Purshotamdas ThakurJas: The complaint is not so much 
against the penalty by itself but to its being high?—It may be high, but our' 
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■point; of view is that the merchant has got a wnole month before him to 
•decide whether he can take up that contract or not. 

3241. Chairmaji-. And is it a fact that the rate of penalty charged by 
"the Exchange banks in Calcutta is more than that charged by banks in 
Pbinbay ?—Yes. 

3242. Is it possible for you to say why the Calcutta rate is higher than 
that of Bombay?—We cannot say why it is so. In Bombay, the rate is 
I per cent, •jver the Imperial Bank rate 

3243. My poiiit is that if Bombay finds the penalty rate of 1 per cent, 
oyer the Imperial Bank rate a sufiicient deterrent on the banks, why is it 
that Calcutta charges a higher rate for the same purpose?—So far as the 
question of export is concerned, because the delaj will really mean a less 
of interest in London, the Bank of England rate is taken into consideration. 
'When the Bank of England rate is 6 per cent., we don't consider the 
penalty high at all. 

3244. Mr. Manu Subedar: Now that the discrepancy has been brought 
to your notice between the Bombay and Calcutta rates, would it be pos¬ 
sible for your Association to equalise the rates in the two places?—I think 
it is a matter for consideration. 

3245. Chairman: Would it be possible for your Association to have the 
matter examined?—Certainly, it is a pent v/cll worth consideration, 

3246. Mr. Rughforth -. Am I right in saying that the penalty of l/32i. 
a week is equivalent to about 10 per cent, per annum. Therefore l/82d. 
for a fortnight would be about 5 per cent, per annum _ which is no penalty 
at all; rather an encouragement to the merchant to get cheap finance. 
•(Laughter)—We entirely agree. 

3247. And may I add that in actual practice the penalty is very rarely 
exorcised ?— 

3248. Sir Purshotamdas Thakurdas ; On the other hand, may I be cor¬ 
rect in saying that the penalty is invariably excused?—The penalty is 
almost invariably exercised. 

3249. Chairman: You say that the present methods of warehousing are 
satisfactory. It has on the other hand been pointed out by one Cliamber 
that some of the terms on which the goods are warehoused by bonded ware¬ 
houses in Calcutta are very unfair to the merchants, that the banks have 
no security or guarantee about the number of packages stored or the weight 
of the goods, that the charges are every high and the methods employed 
by the warehouses in taking and giving delivery of goods are very dilatory. 
Will you tell the Committee what your experience has been in this matter? 
—Our experience in Calcutta is that the sy^stem of warehousing is perfectly 
satisfactory although there is a general complaint that the charges are a 
bit high, especially .'n the ease of those goods stored in'the Port Trust 
warehouses. As a matter of fact the Port trust warehouses are pucca 
gotlowns and the charges for them are no doubt a bit higher than those 
charged by the kacha ones in the city, but the fact is that the charges 
for up-keep of the Port trust warehouse including insurance of the goods 
stored in them are found to be so high that it is sometimes even found 
Impossible to make both ends meet. 

3250. Sir Purghotamdag Thakurdas: We hear these receipts are 
worded something like this ‘alleged to be so many packages. ’ Is that 
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so?—We know exaotlj what goods are stored in them. In all cases, one 
of tile employees of (he bank would portonally sen to the storage of goods 
in the godowiis. 

3251. Mr. Khaitan: Would you not like the receipt issued by the lionded 
warehouses to be more clear and explicit, instead of the vague expression 
‘said to contain so many packages’, etc. I have not seen the wording 
myself quite e'eaily, but the members of my Chamber have complained 
about the vagueness of the receipt ?—^It is a long time since I saw a receipt, 
myself, but I perfectly agree that clearer the receipt the better will it be. 

3252. Chairman : You have no idea how these receipts are worded your¬ 
self?—No. 

3253. You have referred to legal questions leaving the validity of Trust 
receipts and Letters of Lien in doubt. Can you explain what legal diffi¬ 
culties you refer to? Can you also suggest any remedies?—We want that 
the stamp duty should be legalised, and if these documents are miauled, 
it should be made a criminal offence. 

3254. Sir Purshotamdas Thakurda»: You say that the legal questions 
leave the validity of Trust receipts and Letters of Lien in doubt. Have 
any cases, in which legal difficulties arose, ccu.e to your notice?— 

8255. Mr. Lamond: Two cases are already on record. One was, I 
think, brought by the National Bank of India and the other by the Inter¬ 
national Bank. 

3256. Chairman: Therefore, the modification of the rules in regard to 
the stamp duty will by itself not solve the difficulty?—No. We want that 
the breach of trust in regard to these Trust Receipts should be made a 
criminal offence. 

8257, Sir Purshotamdas Thakurdas: Do you think such a provision 
will be sufficient?—We think that will be sufficient. At present we can 
make a civil claim, but if criminal liability is also enforced, then it will be 
a salutary provision. 

3258. Chairman: You make some suggestions for legislation so as to 
.give the banker a recognised prior lien over goods specified in the credit 
instruments used in trade and add that that would help bankers and 
•traders alike very niucli in the giving of credit, uncertainty in any shape or 
form being a hindrance. Would you kindly explain a little more fully in 
what manner ui'certainty arises in regard to existing documents?—^The 
answer to this question has already been given in our answer to the previous 
question. The modification that we suggest in our answer applies to this 
question also. 

3259. You say that the Chamber would like to see the railway receipt 
universally recognised as an indisputable legal title to the goods" covered 
by the same. I find from the Indian Sale of Goods Act of 1930, which 
"has come into force from the 1st of -July, that a railway receipt has been 
included in the definition of documents of title to goods. Does that not 
meet the point of your Association. If not, would you kindly say what 
■further steps you suggest should be taken?—We have nothing more to 
suggest. The present law which has legalised and made the railway receipt 
a document of title to goods is sufficient. 

82P0. You say that you are in favour of audit and examination of bank 
accounts by examiners. It appease to me from this and subsequent 
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answers that yon are perhaps thinking of the annual audit carried by audit'*^ 
018 appointed by the shareholders. The question, however, refers to aifc 
additional audit by special examiners appointed by an independent outside 
body. Will you kindly state whether you are in favour of such audit afeo?/ 
—We were thinking of only the annual audit. We are not in favour of any 
additional audit. 

&261. Sir Purshotamdaa Thakurdaa: Are you definitely against an addi- 
ticual audit by an independent outside body ?—Our idea is that there 
should not be too much of interference. If the audit is arranged for satis¬ 
factorily, we do not consider another audit is necessary. 

3262. You suggest the appointment of two independent auditors, one 
by the directors and the other by the shareholders. You add that the- 
ot)jeet of their appointment is submission ot an absolutely authentic state¬ 
ment of the bank’s affairs to its shareholders. May I take it that this 
object is not secured under the provisions of the existing law?—Our sug¬ 
gestion is that one auditor representing the directors and another represent¬ 
ing the shareholders would act as a greater safety to the shareholders. 
Such an arrangement would naturally reduce the possibility of the auditors 
overlooking or conniving with the management or the directors of the com¬ 
pany. 

3263 But the present auditors are, in theory at any rate, appointed by 
the shareholders, arc they not?—Of course, they are, but after all there is 
only one auditur Unfortunately, because of this there have been caseis 
whore the auditors have been found to be guilty of more than neglect. 
It is merely to reduce that risk that we have suggested the appointment 
cf twti auditors one by the Management and the other by the shareholders. 
Practically this is the custom at home where in several cases, directors^ 
api)oint one auditor and the shareholders also do likewise. 

3264. Is that the general practice in England?—cannot say wBisther 
it is the general practice, but the National Bank has such a system it>- 
vogue. 

3265. Mr. Manu Subedar : What sort of audit have you on the local 
occouBts of the banks who are members of your association?—Some banks 
have tbedr local accourits regularly audited but others do not. In tha 
'case t‘f those banks who do not audit their accounts regularly, inspectora 
from the home oflice are sent out from time to time and the reports of 
such inspectors are duly audited at home by the auditors. 

8266. What would bs the position with regard to the non-British mem¬ 
bers of your association?—We cannot say. 

3267. Do they audit their accounts in this country ?—We cannot say, 

3268. What would you suggest in the interests of the depositors in thia 
country should be done with regard to the audit of the foreign banks operat¬ 
ing in this country?—Personally we don’i consider it necessary to stipulate 
any conditions at present. 

326G. Would you object to outside audit in the interests of the general 
public?—We would not favour the proposal, but at the same time we 
would not stand against it, if Government consider it necessary. 

3270. Chainnan: You say that in the case of small banking concerns 
sufficient confidence might be given to depositors by the appointment by 
Government or some central financial authority of one auditor only. How: 
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would you diSoreatiate between small and large banMng concerns for this 
purpose?— Wb think that smaller institutions might find the tax of two 
auditors' fees heavj. 

■3271. But your object is to safeguard the interests of the depositors 
Bntii’ely, 

3272. Supposing the depositors, in c*der to safeguard their interests, in¬ 
sisted on the accrj lints of the bank being audited by an outside authority, 
would not that be a legitimate demand from their point of view!—^Yes. 
Apart from the fact that as a general principle we are opposed to any mbre 
interference iihan is necessary in the afiairs of commercial banks, there 
would be no objection. But we do not favour the increasing supervision 
by Government or by any outside authority. 

3273. Mr. Manu Subedar: At present India follows the policy of open 
door for any bank in the world coming and establishing itself here. There¬ 
fore Qot only the large institutions like the Chartered Bank or the Naticmal 
Bank, but even small foreign banks can establish themselves in this 
country and car attract by the medium of brokers large amounts of 
deposits.—Possibly, yes. 

3274. Therefore, in the interests of depositors in some weak institutions 
—^perhaps not British, they may be Portuguese, they may be Japanese or 
any .other nationality—do you not think that some kind of check by Gov¬ 
ernment will be a salutary thing?—Yes, it would. 

3275. Sir Purahotamdas Thakurdaa : What are the requirements of 
other countries regarding banks working there?— I have no information. 

3270. Is there any such requirement by law that the Government have 
the right to have the accounts of banks audited?—do not know. (Mr. 
Ingram). There is no compulsion in Japan; they have their own banking 
inspectors. 

3277. Mr. Manu Subedar : Have they full freedom for raising the 
deposits?—^Yos. 

3278. Sir Purshotamdae Thakurdas : I wish to put fb you the other 
point of view. The history of some of the banks that have gone down 
shows that the auditors did not do their duty satisfactorily. If it is con¬ 
sidered necessary in order to inspire confidence in the investing public, 
would the Exchange banks have any objection to such an audit by 
inspector.s or examiners of accounts appointed by Government?—^If they 
are appointed by Government, the Exchange banks would have to comply. 
They would no doubt have to fall in with the rest. 

3279. Chairman: It has been suggested that there should be a Gov¬ 
ernment Controller of banks in each province whose functions sUould be 
to exercise supervision over the working of joint stock banks including 
British and foreign banks. Will you give us your views on this suggestion? 
I take it your answer is that you do not like this in the case of Exchange 
banka, but when it becomes the law of the land, you would have no 
objection?—^That is so. 

3280. Mr. Buckley. In other words, Mr. Cook, whatever Government 
may prescribe for banking as a whole in India, Exchange banks would 
be perfectly willing to subscribe to it?—am sure they would. 

VOL. lil. ^ 
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8281. Tbii do hot advocate ainy exetnption on behalf of Exchange banks? 
—No, certainly not. 

3282. Chairman : You suggest that a company should not be aiiciwed 
to call itself a bank unless it is registered under the Indian Companies 
Act and has an authorised and fully paid up capital of at least Es. 5 lakhs. 
Would you kindly explain to the Committee your reasons for fixing the 
minimum limit at Es. 5 lakhs? You do not consider that any smaller paid- 
up capital is safe for institutions which advertise themselves as banks 
and take deposits?—No. 

8983. Not even the small institutions at outside mofussil stations?— 
As a matter of fact we do not think that institutions which cannot employ 
say, Es. 5 lakhs, should be classified as banks. 

3284. It has been suggested that there is at present no protection to 
depositors in India who deposit their money with foreign banks and that 
it is necessary to legislate for the foreign banks making a deposit with the 
Government either with reference to the number of their branches or with 
reference to their liabilities to the public in India, the deposit being ear¬ 
marked for satisfying the bank’s creditors in India. Would you kindly tell 
the Committee what your views are on this point?—We do not think that 
would be feasible. 

3286. Why?—Well, it is very difficult to arrive at a figure which would 
be a fair proportion. Further I do not see how anything lodged in this 
country of a business institution could be earmarked for any particular 
deposits; there are no preferential deposits. Any assets which the foreign 
banks have must come into the general winding-up of the concern. 

3286. So you do not consider that to be a practical proposition?—-No. 

3287. Sir Purshotamdas Thakurdaa : Do you really think it would be 
80 unfeasible as all that?—^I do really. 

3288. Supposing that a bank has taken 40 lakhs as deposits and has 
advanced 35 lakhs against goods in godown.s; the local branch in India 
is quite solvent; then all of a sudden they find that they have made a loss 
somewhere; as a consequence they close their doors. In that case would 
not a provision like that indicated in the Chairman’s question protect the 
local depositors, and would it not be a fair thing to the depositors to realise 
the bank’s assets and to distribute them pro rata among the depositors 
who trusted that bank?—^The question will then arise what figure are you 
going to prescribe? The extent of the bank’s operations in this country 
will vary considerably from time to time and from season to season. I 
really do not know what form it could take or how in international law 
it .could ever be possible to determine the proportion of the assets of any 
foreign bank in any particular country to be earmarked. 

3289. If in the license which the country gave to the foreign bank to 
work in it, this were made a condition, I am told that it would be good 
in law, and it has been suggested that where non-Indian banks domiciled 
outside, draw as much as 70 to 75 crores as deposits, it is the duty of 
the Government of the country to protect their depositors against any 
such unforeseen losses. What objection can you, as a representative of 
the Exchange banks, have to the law of the country saying that whatever 
assets the bank has in the country shall be collected and distributed pro 
rata among the depositors?—I would have no objection, but my opinion 
is that it is not workable. 
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3290. Chairman: You say that you are not in favour of limiting by 
legislation or otherwise the sphere of operations of any class of baiiiL as 
any such attempt would retard the free and healthy development of trade. 
It has however been suggested that as far as India is concerned no develop- 
men'j of trade can be considered healthy which leads to the transfer of 
the trade from Indian to non-Indian hands. Would you favour the Com¬ 
mittee with your views on this suggestion?—We contend that Indians get 
the same consideration from the banks at present here as do other nationals 
and that actually they are doing more and more of the direct foreign trade. 
Any limitation by legislation on their freedom of action would tnorefore 
hamper business and beneht no one. 

3291. You see no objection to a license being required when a foreign 
bank commences business in India, as a safe-guard against opening of 
branches by banks of doubtful stability. It has been suggested that this 
system of license is also useful from the point of view of securing some 
control for the Government over the operations of foreign banking concerns 
with reference to the interests of the nationals of the country. What are 
your views on this suggestion?—We see no objection to a license. We 
presume that the idea of a license is to ensure banks who are incorporated 
abroad rendering the same accounts as banks incorporated in Indi.a under 
the Companies Act of 1913. Some of the Exchange banks have been in 
this country for many years doing most useful work by developing trade. 
You will excuse me if I enter into a personal matter. The Chartered 
Ban'i have been here since 1853. The Mercantile Bank is the successor 
to the old Chartered Bank of Asia founded in London in 1853 and the 
Mercantile Bank of India, London and China started in Bombay in 1853. 
The National Bank of India was founded in Calcutta in T863 as a rupee 
company. Four out of the 7 directors were Bengalis. These facts I may 
say I got from the Bengal Provincial Banking Enquiry Committee’s 
Report. In 1867 the head office of the Bank was transferred to London 
and the capital was made in sterling. And I wish to point out this that 
it is of great interest in the present discussion to think that an Indian bank 
which at that tipie. had a majority of Indian directors realised that it was 
advisable in the interests of itself to transfer its head office to the central 
market of exchange; and in this way we feel that the Exchange banks 
whicti have had this long history of service to the country should not be, 
as has been suggested by some of the other things which have appeared 
in th(! paper, penalised as foreign banks; but at the same time we are quite 
sure that they would be willing to agree to any license that Government 
might consider necessarv' for the safeguard of Indian depositors, provided 
that; they worked in complete equality with all other joint stock banking 
concerns working in this country. 

3292. Mr. Manu Suhedar: You said just now that you would have no 
objection to the Exchange banks giving particulars of their accounts in 
the same form in which the other joint stock banks did?—-I can say that 
the Exchange banks are perfectly willing to agree to any license which 
Government may prescribe. 

3293. Chairman : Your point, as I understand it, is this: that if the 
Government of the country considered that a license was required from 
every bank in the country whether it was an Indian joint stock bank or 
whether it was a foreign bank, and if one of the conditions attaching to 
the license was the presentation to Government of accounts in a prescribed 
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form, your view is that the Exchange banks will not object to that license, 
An\ I correct?—Yes. If the Government of India made a general rule 
that every bank operating in this country, be it Indian or foreign would 
have to take out a license and if one of the conditions was that it must 
present its accounts to the Government in a prescribed form, I would not 
object to that. 

321)4. Mr. Manu Subedar-. Do you think it feasible for the Exchange- 
banks to give a statement of their Indian business isolated from the- 
aecounts of the other branches in the world?—^Yes. It would of course 
fce pc'ssible in the published statement or the balance sheet. 

£295. You mean in the statement that you will have to submit under 
the conditions in the license?—Yes, it would of course be possible. Though 
the banks would prefer not to make such a return, they would have to. 

329fj. Dr. Hyder: You just now said that the Chartered Bank was 
founded in India in 1853; my information is that it was not founded till 
after the Indian Mutiny; it was started in India in 1858 ?—^I collected alii 
the facts from the Eeport of the Bengal Committee. (Laughter). 

3297. Chairman: You say that when once a license has been given there 
will be no question of subsequent cancellation by any authority so long 
as it complies with the law, as any such restrictions will hamper the 
development of trade. Would you kindly explain to what law you are 
referring? I think you are referring to the law of the land or to iny other 
legislation that may be passed prescribing the license?—^Yes. 

3298. If an enactment is passed that every bank operating in the country 
should get itself licensed and be governed by certain regulations, would’ 
you have any objection to the Exchange banks being licensed accordingly 
on the understanding that so long as they comply with the provision of- 
the law, the license will be renewed from time to time? I think your 
answer is in the affirmative?—^Yes. 

8299. Would you not leave the question whether the cancellation of 
the license would hamper the development of trade or not to be decided* 
by the Government of the country? Your answer to that is yes?—^Yes. 

8300. You see no objection to the proposal that banks should keep a 
minimum deposit of 5 per cent, of demand liabilities with the Central' 
Financial Authority or its Agent Bank, provided that the option is given 
of keeping this deposit either in cash or Indian Government securities. 
Would not the deposit in securities take away the advantages of a centralis¬ 
ed reserve?—If this question refers to money lodged to form part of the 
funds of a Reserve Bank, the answer is yes. But if it refers to a pro¬ 
portionate deposit with the Central Financial Authority as security for 
depositors, then we see no reason why such deposits should not be in the 
form of Government securities. 

8301. Chairman: It has been stated before the Committee that the 
resources of foreign Exchange banks in India are more than ample for 
financing the foreign trade of the country and that some portion of the 
deposits received from the public in India by the Exchange banks is utilised 
for financing trade and industry of foreign countries. Would you kindly 
teU the Committee how far this statement is correct?—^We do not consider 
that it is correct. Our experience is that banks are more often overdrawn- 
in London and that it is more common for banks to draw their money 
from London than it is to send any of their money from India to London. 
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8802. It has been alleged that foreign Exchange banks look down with 
prejudice upon the indigenous banks under Indian management. Has 
your Association or has any one of you individually heard such a com¬ 
plaint before? Have you any facts and figures to rebut this allegation?— 
We have no facts and figures to rebut this allegation which we have only 
heard from outside people or seen in articles in newspapers, etc. We have 
no evidence of it and I am quite sure it is not true. 

3303. It has also been alleged that the foreign Exchange banks do not 
lend money to Indian joint stock banks without securiW although they do 
large lendmg business among themselves on credit. Have you anything 
to say in regard to this statement? Can you throw any light on the 
existing relations between the Exchange banks and the Indian banks?— 

would prefer not to answer the question. 

3304. Not even in camera "?—^That I will. 

3305. It has further been alleged that on hearing any and every rumour 
affecting a bank, foreign Exchange banks withdraw credit facilities in the 
matter of purchase of drafts and telegraphic transfers, even though it may be 
a first class indigenous bank. Have you any observation to make in regard 
to this statement? Here too, if you prefer to answer the question in 
mmera, I shall have it transferred to that part.—Yes. 

3306. Here are two questions referring to specific instances and these 
were given to us, not in camera, but in open meeting. It has been com¬ 
plained by the Indian Merchants' Chamber, Bombay, that while the 
foreign E.xchange banks are willing and ready to help foreign firms, they do 
not afford similar assistance to Indian firms. An instance was quoted 
where an Exchange bank insisted on having an initial deposit with an 
Indian firm which wanted to do foreign business with a Japanese firm. It 
was found th.at the goods for which deposit was made by the Indian firm 
were delayed, that the Indian firm thereupon refused to take delivery of 
the goods but that the Exchange bank insisted that the Indian firm should 
take delivery of the goods. The matter was taken to a court of law and 
it was ultimately decided that the Indian firm need not take delivery of 
the goods and that the Exchange bank should refund the amount taken 
from the Indian firm. The bank in the meantime filed a counter claim 
against the Indian firm for the balance due on the imported goods, though 
later on they were advised to withdraw the suit. The Indian firm had 
also' a decree against the foreign firm. While the Exchange bank was 
willing to help the foreign firm to get payment for the goods vhich the 
Indian firm was not bound to take, the same bank was found unwilling to 
help the Indian firm to get satisfaction for its decree against the foreign 
firm although the agent of the foreign firm came to India and the b.ank 
could have helped the Indian firm by helpful intervention. Have you 
anything to say in regard to this attitude of the Exchange banks?—^My 
opinion is that in the absence of full details of this case it would hardly 
be possible to pass an opinion. We should be surprised if a bank took sides 
against any one party. 

3307. Then your point would be that the Committee, if it wanted to 
do so, might refer the matter to the Yokohama Bank, giving them full 
details and find out from them the other side of the case?—^Yes. 

3308. It has been suggested that some of the foreign Exchange banks 
exercise a good deal of pressure on merchants to carry their insurance risk 
with non-Indian firms and that policies of Indian insurance companies 
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aya ar^cepted by them only up to certain limits and that even in the latter 
case the insurance companies have to furnish security. It is pointed out 
that a similar prejudice against the Indian insurance companies existed in 
the beginning even on the part of the Imperial Bank of India, but that 
latterly they have been persuaded to accept without limit policies of Indian 
insurance companies which have agreed to allow the Imperial Bank to 
have access to their books at any time and to supply all the information 
required. Would you kindly explain to the Committee what your practice 
is in regard to this matter and whether you will have any objection to 
the policy adopted now by the Imperial Bank being adopted by the 
Exchange banks?—^It appears to us rather an extraordinary suggestion 
that insurance companies should .allow banks to have access to their books 
in order to satisfy them as regards the position of the companies This 
question of insurance has always been a very difficult one with the banks. 
I am sure there is no actual prejudice at all in the minds of Exchange 
banks against Indian insurance companies, but it must be remembered, 
I think, that when the banks insure, the agencies of the old companies 
that have been always insured with are closely identified with the banks. 
In many cases the agents are very old and good constituents of the bank 
and it takes a great deal for even another English insurance companv with 
the same influence to get any fresh insurance from the,banks. That is 
really my experience and I do not think it is likely that the banks would 
come to the point of taking permission to examine the books of an insur¬ 
ance company with the idea of insuring with it. If the insurance ccmpany 
can satisfy the banks that its position is sound. I think that the banks 
would be perfectly willing to take policies. So far as accepting policies of 
insurance companies is concerned, I think the final decision must always 
lie with our head office on the information they get from the insurance 
companies. There is no prejudice whatsoever. 

Mr. Lamond: Regarding the examination of insurance companies 
books, it is done only when a bank decides to take a certain company’s 
policy. Apart from the position of the company, the bank would want to 
satisfy itself about the company reinsuring its risk?—That of course is 
not a thing which would be constantly occurring as would be the case with 
insurance companies brought up in connection with export. There is no 
prejudice; it is merely a matter of satisfying the bank about the position 
of the insurance company. 

8309. Chairman: It has been said that there is no prejudice and that it 
is really a question of the standing of the insurance company. In this 
connection it has been suggested that Associated Exchange banks should 
lay down standards which insurance companies should conform to for 
obtaining credit of the Exchange banks and that the Exchange Banks 
Association should thereafter publish a list of Indian and non-Indian insur¬ 
ance companies whose policies would be accepted by all Exchange banks. 
What would you say in regard to that suggestion?—I should say that the 
suggestion, if it was put before the Exchange banks, would receive every 
consideration, but I am not in a position to say whether it could be done, 
bec.ause the question of what company a bank is going to accept is really 
one for each bank to decide for itself. 

3310. Supposing Government stepped in and said "we have examined 
the accounts of these various firms and we consider that these particular 
companies have obtained a certain standard of safety and therefore they 
are concerns with which all banks in India ought to insure’’?—Goverpment 



could hardly interfere without in some way giving a guarantee that their 
•xamination and inspection is satisfactory. It must surely be left to the 
public tc decide that question. 

3311. I was talking of an outside authority; but let us assume that the 
Chambers of Commerce, British and Indian, formed themselves into this 
outside authority, what would you say to the possibility of such an arrange¬ 
ment ?—It seems to me that it would be very difficult to refer to a particular 
number of insurance companies. 

3312. A specific case was given to us. It was that Messrs. Currimbhoy 
and Sons, one of the leading importers in Bombay, used to insure theiV 
exporrs with the Vulcan Insurance Company. The Lloyds Bank with 
whom the firm had dealings said that they would place a limit of Bs. 4 
lakhs as the maximum amount which could be insured with the Vulcan 
Insurance Company?—It seems to me that the limit of Es. 4 lakhs is 
quite a generous one, if it is limit for one particular firm’s insurance with 
that company. One could not agree to ad libitum insurance policies from 
any one firm. You will have to take from 10 or 20 firms. (Mr. Ingram: 

I have further information which I would like to furnish in camera). 

3313. You would like then to go into the matter in camera ?—^Yos, 
the matter is confidential so far as I am concerned. 

3314. Sir Purahotamdae Thakurdaa: You very frankly told us the 
difficulty of the Exchange banks regarding insurance with Indian insurance 
comjianies and stated that you find it difficult to go past the older companies. 
It is f, difficulty which I fully realize. At the same time one has to 
realise the natural aspiration of the Indian people for insurance companies 
to be built up in this land. Is it not a verjt natural and justifiable 
aspiration?—That is so. 

3315. How do you reconcile that with the difficulty of the Exchange 
banks?—1 was talking of goods which the Exchange banks themselves 
have to insure in this country, e.g., their premises and stocks, but actually 
in my experience most of the stocks are insured by the merchants them- 
selvi’g and very largely in Indian companies. 

3316. We are thinking more of what belongs to the client, not what 
belongs to the bank?—What belongs to the client is very largely insured 
by the client and not by the bank. 

3317. The difficulty is about what belongs to the firm and what the 
firm has sold on their credit. Some Exchange banks say that they would 
not accept the insurance policy of such and such Indian company. In it 
not a real difficulty?—We thoroughly appreciate that, but at the same time 
we cannot really say today that there can be any binding on the part of 
any bank to accept a particular company. We are thoroughly sympathetic 
in every way, but to bind ourselves and agree that any authority should 
be able to say that 10 companies are good and that_ every bank would 
have to accept the policies of these companies without knowing in the 
slighesl degree the position of these companies would be a serious thing. 

8318. Do you not see that 4ihe foreign exchange business is today re¬ 
stricted to the members of your Association for all practical purposes, or 
if I may use an expression which has been repeated by other witnesses. 
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that the finaacing of the import and export business is the monopoly of 
the Exchange banks?—^Yes. 

8319. Your members take up the attitude that they will follow an 
ultra-conservative policy regarding insurance companies and their seleo- 
tifin, and you would really have a clash between your membere and the 
Indian commercial community?—^May I make it clear that when I made 
th.at remark about our having been closely connected with the older com¬ 
panies, it was made entirely without connecting it with the export trade. 

I did not mean that at all. So far as actual choosing of insurance companies 
is concerned, the propositions are put up before banks. 

3320. I have a file here containing correspondence between Indian 
insurance companies and Exchange banks which is not very encouraging 
and if I had the time, I would read out to you certain papers which would 
show that not a very sympathetic or reasonable attitude has been taken 
by some banka for reasons which we need not go into. I put it to you 
that if my firm ship goods worth £10,000 and sell the bill to you. it is not 
for you, who buy my bills on the goods and on my credit, to dictate to me 
what company I am to insure in. There may be vague prejudices regarding 
Bi.ime insurance companies not being so very sound and others being quite 
sound, but during the last ten years there has not been a single Indian 
insurance company which has let down its customers. Y’ou, I am afraid, 
create a good deal of antagonism among the Indian commercial public by 
raising this question regarding insurance. You are quite right when you 
say that you cannot agree to somebody else deciding for you, but what 
the Indian commercial community feel is that you have the monopoly 
of the export and import trade and you should not enjoy the right of saying 
that you shall not insure with Indian insurance companies. A solution 
has to be found for this and one of the suggestions is what the Chaiilman 
put to you, namely that two representatives of your Association and two 
representatives of the commercial community or as many as you like, sit 
down and decide as to what shall be the standard which would be good 
enough for you to accept?—We think it would be quite a good suggestion. 

3321. Mr. Manu Suhedar: You said that banks were in close associa¬ 
tion for many years with certain well established insurance companies and 
it was but natural that they should go to these concerns. I would give 
you an instance where an insurance cdmpany established, not in England, 
but in Java, came here and got absolutely full freedom with the exchange 
banks; and another insurance company established in Calcutta, but under 
European auspices, got full facilities which Indian insurance companies of 
first class standing do not get. Would you call that prejudice or anything 
else?—We cannot admit prejudice, but it may be that we have not gone 
sufficiently far into the standing of companies, because we have not been 
sufficiently pressed to do so. There are no hard and fast standards to our 
knowledge, and there is no prejudice because a company happens to be 
Indian. 

3322. Chairman,: Your point is that there was no deliberate prejudice 
in the cases referred to, but owing to misunderstandings, or whatever it 
may be, things turned out so, that it appears that there was a prejudice?— 
My point is that we are a very conservative people and take a long lime 
to change our ways. If you press hard enough, we probably vrill. 

3323. We shall leave it at that. 
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8824. Mr. Manu Subedar: The prejudice has not broken down with 
regard to Indian companies. Have the policies of Indian insurance com¬ 
panies been accepted by Exchange banks without question?—Indian in¬ 
surance policies have been admitted. 

332.5. I know frequent instances where they have been rejected ?—^Pro¬ 
bably in a letter of credit issued which is in a fown which has existed tor 
50 or 60 years where it says that insurance must be effected with such and 
such insurance company. That existed before any Indian insurance com¬ 
pany came into being, and if there was any prejudice, it was directed 
against the insurance company of which we know very little. 

8326. Do you suggest then that the passing over of Indian companies 
was in some cases due to the wishes of Exchange banks?—It was due to 
the terms of a letter of credit which (might have been modified. In one 
instance when I was approached by an Indian shipper, I wrote Home saying 
that this letter of credit stipulated insurance with a particular company, 
but I would like to see it modified in favour of an Indian company about 
whose standing we were quite satisfied and by return 5f post, this was 
agreed to. 

3327. Chairman: It has been suggested by one important Chamber of 
Cottnmerce that the cost of management in banks could be reduced by 
Indianisation of the staff and the Chamber has also admitted that the 
reduction of the cost of management would be reflected in lower rates on 
loans given to their clients. Would you kindly tell the Committee whether 
you are taking any steps in this direction?—We have got no schemes, none 
so far as I know, similar to that of the Imperial Bank for Indianisation 
of the staff. Of course we are actually influenced by having a head oflBce 
in London, but we are sympathetic to the extent that we give the bc^t 
training to the boys on our staff, give them every encouragement, and we 
subscribe to the Institute of Bankers for the better education of the youth 
of the country. 

3328. Then it comes to this; you show them plenty of sympathy, but 
you do not give them any jobs?—We employ quite a number of them and 
we are watching the success of the Imperial .Bank scheme with a great 
amount of interest. 

3329. Do you not think that it would be in the interest of both the 
Exchange banks and of India if you followed at least to some extent the 
scheme started by the Imperial Bank and made a beginning in the saJma 
direction?—The Imperial Bank scheme is experimental. 

3330. The experiment has proceeded now long enough, so far .as I 
know. Do you not think it is time for your Association to tnake a move 
in that direction?—We are not the head ofBces of our banks. 

8331. You might think of putting the suggestion to your head oifioe 
in London that the time has come when Exchange banks in India might 
follow the path of the Imperial Bank and perhaps make a beginning in 
the same direction?—We are sympathetic as you know. The difficulty 
arises in this way: the youth who is employed in, say, the Chartered Bank, 
has to give an agreement to serve in any part of the world to which he is 
sent. We have men in our service who have never seen India. First a man 
would probably be in Borneo, secondly in the Dutch East Indies, thirdly 
in China and fourthly Yokahama. The point is that we should get men 
who would observe all the conditions of the service. 



S332. SuppogiQg you (Jo not observe the condition of liability of 
transfer from India, would that really operate to the detriment of f.he 
bank? So far as I am aware, a large number of employees of these 
Exchange banks have spent the whole of their service in India?—I do not 
think^ so. Some have put in a considerable number of years. The vvhole 
principle of the education of the youth in service is to give them such 
experience. 

3333. That, you say, is a consideration which operates against your 
following the footsteps of the Imperial Bank?—I do not say that, but 
it might be an obstacle in the way of enlistment; we might not get the 
boys willing to serve in any country other than India. 

3334. But no attempt has been made so far?—No. 

3335. Sir Purshotamdaa Thalcurdaa: Why do you take it that you will 
not get boys?—We do not take it. I know from Imy own experience that 
there is an Indian boy serving in one of the Exchange banks in London, 
at the moment undergoing training. 

3336. Therefore you have not even tried or enquired whether you could 
get young lads who would go to these far off places?—There is no scheme, 

3337. But you have not made any effort?—As I said, we have one boy 
in the service of the Chartered Bank. 

3338. Is not one rather too small after 75 years’ existence?'—We have 
to make a beginning with one. 

3339. When will the time come when you will have a hundred Indian 
boys?—With the increased facilities that education gives, it should be 
possible, 

3340. Mr. Rushforth: Mr. Cook, I do not know if you are aware 
of the fact that in Calcutta an attempt has been made by an Exchange 
bank to keep down the European staff and employ more Indians in higher 
posts. I am not making this statement on behalf of the bank but I thought 
it would be of interest to the committee. 

3341. Chairman: It has been brought to the notice of this committee 
that the Board of Trade in England have certain regulations which provide 
for the appointment of a certain percentage of Britishers in non-British 
Companies established and operating in Britain. Are you aware of rhese 
regulations and would you kindly tell the committee how you would view 
a provision of this sort in regard to the staff of the foreign banks operating 
in India?—That particular item refers to the Board of Trade regulations 
existing at Home and was brought into force to do away with unemploy¬ 
ment. That provides for employment to a certain number of Britishers. 
I do not know what is the percentage; but certain percentage they take 
from London and the others from Germany cr whatever country they 
come from. The clerks are chosen even from boys and sweepers on the 
roads in London. But the executive is not interfered with. 

3342. Dr. Hyder: What is the practice of Australian banks operating 
in London?—They would employ British labour to a great extent, because 
that would save the cost of importing labour from Australia. There is no 
comparison between that and continental firms. There is an enormous 
distinction between continental firms from Gertnany and France and the- 
firm from Australia. 
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8343. I have received certain suggestions from various quarters whose 
object 3S to improve to India’s advantage the present arrangements for 
financing India’s foreign trade and I should like to have your views on 
them. I shall first deal with the export trade. Aim I right in assuming 
that when an exporter in India sells to a foreign buyer, the foreign buyer 
is required to open a credit with his bank, that the Indian shipper draws 
a draft on the foreign buyer’s bank and that this draft is generally a three 
months’ sight D. A. draft which falls due for payment three months after 
the draft is presented to and accepted by the foreign buyers’ bank though 
the documents or goods are realised as soon as the draft in question is 
accepted by the foreign buyer’s bank?—^Yes. 

3344. Am I correct in assuming that these bills are drawn in sterling 
and purchased by the Exchange banks in India at their buying rate for 
three months’ sight biUs?—^Yes. 

3345. Speaking broadly this buying rate of banks allows for interest 
for the period of transit of the bill frdm India to London and for the period 
of usance mentioned in the draft namely three months. Is it so?—^Yes. 

3346. Am I correct in assuming that the Indian exporter is supposed 
to get the value of his produce only after the period of three months 'plus 
the transit period of the bill and if he wants to get the value immediately 
after shipiment, he has to pay interest for this pciriod?—^Yes. 

3847. Now, you know in America the arrangements for financing their 
export trade was somewhat similar, but that after the establishment of the 
Federal Keserve system the use of dollar export letter of credit was deve¬ 
loped. Would it be possible and advantageous for a buyer to open a rupee 
credit and payment for the produce exported made by a rupee bill?—^Do 
you suggest that a buyer will open a rupee credit and thereafter will make 
payment for the produce exported? Whatever it may be, it would not 
make the slightest diSerence. 

3348. Can you tell me whether that would operate to increase India’s 
export trade?—No, as I have said, whether you draw in rupee or in any 
other currency, it makes no difference. 

3349. Coming to the question of the import trade, am I correct in 
assuiming that when the Indian importer imports foreign merchandise, he 
has to open a credit in favour of the foreign exporter with one of the 
Exchange banks here?—^Yes. 

3350. Am I correct in assuming that though credit is opened by 
Exchange banks in India in favour of the foreign exporter, as a matter of 
practice the foreign exporter draws a draft only on the Indian importer and 
not on the Exchange banks?—That is so. In regard to the previous -.lues- 
tion I may correct my reply by saying that the bulk of the import trade 
is done without credit. 

3351. Can you tell me what this practice is due to and why Exchange 
banks do not allow foreign exporters to draw on thelm instead of on the 
Indian importer?—It is not customary to do so. The number of bills for 
the import trade is very large and they are for very small sums. 

3352. I take it that these bills are generally drawn in sterling. Is it 
not?—^Yes. 

3353. Am I correct in assuming that these bills are payable oy the 
Indian iknporter with interest from the date of the bills to the approximate 
dates of arrival of the proceeds of the bills in London?—^Yes. 
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8354. I suppose that the interest clause arises ?roin the fact that the 
IBzchange banks in London pay these foreign exporters in sterling as soon 
ac the shipping documents are handed over to them and they have to 
reunburse themselves for the cost of the money for the period from the 
date on which they part with it in London to the date on which they are 
■able to get it back in London. Is it not?—Yes. 

3355. Whatever may be the reason for this charging of interest, does 
it not lead to this difference between the position of the Indian exporter 
and that of the foreign exporter that while the Indian exporter bears 
the interest charges in the case of Indian exports, as shown just now, the 
foreign exporter is paid immediately the shipping documents are ready and 
passes on the interest charges to the Indian importer?—No, I do not think 
so. It is a question between buyer and seller. 

3356. Sir Purshotamdas Thalcurdas: It is paid from the Indians’ 
pocket; whether it comes from the buyer’s pocket or not is not the question. 

3357. Chairman: I do not think there is any doubt in regard to interest. 
I was of course not referring to its incidence. As regards the latter point, 
my next question makes it clear. May I take it that this difference is 
adjusted in the price which the foreign exporter and the Indian exporter 
charge the Indian buyer and the foreign buyer respectively?—I do not 
know exactly but that is my view. 

3358. Supposing an Indian importer also insists that the foreign exporter 
should draw on him rupee bills just as the Indian exporter draws sterling 
bills on the foreign importer, would the Exchange banks have any objec¬ 
tion?—In sterling bills the banks are able to get better margin whereas 
in rupee bills they are not. Besides, the exchange rate will be fixed in 
London. If the bills will come in rupee, then there is no question of 
exchange at all. 

3359. It has been suggested that the introduction of such rupee bills 
would create a discount market in India which would be useful for short¬ 
term investment by banks in India, including the Reserve Bank. May 
I have your views on this suggestion?—The bulk of the bills that are 
coming out here are fairly small and the acceptances are also small, so 
the.re is not great chance of creating a discount market. 

3360. I understand that when the foreign exporter draws a draft on the 
Indian importer, say, for £5,000 and the draft is held by an Exchange 
bank in India for collection, the Indian importer has to pay that bank in 
rupees at that bank’s rate for demand drafts and that the Indian importer 
is not allowed to pay it either by demand draft of another Exchange bank 
or by his own cheque on London on his agent. Would you kindly tell the 
committee the reasons for Exchange banks not allowing payment in the 
two alternative ways mentioned by me?—So far as Calcutta ie concerned, 
an importer can have a T. T. and no charge by the bank is included for 
the T. T. In Bombay they do B. C. business on a demand basis and there¬ 
fore this trouble arises. In Calcutta it does not arise. 

3861. Sir Purshotamdas Thahurdas: What about Madras?—I have no 
information about Madras. But we do not accept demand draft in 
Calcutta. In Bombay the banks may not accejit drafts of other banks. 
The reason is that there is much jobbing in exchange. 

8362. Supposing some body says that he can give the bank £5,000 in 
London, I understand the bank does not accept. Why is it so?—I do not 
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Jmow why they should not accept. There is no reason why the bank 
should refuse to accept. 

3363. This is an actual case I know of?—But I do not consider it 
reasonable to do so. 

3364. In this particular case it was necessary for the man to get out 
his money from London to India and again to remit it from here. Do you* 
think that the Exchange Banks’ Association will go so far as to make it a 
rule that the banks would be bound to accept such a transaction?—^I am 
afraid there is nothing which we can do in the matter. Each bank may 
have their perscHial view. 

3365. There is no appeal over these banks’ decision. Whatever the 
manager says is a law. Is it not?—We would have however discussed the 
question in our Association, if it was put before us. It would have been- 
a very interesting question for discussion. 

3366. Therefore I take it from you that your view is that the mani 
is entitled to undertake to pay the amount in London. Is it not?—^Yes. 
They have no right to refuse it. 

3367. Do you know of any other country in the world where its own? 
nationals pay interest on both imports and exports?—That is the general 
practice with regard to all countries in the Far East, such as, Japan, Java, 
China and other places. 

3368. Seth Haji Abdoola Haroon- From my own experience of trade 
with foreign countries I find that it is more profitable to draw out bills in' 
sterling rather than rupee. 

8369. Chairman,: It has been brought to my notice that the Indian 
importer has got a minor grievance that when a draft on him comes 
through an Exchange bank, he merely gets a chit advising him that the 
draft has come and that he has himself to go to the bank and examine the- 
documents. I understand that the custom in western countries is for 
the bank to post such documents to the drawee. Have you got anything 
to say in regard to the practice in India and whether the convenience of 
the importer cannot be taken into account as in western countries?—^I oan? 
say that it is quite impracticable to send out our drafts for acceptance as 
at home owing to enormous amount of difBculties. People at home are 
quite alive to such things and every firm has got a responsible clerk who 
attends to such things readily. But here in this country what we find 
is that when we send round the small bills with documents attached for- 
acceptance, we find the party only after 6 or 6 visits. 

3370. Sir Purshotamdag Thakurdas: One may reconcile one’s self to 
your statement with regard to petty Indian merchants and dealers. Bub 
would that apply to big merchants for example, in Clive Street, Cal¬ 
cutta, or the Fort, Bombay?—With regard to bigger dealers, the question 
is not the same, but the general practice is not to send out these bills. 

3371. May I take it then that the Exchange banks would have no objec¬ 
tion to send the bills to the big Indian dealers, as those referred to above, 
to their respective business places?— V/e won’t have any objection whatso¬ 
ever, Of course, the difficulty would be how to draw the line of demarca¬ 
tion as to whom this distinction should be shown. 

3372. The whole point is that there should be no racial discrimination: 
in regard to this matter. I am told that you send out bills to your 
Euro^an customers while your Indian customers, however high they may 
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be placed in business status, do not get the same advantage but are asked 
to go to the banks for their bills. Is that so?—If that is so, I should ^hink 
that the European firms that are being treated as such might have asked 
for the privilege^ and as for others, they might not have asked for the 
concession at all. That might be the only difference. There is no question 
of racial feeling at all in this. If such things are brought to the notice 
of the Exchange banks, they would be remedied. 

3373. Chairman ; In connection with these import and export bills, 
would you kindly tell the Comlnittee whether the Exchange banks have 
taken advantage of the quicker communications by Air Mail and whether 
the saving of interest charges for a week or so rendered possible by the 
quicker communications has been passed on to the trading community?— 
In the first place, we have not yet really recognised the Air Mail. Rut 
after all there is not much difference. It is only a question of a few days 
so far as places like Calcutta are concerned, although it might be slightly 
advantageous for ports like Karachi where the Air Mail comes in first. 
What we really mean to say is that the difference in the number of days 
and the interest thereon is not a big enough margin to warrant recognising 
the Air Mail. 

3374. Arising out of my several questions and your answers thereto, 
an impression has gained in (my mind that perhaps there is not sufficient 
co-ordination between the Exchange banks and their customers. Is it not 
possible to have some arrangement by which the Chambers of Commerce, 
both European and Indian, could bring before you their actual grievances 
and their suggestions and then your Association could arrive at a decision 
in consultation with these bodies?—We have absolutely no objection. 
That is a very good idea, so far as we are concerned. Our ccxmplaiut is 
that the allegations that are now laid at our door have not been brought 
to our notice at all till now. All these questions could have very easily 
been solved. 

3375. Sir Purshotanidas Thakurdas: When the Exchange banks 
changed their working hours in Bombay, a representation was made to 
them by Indian merchants not to change their working hours. The com¬ 
plaint of the latter is that they were not even shewn the courtesy of having 
a discussion across the table. I mention this to you because this subject 
was pointedly brought to the notice of the Exchange banks, for after all, 
they are your own custotmers and they ask for slightly better facilities, 
that is all?—We are always quite willing to consider all suggestions. 

3376. Chairman: For, my part, I wdsh that the deliberations of this 
Committee would result in the establishment of better relations between 
the Exchange banks and their Indian customers?—Thank you. We also 
wish for the same. 
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Oral examination of Messrs. G. Cook and A. R. Ingram, representatives 

of the Exchange Banks’ Association wag continued. 

3377. Mr. Khaitan : In answer to Question 1, you have said in your 
statement that fixed capital expenditure and block should in 
all cases be supplied by public or private subscription of shares or 
debentures in the undertaking. Do you know of any organisation in 
Calcutta upon which industries could rely for the flotation of debentures?— 
I can not say; I had not thought of that. But I think there will be no 
diflSculty in getting the public to take up debentures in any concern that 
appears to be sound. 

3378. Poes your experience extend to the middle-sized industries such 
as oil mills? There are quite a good number of them in Bengal?—I have 
no information in regard to that. 

Even in the case of big industries, I could give you the instance of 
a jute mill under Indian management which originally could not float 
debentures in Calcutta and had to go to Bombay and there paid ns much 
as 11 per cent.—It may be so; I have no information. 

8379. In your next answer (in the written memorandum) you say, 
“Confining our attention to Jute, the principal industry of this province, 
we think that, everything considered, the movement of crop is in the 
first instance satisfactorily financed by the indigenous bankers in the 
districts’’. By ‘satisfactorily’ do you mean to say that somehow or other 
they are able to get the finance or whether they get finance at proper 
rates of interest from indigenous bankers.—^Following on the remark 
that I made there, we also said “These bankers or shroffs fill a position 
in the districts which can never be so satisfactorily filled by established 
banks’’. That really answers your question. 

3380. Do they get finance at proper rates of interests?—^Yes, so far as 
we know. 



3381. If the Indian experience is the other way about, you would not- 
be able to contradict it ?—No. 

3M2. In answer to Question 4, you have stated, “We do not tbinTr that 
any industries floated pn sound lines and showing reasonable promise ot 
success have been unable to obtain the financial assistance necessary.” 
What kind of industries are you thinking of?—We had no special indus¬ 
tries in view; we were only thinking of any industries that could show 
a reasonable promise of success. 

3383. On page 121 on their report the Bengal Committee have given 
a list of middle-sized industries, such as rice mills, flour mills, grinding 
wheat, and bricks, etc., and if you refer to the next page, paragraph 217, 
they say, “We are satisfied from the evidence that on account of the 
absence of suitable financing agencies, industrial concema in Bengal are 
not flourishing.” Are you in a position to contradict that?—No, I am 
not; as a matter of fact we are not much in touch with these industries. 

8884. Therefore, in view of that you would not quite stick to our 
next statement, namely, “banks as they exist at present are capable 
of supplying the finance required by industries.”—Our reply was written 
with the knowledge that we have of what has happened in companies 
that we come in contact with. 

3385. Nor are you very closely connected with the Indian tea-planters; 

I am not referring to tea gardens under European management?—No. 

3386. I will read out to you a statement furnished by the Indian Tea- 
Planters’ Association:—“There is a strong rumour prevdent in Jalpaiguri 
and also in Calcutta circles that there has been a sort of understanding 
amongst Calcutta banks that none of them would finance or in any way 
help any mofussil bank or loan office who might have taken up financing 
of any Indian tea concerns or are helping with finances for expansion of 
business of other sorts of Indian concerns.”—^My reply is that I have 
never heard of it. There is absolutely no foundation whatsoever in 
what you have said regarding the combination of banks, etc. In fact I 
was so taken aback by the passage you read that I did not catch properly 
the tail-end of the statement. 

8387. The statement simply means that tea-gardens under Indian 
management do not get financial assistance.—-I am not in a position to 
answer that. I do not remember having ever been asked by any tea- 
planter or having had any practical proposition put before me. I cannot 
speak on behalf of other banks. 

3388. You said yesterday (I am now talking of the import trade)* 
that after the arrival of goods in India considerable assistance was given 
to importers by the exchange banks in the way of deliveries against 
acceptance; you mentioned trust receipts. Would you please tell the 
Committee whether deliveries are made against acceptance to Indian 
firms?—^Yes. 

3389. Could you give us some idea of the number of Indian firms 
to whom such facilities are given?—^I have no statistics before me. But 
for myself I should say that of the ordinary piece-goods firms, probably 
60 per cent, get such facilities. 

8890. We heard from you yesterday that in regard to imports the rate 
of interest is generally charged at a round rate of 6 per cent. ?—I said that- 
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it would probably be at or around 6 per cent.; that is to say, it has practi¬ 
cally become uniform. 

33‘>]. Supj'uPing a buyer buys on terms which include interest and it 
he wanted to retire the bill before maturity, what rebate would you allow? 
—That would depend on the call money rate. 

3392. What would be the average rate?—At present I think it is i per 
cent.; but probably it has never been more than 2^ to per cent, below 
the call rate if the call rate were higher. 

3393. There is a complaint from Indian exchange brokers—^I do not 
know how far it is justified—that exchange banks, in case of bills, do 
not quote the same rates to them as to European brokers. Is there any 
truth in that ?—I think there is no truth in it. Eut excuse my sayuag 
that you know that from your own experience. 

But the complaint is not from big brokers; it is from small brokers 
who do not call on us?—Possibly, the small broker is not quoted the 
same rate as the man who brings a bill for say, £5,000. Thera is no 
difference made on account of the broker but on the class of the bill, 
if at all there is a difference. 

3394. Do you know that some European exporting firms do some 
business in countries other than England under terms that they would 
draw D. P. sight bills on the buyer in the foreign countries?—No, I do 
not. Practically the whole of the exporting business which is done in 
foreign countries, is according to my knowledge done under letters of credit. 

8395. Do exchange banks discount those bills?—They do. 

3396. Would you please tell the Committee your idea about the re¬ 
sources of a party whom you would describe as ‘Undoubted’?—I can give 
■no figures. 

3397. What would be your standard?—^The character of the party, hia 
reputation, his resources, his integrity. 

3398. In your experience of bank references, have you noticed any 
difference in the standards which the banks in other countries employ 
and those employed in India?—^No. 

3399. If the exchange banks in India have set up a higher standard 
in India, do you think that is with a view to protecting the interests of 
the banking concerns?—I do not think that they have set up any higher 
standard. I think that in both places the banks would try and give a 
report which they consider the fairest from the point of view" of the 
person about whom they are reporting and the person to whom they are 
reporting. 

3400. Seth Haji Abdulla Harocn'. What are your rules about the open¬ 
ing of credits for imports to foreign countries?—We have no definite rules, 

3401. How much percentage do you keep .as a margin?—There is no 
rule about that at all. It all depends on the nature of the commodity, 
the place it is shipped from and the position of the client. 

8402. What is the percentage for piece-goods and sugar?—To my know¬ 
ledge there is no credit opened for piece-goods. I have no experience in 
sugar. (Mr. Ingram) My experience is that the exporter is authorised 

Von. Ill 
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to draw 90 per cent, of the invoice value; sometimes it is 100 per eens. 
But no responsibility is accepted for molasses because of the fear of 
leakage. 

3403. Are you charging any commission for the opening of credits?— 

I am afraid I am not able to answer that. A commission is usually 
charged only for opening confirmed credit. 

3404. Mr. Ramdas Pantvlu: Supposing a man gives security, the 
money-lender or the indigenous banker looks to the security anfi to his 
interest and gives whatever the agriculturist wants, whether it is for 
productive purpose or not. He knows that ultimately there is enough 
security. If the agriculturist can be put on a system of controlled credit 
which prevents as far as possible utilisation of the money for unproductive 
purposes, would you prefer such a system to the money-lending system?— 
I should say it would be a good idea if it is workable. 

3405. It is workable just like the industrial banks.—I should surely bo 
in favour of it, but where would you find the men to lend money ? 

3406. Have you had any experience of the working of co-operative 
banks?—No. 

3407. If these banka can be made to take the place of the indigenous 
banker or the money-lender and made to run on business lines so as 
to finance the agriculturist on a rational basis, would you prefer it?—The 
co-operative system would be a means of arriving at the system of control 
which you have mentioned, but we know nothing about it. 

3408. Supposing in a particular village, there is a particular money¬ 
lender who lends at 18 per cent, and supposing there is a good co-operative 
society well organized and run on business lines which lends at 9 per 
cent., do you think the banks would be justified in giving accommodation 
to the indigenous money-lendcu and encouraging him to carry on his 
trade?—I do not think any control need be put on the banks, because 
supposing the money-lender was a perfectly respectable person, why should 
the bank refuse to lend him money? 

3409. But supposing there is a good co-operative bank financing agri¬ 
culturists on these lines, would you put your agent or a branch there to 
finance the agriculturists?—Banks can only be opened in places where 
there is a chance of making good profit. You can only work it so long as 
it is going to pay and for this reason it is difficult to say what might 
happen. 

3410. If a system has proved injurious, would we not be justified irr 
substituting for it a better system?—Undoubtedly, if some other system 
could be devised for financing the poor man. 

3411. Therefore, if in any particular area the indigenous banker or 
money-lender has proved a source of danger to the agriculturist, any 
attempt made to displace him by the co-operative agency would be justi¬ 
fied?—It is very difficult to provide by law that a man need not do this 
nr that with his money. 

3"! 12. Bv the natural development of co-operative banks, if the money¬ 
lender is wiped out_ you will not feel sorry for him?—In all probability he 
will have to come down in his rate of interest. 
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3413. Ig the Bysteiii by which th© crops of the agriculturists are now 
marketed Satisfactory?—I can express do opinion, w» have no actual 
knowledge of it. 

3414. Do you think the agriculturist gets a fair return for his products 
when he markets them in the way he does at present?—My own impres¬ 
sion from what one heftfs and reads ie that he does not. 

3415. Do you think that any organisation is necessary for better 
marketing?—The best thing is to try and get some organization to teach 
him thrift. After all they throw away much of their money on ornaments, 
etc. 

3416. Let us first get at the point of the agriculturist getting his fair 
return; how he spends it is a different matter. I am asking you whether 
in your opinion ;t is necessary to organise a better system or marketing in 
order to enable the agriculturist to get a proper price for his products?—I 
consider that the ryot gets a proper price for his product, that is to say 
that his product is sold At the proper price if he did not have to borrow 
to the extent he does. 

3417. I am trying to know whether the existence of numerous middle¬ 
men between the producer and the ultimate consumer has not a disastrous 
effect on the prices?—It must have. 

3418. Is the number of middlemen in India reasonable?—I can express 
no opinion. 

3419. I hope you have some knowledge about the number of middlemen 
actually employed?—I have no knowledge. 

34'20. Can you toll me how in Bengal the agriculturist’s produce passes 
to the ultimate consumer?—I have not had sufficient actual knowledge to 
give an opinion. 

3421. Do you think that as a result of the foreign export houses in 
India operating in the mofussil they have driven out the Indian middle¬ 
men from business?—! repUed to that question yesterday and I do not 
think I can say more than I did then. In my experience the Indians ate 
doing moi'o direct export business than they have done before. 

3422. Do you think there is any competition with regard to the prices 
that are offered to the villager on the spot?—I am not in a position to 
give a definite statement. 

3423. Mr, Devadhar: I think you said that you have no direct know¬ 
ledge of the working of co-operative institutions, and therefore I would 
only ask you questions about your views on the general principles that 
are followed in the working of these institutions. Would you kindly tell 
us from your general knowledge someth'ng about the rates of interest that 
are charged in the villages to the smaller farmer?—I have no idea. 

3424. If I were to tel] you that the minhnum rate of interest varies 
between 24 to 371^ per cent, while co-operative institutions lend money 
at somelhnig like 12i to 15-3/8 per cent., do you not think that the institu¬ 
tions which lend money at the latter rate are rendering some kind of 
service to the poor farmer?—Undoubtedly. 

3425. The money-lender charges such a high rate of interest, because 
he wants to take an insurance against the risk involved in the business ?— 
T should say, yes. 

z 2 
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3426. If the co-operative institutions charges a smaller rate and is of 
help to him, probably the risk in co-operative work is smaller than the 
risk involved in the dealings which money-lenders have directly with an 
individual farmer.—The risk cannot be greater in any case if the security 
is the same. 

3427. Mr. Ranidas Pantulu: The co-operative society has got the joint 
unlimited liability of all its members.—^That means no loss danger of 
risk in the advance. 

3428. Mr. Devadhar: I can assure you that the constitution of a co¬ 
operative organisation secures all these factors so far as the security is 
concerned and that is why the risk involved is less. I hope that you as 
one interested in the economic welfare or advancement of the nation would, 
if such institutions are run on sound business lines, be in favour of co¬ 
operative societies?—Yea. 

3429. I am asking this question because there is a certain impression 
abroad that the commercial (jommunity as a class is not much in favour 
of the development of co-operative institutions?—-I think the commercial 
community look for the development of co-operative system as being the 
one thing moat likely to help the country. 

3430. I think that would also secure the object which is voiced by the 
general cry that there is lacking in the country as a whole a good systematic 
network of financing agencies.—That is so. 

3431. Would not the co-operative agency be a more suitable agency to 
urge the smaller man in the rural parts to get finance for his agricultural 
industry and secure bettor prices for his products? Working in the 
interests dl the poor farmer we should see that he gets full price for the 
produce which he raises. At present on account of financial difficulty at 
-certain seasons he has to hurry up the sale of his own produce because 
he has no staying power. Supposing some staying power is created by 
ihe co-operative agency, which is another form of marketing, would you 
not be in favour of it?—Still there is the fact that he is not thrifty. 
The system should be to his benefit. 

3432. Do you think that this method of helping the small farmer 
would be strictly in consonance with the modern spirit, namely, the 
spirit of teaching people to manage their own affairs?—I have no know¬ 
ledge of how co-operative societies are run. 

3433. You can take it from me that they are run on sound business 
lines. My question is whether such an organisation would be strictly in 
consonance with the modem spirit which requires people to manage then- 
own affairs.—Anything which is going ultimately to gain the point you 
have in view, i.e., to get the full price for the ryot, would be satisfactory. 

3484. And productive of useful results.—Yes. 

3435. With reference to your answer to question 4 regarding Begulntion 
of "Banking, you said that you would certainly be in favour of giving 
facilities for a well conducted institution of a co-operative type which 
would secure the fullest benefit to the farmer. Tf there were pood co¬ 
operative aeency to receive deposits and distribute funds amone the 
members of the institution, would it not he. bsrmful to allow a branch of 
either a joint stock bank or of the Imperial Bank to be started there? 
■Supposing in a small area which contains about 50 or 60 villages there 
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was a provincial co-operative bank or a district central co-operative bank 
carrying on work in the interests of the agriculturists who are members 
of such institutions and which was able to get deposits and attract money, 
would you allow any joint stock bank or Imperial Bank to open a branch 
there in competition?—I can not express an opinion whether any bank 
should be allowed to do so or not. 

3436. Do you not think that such an institution would be better able 
to teach the agriculturist the habit of thrift and it would be to his interest 
if some of us could carry on propaganda on such lines?—I think so. 

3437. Have vou heard of big co-operative trading firms in Denmark?— 
No. 


3438. As a matter of fact vast quantities of exceedingly fine butter are 
brought into London by steamers from Denmark. Have you any knowledge 
whether your Exchange banks in London give any special facilities to these 
co-operating transporting agencies in Denmark?—That business would 
probably be financed by banks in Denmark. 

3439. My question was, if in the beginning the development of such 
an institution required any special concessions, what would be the 
attitude of exchange bankers?—There could be no question of concessions. 
The merchant could not allow any concession or benefit to the shipper. 

3*140. Can I get some idea as to the rate of dividend paid by the ex¬ 
change banks as a rule?—They are all published. 

3441. But at present what is the rate?—It may be 5 per cent., 8 per 
cent., or 10 or 20 per cent. 

3442. Sometimes it might be 22 per cent? I do not grudge you the 
higher dividend which you are getting as a matter of good businesg done. 
When you have to deal with a concern like the co-operative organization 
which is not likely to be a competitor to you and if such an institution were 
to require some kind of concession, would you not give it as business 
people?—I am afraid wo cannot consider such questions at all. 

3443. In answer to question 13 regarding special concessions in respect of 
special banks, e.g., co-operative banks, you say you would not recommend 
any concession. I have given you some idea about the general working 
and the effect of co-operative institutions: if such institutions which 
are carrying on work in the interests of the po'jr farmer stood in need of 
some help from Government, do you think it is waste of tax-payers’ money 
as somebody put it?—I should say that if Government themselves were 
satisfied that the result was going to be to the benefit of the general public, 
they would be justified; otherwise, I could see nothing in it. 

3444. Even when such a numerous class as the agriculturist from whom 
the bulk of the revenue comes feel it necessary in the earlier stages to get 
some facilities?—Our reason for saying ‘no’ is that as a general principle 
we consider that it would be inadvisable to have interference by Govern¬ 
ment in any commercial concern that is going. 

3445. But though this is technically a business concern, we are not 
seeking for interference without any corresponding benefit?—If it is the 
considered opin’on of Government or of the Assembly or whoever it may 
be, then I think it could be done. 
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3446. Mr. Ramdaa Pantulu: Are you awaro that in many couetriea 
such as South Africa, Canada and Australia, the State gives large financial 
aid to the co-operative movement?—I have no information about co¬ 
operative business in any other country. 

3447. Mr. Dcvadhar: If you generally approve of such a policy being 
adopted by Government, would you advocate a similar policy being adopted 
or sympathetically examined in respect of co-operative institutions in the 
matter of fin,ance?—I can only say that I still consider that the less inter¬ 
ference there is by Government, the better off these institutions will be. 
These questions must be left entirely to the tax-payer or whoever it may be 
who decides it. 

3448. Mr. Devadhar: I am trying to see whether you are cf opinion 
that such a scheme would be in the interest of the public?—Certainly, it 
is in the interest of the public. 

3449. Similarly, there are other institutions with whom the Indians 
come in contact. I should say the Imperial Hunk. Supposing they expect 
some concession from the Imperial Hank, what have you to say?—What 
form of concession you mean? 

3450. I mean cash credit on the security of the agricultural paper?— 
I should feel it is an ordinary business transaction provided the bonk is 
satisfied that the investment is sound. The primary duty of the bank is to 
see that the investment is sound. 

3451. Do you therefore think that this is a enso for eonsidorution?—I 
cannot agree that it should be obligatory on certain institutions to advance 
moneys to any other institutions. 

3452. I do not say that there should be an obligation, but the bank 
should give a sort of concession. Is it not?—If it is in the interests of 
the institution, joint stock banks should try to encourage and develop the 
co-operavivc system. If they do so, the conditions of the ryot in general 
will be improved. Hut I do not suggest that it should be laid down in 
law that they are bound to assist them. 

No, we do not want law, but we want to build up a conven'ion 

Chairman: May I suggest to nty colleague (Mr. Devadhar) that Mr. 
Cook is not the proper person to whom he should put these questions. 
The business of the Imperial bank is quite different from the business of 
the exchange banks. After all, the Imperial Himk is at the time a State 
bank which holds free balances of Government. Much has been said on 
the question in the Provincial Committee’s reports and it would bo for the 
Committee to consider those questions. You shoidd put these questions 
to the representative of the. Imperial Hank. Mr. Cook is repressnt'ng the 
Exchange Banks and as he save Im knows practically nothing about the 
co-operative organization in India, it is not proper that ha should I a put 
these questions. 

Mr. Devadhar: I know it would not bo proper for mo to do so, but I 
was simplv trying to know the general opinion on the question. 

3453. Chairman: So far as Mr. Cook is concerned. I understand th d 
his opinion is that exchange banka would no*- consider ihat ibere wsa siiffV 
cient consideration for them to grant any concession. Is it not? Yes. 

Therefore, I think we should nut these nurst'ons to the Governor of the 
Imperial Bank when he is before the Committee as a witness. 
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Witness: I want to make it clear that whatever I have said on the 
■Hubject of the co-operative banks is not spoken on behalf of the Exchange 
Banks Association. It is my personal opinion. 

Chairman: Mr. Cook says that it is his personal view and not the view, 
of the Exchange Banks Association. 

S454. Mr. Hamdas Pantulu: Mr. Devadhar asked you a question whe¬ 
ther the Imperial Bank should not discount certain amount of the agricul¬ 
tural paper and your answer was that it depends on the nature of transac- 
taon. It is for the bank to decide. Supposing in other countries arrange¬ 
ments are made regarding discounting the agricultural paper and to ear¬ 
mark a proportion of resources of a bank for agricultural credit, would you 
agree that this kind of business should be helped by a State bank?—That 
is a matter which should be discussed when the State bank question comes 
up for discussion. I myself cannot express any opinion. 

3455. The Imperial Bank is having the benefit of free balances of Gov- 
ernmer't and hence it is partly a State bank. So, it ought to do this sort 
of business ?—1 express no opinion. 

3456. Mr. Rushforth: You said that you do not object to the creation 
of the industrial bank provided there are certain chances of success. Now, 
you know that there arc certain restrictions placed on the working of the 
Imperial Bank whereby they cannot help industrial concerns. Bo you 
think you will have any objection to the modification of this rule which 
prevents the Imperial Bank giving any assistance to the industrial con¬ 
cerns?—I do not think we should pass any opinion on this. 

3457. Dr. Hyder: You know that some of the banks advance moneys 
to the public for instance, the Chartered Bank and National Bank. Have 
you anv objection to the proposal that they should have in India local 
boards to give advice?—No. 

3458. I do not know whether due to prejudice or due to the ignorance 
on the part of the public, there was- a certain cloudy atmosphere and a sug¬ 
gestion was thrown to your head offices in London that in order to create 
a better atmosphere between the exchange banks and the public here in 
India there should bo local advisory committee.s. These committees have 
only to express their opinion. My view is that just as some of the exchange 
banks whose head offices are in the dominion have advisory committees 
in London there might be advisory committees in Bombay and the 
managers of the branches of exchange banks should consult the .advisory 
committees as regards granting loans, etc. ?—^Do you mean to say the head 
office should delegate authority to these committees? 

3459. No, I mean to say the exchange banks should consult these com¬ 
mittees. There are Australian banks, Can.adian banks having to do 
business with London and also India. So these banks should have local 
boards who will scrutinise matters. In view of the prejudice or ignorance 
some instances were brought to your notice yesterday and do you not think 
th.at it would be better if some people here were associated with such 
banks?—0\)r exnerience is that there was no trouble up to now for want 
of such local l)oa’’ds. But I mav point out th°re are three exchanga banks 
who have already .appointed local boards. 

3460. One of the function of these local boards would be to remove the 
prejudices that mav exist if they are brought to their notice. .What do 
you think ?—We think if there are any S’lch grievances they should he 
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brought to the notice of the Exchange Banks Association amd we are sure 
we shall remove those grievances as quickly as the local boards would do. 

3461. Now, you are operating in various countries. The accusation 
against the exchange banks is that they drain away funds which they obtain 
m Inflian money rnarki't and employ in other countries. Is it so?— 
As far as our experience goes, we find that the banks operating in India 
nave actually drawn moi-e money from London than they have sent- 
Money moves to any part of the world where it can best be employed. 

3462. Is it a fact that there is a service of free remittances in London? 
—No. 


3463. So far as I am aware there is a service of free remittances jn the 
United Kingdom. Is it so?—No, it is not correct. Besides it is not a 
practicable proposition for any one in London to cash a cheque free on 
any other part of the country. 

I am reading from a book entitled “The Imperial Banks—Bastcr. ■’ In 
it the author refers to a proposal of Mr. Goodenough and the proposal is 
supported by Prof. Eoxwell. The passage says, “He proposes to extend 
to the whole Empire the service of free remittance which the later develop¬ 
ment of our banking system has made so perfect with the United King¬ 
dom?”—He says that he proposes. 

3464. So, do you think that the exchange banks would accept this 
suggestion of having a fixed exchange and no fluctuation?—I cannot see 
how you are going to make the exchange fixed. If you fix a rate in 
London, in other parts of the world it would not be the same. 

It would ultimately have this effect that the rate of interest would be 
one and the same. Let me read to you further. He says: “The recent; 
amalgamations, giving English joint-stock banks control over institutions 
operating in all parts of the Empire, seem to have made this more practic¬ 
able. Fixed exchange would certainly strengthen and greatly facilitate 
trading relationships within the Empire and it would probably have the 
further not so obvious but none the less important effect of stimulating, 
etc. ” 

3465. So, will your association take up this matter and give us their 
opinion?—It is very unlikely for them to do so. If the Committee so 
desire, we shall ask our head ollices to express their opinion and send it on 
to you. 

3466. They should have fixed exchange in the Empire. At present it 
happens that in the case of South Africa and London the par is .fixed and 
there are very little variations?—^Yes, but what would be the effect of it? 

3467. The effect of that would be the equalisation of the rate jver the 
whole area?—So also the equalisation of supply and demand must come 
in. 


3468. If there is any rise in the rate, it is sure that somewhere nroney 
would flow; that is certain?—In this way you would stop money going 
round the same time. 

3469. Mr. Manu Subeclar: With regard to the scheme which, my friend 
Dr. Hyder told you, may I know that at present you charge for transfer 
of funds between various centres in India?—Yes. 
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3470. Even customers of the National Bank in Calcutta and Bombay 
have to pay. Is it not?—Yea. 

3471. Your association is a very old association foiTned some years ago. 
Is it not?—Yes. 

3472. Has it new members coming in?—Yes. 

3473. In the beginning they had British members?—Yes, it is natural 
because exchange banks were formed by them in the first instance. 

3474. They meet frequently and pass resolutons. Is it not?—-Yes. 

.3475. When the resolutions are agreed upon they must be carried out 

by members?—Yes. 

3476. I find that there are several rules which state what a member 
should do and should not do?—Yes. 

3477. These regulations are made in order that the members should 
not disorganise the market. Is it not?—Yes. 

I have noticed rules 2, 3, 4, 18 and 24?—Is i Calcutta copy of rules? 

3478. Yes, it is n copy of the rules in Calcutta. I want a copy cf the- 
Bombay rules also. Can you get it for mo, Mr. Ingram?—A new one is 
being published. 

3479. These rules lay down that no bank shall draw credit bills except 
at rates mentioned in the rules?—What rule are you referring to? 

3480. I am talking about the rule regarding the buying of bills?—There 
it is stated that certain minimum differences wore agreed to by the banks. 
That is meant for application whenever there is a fixed exchange. There- 
are certain differences and it is necessary for the bank to liave a margin 
between the buying and selling rates. 

3481. It is stated here ‘‘rates for sterling 1). A. Credit bills drawn on 
London.” These are fixed in London?—No, the rate is not fixed. 

3482. Hov.- is it arrived at?—The rate at which the bank will buy 
depends on com[)etit,ion. One rate mav be 1—5 ]5/16th the other may be- 
1—5 31/32nd but there will be a difference between buying and selling, 
rates. 

3483. It is mentioned “No bank shall buy such bills except at differ¬ 
ences, etc.”?—As I have said the banks have to keep a margin for covering 
these differences. 

3484. What I want to say is this that there are certain rules which 
the members of the association are expected to follow?—Yes. 

3485. Similarly you have in rule 18 the charges for commissi-on and in 
rule No. 24 you have laid down that demand drafts and T. T. of other banks- 
should be accepted for B. C’s.—Yes. 

3486. In answer to the question whether you have any remarks to make 
with regard to the exchange rates which are charged for the conversion of 
rupee into sterling or other foreign currencies, and vice versa, or for the 
remittance of funds to and fro, you say “competition sees to it that these 
never get out of hand”. I want to put it to you that the competition to 
which you refer is competition within the range allowed by the resolutions 
which are agreed to by all members of your Association?—The fact is that 
it has absolutely nothing to do with the rate of conversion of the rupee. 

3487. The rate for the day is fixed by a Committee of your Association, 
Is that so?—No rate is fixed like that. Our point is that there is sufficient 
eofnpetition. 
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3488. We are told that the ruling rate is so and so. What does that 
indicate?—That refers only to the general quotation given by banks. Only 
the B. C. rate is fixed by the. Association and nothing else. The banks are 
free entirely to quote any rate they like. 

3489. Mr. Bucldey: The iisual us.ance for export bills is 3 months’ 
Bight? —Yes. 

3490. There is no arrangement between banks iis to the rate at which 
they should buy 3 months’ sight bills?—No. 

3491. In other words, it is an every day occurrence in every export 
market of India that these 3 months’ sight bills are purchased at different 
rates. In fact those rates are absolutely governed by the competition in 
the market?—Yes. 

3492. When a merchant sells forw.ard bills, he sells them on a basis of 
3 months’ sight?—Yes. 

3493. Therefore, in order to facilit.ite business, in order that the 
merchants shall know when they m.ake a contract the rates at which they 
can deliver the bills, and in order that the broker may know what rates to 
put on those contracts, the banks from time to lime fix what is known as 
schedule differences?—Yes. 

3494. Mr. Mann Siibcdar: But the difference is fixed?—Yes. on the 
ruling rate. 

3495. There is no competition between the banks on this rate?—As I 
told you, this difference is fixed from time to time. 

3496. And the rule is that all members of your Association should abide 
by this difference?—Yes. 

3497. Now regarding the remittance bu.sincss. You admit that Ihe 
bank’s business is not primarily in interest dealings, but that it also makes 
some profit in the conversion of the rupee into sterling and »’icp versa on 
T. T. remittances?—Yes. 

3498. In regard to this remittance business, there h difference i.etween 
the buying and selling rate?—Yes. 

3499. This charge which a bank iri'akes to its constiiuents is the same 
in the case of all banks who are members of your Association?—No, it all 
varies. 

3500. A suggestion has been made that the exchange banks are having 
a monopoly in regard to these; remittance ch.argos and that their rates are 
not only arbitrary, but also high. AVha! have you to say on that?—T can¬ 
not understand in what way the exchange banks have a monopoly? 

3501. You say fliat there is free and op('U competition in this matter 
and that the rate is not fixed and that no two banks agree on it?—Yes, 
there is a good deal of competition, and the rate is not fixed. 

3502. Supposing there is an Indian joint stock bank who is willing to 
do exchange Imsinoss. Your Buie 24 will naturally operate against that 
bank? 

3502(a). Chairman: Kule 24 says that demand drafts and T. Ts. of other 
banks who are members of the Exchange Banks Association may be 
accepted in payment of B. Cs. Does it follow that the demand drafts and 
'Ik Ts. of banks who are not members of the Exchange Banks Association 
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will not be accepted in payment of B. Cs.?—They will not be accepted. 
That is the rule. 

3503. Mr. Lamond: This acceptance of drafts and T. Ts. of other banks 
is really a concession to the importers?—That is so. 

3504. 'Mr. Buckley: You said that the T. Ts. of joint stock banks and 
others who are not members of the Association will not be accepted in 
payment of B. Cs. Is it not open to an Indian joint stock bank doing 
exchange business and which wants to have its drafts accepted by the 
members of the Exchange Banks Association to apply for admiesioQ as a 
member of the Association?—Certainly, they can do so. At any time they 
are welcome. 

3505. Mr. Manu Suhedar: Are individual banks who are members of 
your Association, members of British Chambers of Commerce—Yes, 
mostly. 

3506. And they share the views of their own British Chambers of 
Commerce?—^That is a difficult question to answer. 

3507. Are any of the Exchange Banks members of the Indian Chambers 
•of Commerce?—No. 

3508. A complaint has been raised that the operations of the exchange 
banks in this country m'ar the progress of Indian joint stock banks, Indian 
insurance companies and other Indian undertakings. What have you to 
say in regard to this?—We do not think it is so. 

3509. The complaint of the Indian joint stock banks is that you attract 
the deposits from mofussil centres at cheaper rates and therefore they are 
unable to compete with you, because their borrowing rates are high and 
their lending rate should naturally bo higher than yours. What have you 
to say on this?—^You can take the reverse and the more natural view o? 
the matter, for wo are doing only’ legitimate business and we offer only a 
lower rate of interest on our deposits than what the joint stock banks offer. 

3510. May I take it that the operations of the Exchange banks in the 
interior are really intended to help the import and export trade direct with¬ 
out the provision of an intermediary ?—^Yes. 

3511. It will therefore help the parties better to have direct business 
relations with you in the matter of exports and imports from and to the 
interior?—Naturally. 

3512. With the result that the small intermediaries who are helping 
in the matter of iutornal trade as also +he Indian joint stock bank which 
helps them, suffer. Ts that not so?—That is really a hypothetical ques¬ 
tion. 

3513. The ultiinalo result of this will be that the exchange brnks will 
monopolise the internal trade as well and that the Indian joint stock banks 
will lose their right of financing internal trade In other words, the ex¬ 
porter and the importer in the interior will in future go to the exchange 
banks direct instc-ul of Im-iriir )•ecr^^Irao jo Indian 'oiT’f sfock' banks? — -If he 
does so, he does it for his own advantage. 

3514. It has also been suggested that the deposits which you receive 
from this country are used only for ‘he benefit of the people outside the 
country?—^We are very sorry to hear that. 

3515. Of course, the. true state of affairs will bo disclosed when you 
furnish us with detailed statements showing the deposits you have draws 
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from India from: Indiana and Europeans as well as details about the way^ 
you have made your finances?—^Well, we will then leave it at that. 

3516. The general feeling is that some kind of restrictions nhould be 
placed on the operations of the exchange banks, one of which is licensing 
their operations. In connection with this licence you said you will have 
to refer to the Head offices of your banks. I suppose when a licence is 
taken, you will have to take a general permission from your head office to- 
carry out the terms of the licence?—That will be a natural sequence. 

3517. Your Association has got some members who are not British?— 
Yes. 

3518. The other suggestion is that the licence by itself would not help 
Indian institutions and that therefore there should be a restriction placed 
on the exchange banks from accepting deposits in this country. You know 
such a provision exists on non-Nationals in foreign countries such <he 
United States of America. What arc your views on this?—If that is done, 
it would be depriving the Indian public of a safe method of disposing of 
their money. But I ask you, if 3 'ou impose such restrictions do you expect 
that these deposits would go to the Indian joint stock banks? Or v.'ould 
they go into hoards? 

3519. Some of them may be invested in Government securities, some 
may go into the Indian joint stock banks, some money m'ay go to finance 
industrial concerns, while some may bo invested in the Indian exchange 
banks that might come into being. But my point is, that if such restric¬ 
tions were placed on the exchange banks on their operations in this country 
with regard to their deposits, would they still prefer to opera'^e in this 
country?—The question is again hypothetical, but the view of the Associa¬ 
tion is that manv banks would cease to operate in this country under those, 
restrictions. 

3520. Then would you be willing to register yourselves in this country 
under the Indian Companies’ Act as any other Indian joint stock hank 
and do regular banking business as they do in this country wi'^hout any 
restrictions being placed on your deposits?—The Association would very 
probably consider the point when such a condition is imposed. 

3521. The Bombay Chamber of Commerce argued some days ago that 
(he method of regulating the bank rate was most unsatisfactory. You 
M’ould admit that, compared to other countries, the rantre of minimum and 
maximum is much higher in India than in other countries. Is that not 
so?—I have no information of other countries. Much must depend on 
the condition of trade or the balance of trade. (Mr. IiiErram.) In India, 
it usually varies from 7 to 5 while in England this year the variation was 
from 6 to 3. 

8522. Would it be desirable if the variation were reduced and the 
maximum which the rate reaches could be cut down?—It would facilitate 
trade and help the economic development of the country. 

3523. It has been susfgested that the liirh points to which the rate 
is pushed up is due to Government interference, and in this connection 
the Bombay Chamber stated that it ought to be free from Government 
interference. What would be the view of your Association? You have 
said on page 8 of your memorandum, “should be the -province of the 
Central Banking Authority—at present the Imperial Bank of India’’.—That 
is so. 
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3524. Should nobody elee interfere with it?—So fsir as possible, no. 

3525. And when the Reserve Bank is established, it should be done 
hy the Reserve Bank?—Yes. 

3526. Do you say that it should be regulated on the same basis as in 
•other countries with regard to monev conditions?—And also with regard 
to international conditions. 

3527. Sir Purshotamdas Thakurdas: The memorandum now before the 
<;ommittee was sent in by the Exchange Banks’ Association at Calcutta. 
There are exchange banks associations elsewhere in India too.—That is 
so. 

3528. One in Bombay, one in Madras, one in Karachi and one at 
Ranjjoon?—Yes. 

3529. So that there are tive exchange banks’ associations. Are they 
all detached and act on their own?—They are all detached and act inde¬ 
pendently. 

3530. Are the exchange banks which are members of the various asso¬ 
ciations common all through?—Yes. 

3531. And still there are five associations which are detached one 
from another?—Yes. 

3532. Therefore, it is quite pos.sible that vvhat may be in vogue in 
■Calcutta may not be in vogue in Madras?—^That is so. 

3583. The nature of business is common to all the five?—Yes. 

3534. Then what objection can there be to the application of common 
rules to all of them?—If you read through the rules of any of the local 
institutions, you will find that they are the same more or less; only they 
deal with local conditions. 

3535. Would one bo right in saying that the exchange banks’ associa¬ 
tions perpetuate the local conventions, one differing from another, instead 
-of bringing them all together?—I do not imagine there are many differ¬ 
ences; it is merely a matter of each one deciding what ie advisable. 

3536. I am given to understand that the rules of the five associations 
•differ in important details’?—I do not think that they do. 

8537. Between Bombay and Calcutta, there is one difference, which 
you discussed yesterday, rewarding penalty?—Y^es. 

3538. There' may he similar differences in other place's?—There may 

'be.' 

3539. For practical purposes, thort could be no objection to one com¬ 
mon association of all the excliansre banks all over India?—No, there 
-would be no difficulty. In fact it has been mooted already and we expect 

that the associations will be consolidated in a year or a year and a half. 

3540. Then there would be common rules for admission, common rules 
for brokers, etc.?— Yes. 

3541. Supposing the Central Bank of India wanted to be a member of 
the Association, what would be the process?—They will have to apply in 
■the ordinary course. 

3542. Is it by ballot? What is the custom? 
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Mr. Bnckley: If the Centra] Bank wanted to apply for admission, 
say, in Calcutta, they would write to me as the Chairman of the Associa¬ 
tion. I would then send the letter round to the members and suggest 
that they should be admitted, and I am quite sure that every member 
would agree. 

But Mr. Buckley, if in Calcutta one of the banks felt that they had a 
grievance against the Central Bank and for that reason opposed the ad¬ 
mission of the Central Bank, what would you do?—First of all, I would 
make all possible endeavours to remove that grievance so as to get unani¬ 
mity. But if that were not possible. T would say that the majority of 
members would be quite sufficient. 

3543. You have no system of ballot?—No. 

3544. I wonder whether your Association have much to do with clear¬ 
ing houses?—We all use them. All our members are members of the 
Clearing Houses. 

3545. If I may give y'ou an instance: The Punjab National Bank 
wanted to be a member of the Bombay Clearing House. They were 
a member of the Lahore and Calcutta ('■learin!' Housijs. But in Bombay 
another bank had a grievance against the Punjab National with the result 
that for three whole years the Punjab National Bank were kept out. 
They wrote to the Indian Merchants’ Chamber, but the latter interceded 
wthout success. Now, do you not look upon that as a substantial handi¬ 
cap to a bank?—I think it is unfair undoubtedly. I do not think any 
bank should be left at the mercy of one or two banks. But I have no 
knowledge of the circumstances of this case. 

(The Secretary to the Committee was requested to write to the Punjab 
National Bank to get all the correspondence: failing that, to get all the- 
papers from the Indian Merchants' Chamber, Bombay,) 

3546. Chairman: If I may intervene at this stage: Non-British banka 
ns distinct from Indian banks are always allowed to join your Association; 
why should Indian banks as such be debarred?—There is no reason why 
they should be debarred. My point is that our association is open to 
membership to all banks that arc doing exchange business. 

3547. If an Indian bank does exchange business ?—There sliould be no 
difficulty, unless it is on grounds of the size or the reputation of the bank. 

3548. Sir Purshotamdas Thakurdas: Mr. Cook, in India I suppose you 
are aware that there are two money markets?—That is so. 

3549. One, the Indian money market or the Bazaar, and the other, 
the banks. Do you think there is any real live touch between these two- 
markets existing at present aud can India depend on one broad Indian 
money market without anv prejudice and inspired by one aim, namely the 
development of Indian trade?—That of course is really, I think, a very- 
great bar to progress. It is because of this that the banks have real diffi¬ 
culty in assessing the actual financial position of Indian merchants. Tt is 
really one of the greatest difficulties that we hav*. Banks do not knovz \vhat 
a merchant has borrowed from the Bazaar and the Bazaar does not know 
what he has borrowed from the banks. 
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ELEVENTH DAY-contrf. 
Tuesday} the 2nd September 1930 


Present: 


Sir Bhupendua Nath Mitua, K.C.S.L, K.C.E.E., C.B.E, (Chairman)^ 
Sir Pl’Rsiiotamdas Tiiakvkdas, Kt., C.I.E., M.B.E. Vice-Chairman). 


Mr. D. P. Khaitan. 

Mr. E. V. Rushfouth. 
Mr. Manu Subedar. 

Dr. L. K. Hydeu. 

Mr. V. Eamdas Pantulu. 


Mr. W. Lamond. 

Mr. B. W. Buckley. 

Mr. G. K. Devadhar, C.I.E. 
Seth I[aji Abdoola Harook. 


Mr. V. K. Ak.avamudha Ayansak, M.A-, C.I.E. (Secretary). 


Mr. R. P. Masani, M.A. (Joint Secretary). 

When the Committee re-assembled after lunch Messrs. G. B. Morton, 
G. Cook and E. W. Christie, representatives of the Bengal Ohambet Of 
Oommerce, were orally examined. 

3550. Chairman: You gentlemen represent the Bengal Cham'ber of 
Commerce ?—Yes. 

3551. I shall examine you on the memorandum submitted by the- 
Chamber and also on certain connected questions. You say that the fixed 
capital and to a certain extent the current requirements or floating capital 
of an industry are obtained by capital subscribed by the public. Tr is often 
suggested that the public in India do not take very well to invesDin'ent in 
ind'iistrial shares or debentures. Will you kindly tell us your experience 
in this matter?—The public subscribed freely from the year 1919 to 1921 
or 1922 lo new industrial issues but subsequently owing to the slump they 
nave been shy to invest their money in industrial debentures. 

>3552. It has been suggested th:it the banks may play a useful part in 
obtaining such capital by examining the soundness of new enterprises and 
taking up shares of those that are sound and subsequently selling them 
to the public. Have you any views on this suggestion?—We consider that 
it is not a part of the business of a commercial bank to take up shares in 
new industrial concerns. 

3553. In that matter you follow the practice adopted in England?— 
Yes. 

3554. It is said that the existing banks cannot help industries to any 
appreciable extent as the deposits are short-term and the advances required 
are for long term. Have you anything to say on this point particularly and 
can you give an idea of the period for which atjcommodation is generally 
required by industries from banks?—We concur in the views expressed by 
the Exchange Banks Association before this Committee that banks which 
accept only short term deposits should not advance long term loans. 

3555. Can you give us an idea as to the nature of the accommodation 
required by industries from banks?—As for the jute trade the dealers want 
accommodation generally from August to November or December, after 
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-which, when they realise their stocks, they liquidate their debts. As lor 
ihe period, of advances lor the tea industry, it varies slightly but they are 
all only seasonal advances. 

3556. It is stated that the existing banks suffer from a lack of technical 
knowledge of industries and therefore do not consider it safe to interest 
themselves in the financing of industries. Do you think there is any force 
in this suggestion?—Banks do not consider it safe to invest their money 
in long term advances when they accept only short term deposits, apart 
from the question of knowledge of the industry itself. 

3557. What about the provision of working capital either on 
personal or tangible security?—So long as they are seasonal advances, wo 
do not mind, and there too the question of technical knowledge about the 
industries does not arise. 

3558. You say that the current requirements of industries are obtained 
from the Imperial Bank or from other btinks by hypothecation of stocks. 
It has been pointed out that the Imperial Bank insists on keeping the stocks 
under its own lock and key and that the arrangement is not very popular 
as it gives undue publicity and interferes with the free disposal of stocks. 
Will you kindly let us have your views on this point?—As regards the 
latter part of the question, it might be so; as regards the first part, the 
banks insist on having the control of stocks, although the guarantee by 
the managing agents might obviate this to some e.xtent. 

3559. You say that in many instances advances are made by the manag¬ 
ing ag(!nts.—ria.u you give the Committee some more informarion about 
this system of managing agents, for example, in what industries the system 
obtains and what part they play?—In Calcutta the main industries in which 
the managing agency system obtains are jute, coal, cotton and tea. The 
duties of managing agents are very wide. Speaking generally, managing: 
agents as the name implies act as managers for groups of companies and 
are also agents for marketing the produce of such companies for purchasing 
the requirements of those companies. Frequently managing agents also 
•employ their own funds for financing the requirements of the companies 
in their group. 

3560. You say that when an industrial venture is sound, the facilities 
available are fully equal to the actual requirements. In answer to the 
previous q;iestion you have, however, said that agents or directors in whom 
public have confidence are able to obtain all the facilities required. li 
has also been suggested by one of the provincial committees that 't is the 
name of the promoter rather than the soundness of the concern that 
matters. Will you kindly explain what your experience has been in this 
matter?—A prudent investor examines both the soundness of the concern 
and also gives the greatest consideration to the reputation of the promoters 
and others interested in the Company. 

3561. You have said in your memorandum that when an industrial 
venture is sound, the facilities availably are fully equal to the actual re- 
quirenrents, but you told us a little while ago that whatever the nature 
of the industrial venture might be, no bank would agree to lock up its 
funds on long term advances. That being so, how can the facilitiss of an 
industrial concern, even if it is sound, bo equal to its actual requirements? 

_^We mean to suggest that the requirements of the working capital are 

always forthcommg. 
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3662. Supposing an existing concern wanted additional capital for block, 
or extension of the business or things of that sort, then what will happen 
in those cases?—^As we have already said, banks are very peluctant to tie 
up their funds in long term advances. 

3563. To that extent you are prepared to admit that there may not be 
adequate facilities available to industrial concerns?—So far as financing 
the block is concerned. 

3564. Mr. Manu Subedar: With regard to working capital also will not 
these concerns require advances from year to year on renewal?— At the 
height of the season sometimes they require overdrafts, which are of course 
cleared up at the end of the season. The usual practice for banks is not 
to finance the whole of the working capital, as they have reserves to faU 
back upon. 

3565. You said commercial banks cannot help industries, but according 
to you, commercial banka can help industries with n portion of their working 
capital?—^Yes. 

3566. Chairman: You say the usual rate of interest on loans and swi- 
vances is 1 per cent, over the bank rate with a fixed minimum. Will you 
kindly say whether this applies to advances by the Imperial Bank or 
advances by other banks also?—It applies both to the advances by the 
Imperial Bank of India and other banks. 

3567. You say that the principal security is the hypothecation of stocks, 
but that frequently there is charge on block or other similar charge as 
collateral. It has been alleged by some witnesses that the Imperial Bank 
makes a distinction between the cotton and jute industries, and that whilst 
in the case of jute mills it does not require a mortgage of the block against 
loans, in the case of cotton mills it insists on such mortgages. Have you 
anything to say in regard to this?—^This depends on the soundness of the 
concern or stability of the trade in which it is engaged. We find that banks 
have different practices in regard to different industries. 

3568. You say that exchange and local banks are somewhat reluctant 
to finance industries freely as they do not wish to have their funds looked 
up. Will you kindly explain a little more fully the part played by the 
exchange banks in the matter of financing industries?—We have nothing 
to add to what Mr. Cook on behalf of the Exchange Banks Association told 
you on this matter, except to say that the banks make only seasonal ad¬ 
vances and not long term advances. 

3569. You say that the original finance required for the capitalisation of 
industries should be subscribed by the public and that the banks are prepared 
to supply the working capital. It has been brought to the notice of the Com¬ 
mittee that credits are also required for extensions improvement of equip¬ 
ment, etc. It is stated that circumstances might arise preventing a new 
issue of capital by the industrial undertaking being made for a long time 
and that in certain countries banks provide the necessary finance within 
limits and subject to certain conditions. Have you any suggestions to 
make in regard to Indian industries in similar circumstances?—In our 
opinion large extensions and improvements should not be undertaken unless 
the industry is in a healthy condition. New issues of share capital are a 
means of obtaining advances but a more usual method is by the issue of 
debentures. .4nother method is by capitalisation of profits by the issue of 
bonus shares, etc. 
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3570. You say that you are not in favour of trade banhs as the business 
of such banks would be very restricted. Have you considered the advan¬ 
tages of specialised knowledge of particular trade available to such banka 
and are these advantages not sufficient in your opinion to outweigh the 
other disaulvantages of restricted business, etc.?—My Chamber considers 
that the advantages are insufficient to warrant a trade bank. 

3671. You say that attempts made in the past for the establishment 
of industrial banks have been disastrous. Will you tell the Committee 
what attempts you are referring to? Can you state what in your opinion 
were the reasons for the failure of such attempts?—We have really noth¬ 
ing to add to what the representatives of the Exchange Banks Association 
have said on the point. 

3572. You say that the idea of establishing an industrial bank has m uch 
to commend it, but it is doubtful if such banks would have necessary 
support from the investing public. Can you think of any steps for enlist¬ 
ing such support ?—We think that at present nothing can be done on account 
of the world prices which have not yet been stabilised. Until we get at 
that stage it is rather premature to consider the suggestion. 

3573. Will you tell the Committee what your views are on the sugges¬ 
tion to guarantee the interest on the capital of such banks in order to 
create confidence in the investing public in such institutions?—-The 
Chamber is not in favour of such guarantees. 

3574. What you Mr. Cook said in the course of your examination as 
representative of the Exchange Banks Association applies hero also, 
namely, that you are not opposed to the idea of the establishment of an 
Industrial Bank on sound and proper lines. Is that so?—That is right. 

You say that the amount of credit afforded to a merchant by the ex¬ 
change banks is governed by his means and standing. Can you explain 
how the means and standing of an importer are ascertained by such banks? 
—^From the information collected from bankers and the bazaar report. 

3575. Some witnesses have suggested the formation of Information 
Bureaus for supplying confidential information about the status of all 
merchants. How do you view this suggestion?—The Chamber favours 
the idea, but the difficulty will still be there regarding the supply of con¬ 
fidential and reliable information. 

3676. Have you anything to say with regard to the suggestion that all 
merchants should have their accounts audited and a balance sheet prepared 
from time to time for the information of the banks?—We consider it 
absolutely necessary. 

8577. You say that clean credit is available when the drawer of the 
draft is financially substantial enough to warrant the bank’s accepting the 
drafts with recourse on him only. So far as you are aware, is such clean 
credit given to Indian merchants as well as to European merchants?—^We 
would slightly modify our answer so far as this point is concerned and 
would alter it to say that clean credit is really only used by such finxis who 
have London offices and whose names are so well established ohat their 
drafts are readily accepted by the London ^Discount Market. We do not 
think that any Indian firms are financed in this way. 

3578. Are you referring here to the custom of the Exchange Banks?— 
The question is whether clean credit is really available when the drawer of 
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the draft is financially substantial enough to warrant ihe bank’s accepting 
the drafts with recourse on him only. That is no doubt true, but we do 
not think that this form of drafts is very often used. 

3579. You say that a discount market in India for discounting export 
bills will be advantageous. Will you explain a little more fuUy what ad¬ 
vantages you expect from such a discount market?—think that ii such 
a discount market is established in India it will be advantageous as it will 
increase the credit facilities in the country. But the difficulty is that at 
present bills are insufficient to create a bill market. 

3580. If the export bills now in use became rupee bills, then would 
that be sufficient to create a discount market in India?—Yes, it wiU be 
possible then. 

3581. That would apply to both export smd import bills?—^Yes, m so 
far as we have the bank's standing Acceptance. That is the only way by 
which we can form a discount market. 

3582. And that would afford greater facilities for short term investments 
on the part of the banks?—Yes. 

3583. If you form a discount market in this country, do you not think 
it is likely that there will be sufficient number of bills to create what you 
call the discount house in London?—^I doubt, but still there is a possibility. 

3584. Sir Purshotamdaa Thdkurdaa: Which will create a better discount 
market, export or import bills?—Export bills will make a better discount 
market. 

3585. Chairman: You say the existing facilities for warehouses are 
satisfactory and fully meet the normal requirements of trade. It is 
stated in respect of bonded warehouses in Calcutta that their charges are 
high, their methods are dilatory and that there is no security or guarantee 
given by the bonded warehouses about the quantity of goods warehoused. 
■Have you anything to say in regard to these points?—^We have nothing 
to add to the views expressed by the Exchange Banks Association on this 
matter. 

3586. It is said that facilities for handling jute ate quite satisfactory. 
Will you please tell us your experience?—We think they are quite satis¬ 
factory. 

3587. Mr. Manu Subedar: How is the jute trade financed before it 
reaches Calcutta?—Calcutta firms when purchasing jute at their moTussil 
agencies employ their own surplus funds first, there.ifter borrowing for their 
further financial requirements iroin the Tinnori.n] nr other bank against 
hypothecation of stocks and mortgage of properties and when available the 
guarantee of the Managing Agents. 

3588. Have you heard of any complaint made by jute dealers in 
Calcutta that if the jute is exported through foreign licenced steamers scxne 
advances are made by banks against the bills of lading, whilst in the case 
of jute exported through Indian-owned steamers, such as those owned by 
Baja Janakinath Boy and others, advances are not made against bills of 
lading issued by the Indian shipping company?—The mills stipulate when 
buying jute that it is to be despatched from mofussil stations only by those 
steamer companies with which they have already entered into an agree¬ 
ment. 

3589. So then, the complaint is correct?—As far as I am aware, the 
mills have not altered their rule. 
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3500. Chairman: It has further been alleged that Indian nterohants 
who import from abroad cannot do so on D. A. terms and that they can do 
business only on D. P. terms, that in order to encourage the import of 
Manchester piecegoods, facilities are now being offered to merchants to take 
delivery of goods by advances against the security of the imported goods 
and that in the case of other commodities, such facilities are not freely 
available. Am I to take it that the answer given on behalf of the Exchange 
banks might also be taken as the Bengal Chamber’s answer to this ques¬ 
tion?—^Yes. 

3691. It is complained that it is possible for Indian exporters to do 
export business only if the foreign importer secures a confirmed letter of 
credit in some first class London bank in favour of the Indian exporters 
but that some of the buyers in foreign countries whose financial position 
is undoubted do not like to incur the expenditure of opening credits. The 
present practice is said to place the Indian exporter at a disadvantage. 
Have you anything to say on this point? Here too, shall we take it that 
your answer on behalf of the exchange banks is also the Bengal Chamber's 
answer?—^Yes. 

3592. It has been brought to the notice of the Committee by some 
witnesses that in the case of some Indian firms satisfactory references are 
not supplied to the overseas merchants by the Calcutta banks, although in 
the case of European firms with considerably less resources very good bank 
references are given. Have such complaints been brought to the notice of 
your Chamber? Here again would you say that the answer given on be¬ 
half of the exchange banks is also the reply of the Bengal Chamber?—It 
is so. 

3693. It has been suggested that there should be a Government Comp¬ 
troller of banks in each province whose functions should be to exercise 
supervision over the working of joint stock banks including British and 
foreign banks. Will you let us have your views on this sutgestion? You 
gave us certain views on behalf of the exchange banks. Do those views 
represent the views of the Bengal Chamber?—^Yes. 

3694. It has been suggested that the appointment of an independent 
auditor by Government will increase the confidence of the public in the 
institution. Will that advantage accrue if the Directors, and not Govern¬ 
ment, appointed the auditor?—^No, we do not think that it will be necessary. 
If this is a question of the second auditor, we are of opinion that the same 
advantages will accrue. 

8595. Do you expect any special advantages from: your proposal to have 
an auditor appointed by the Directors in addition to the auditor appointed 
by the shareholders ? Mr. Cook, you answered a similar question on behalf 
of the exchange banks. May I take it that that is-also the answer of the 
Bengal Chamber?—Yes. 

8596. If there were a Government auditor, would you make any dis¬ 
tinction between Indian and foreign (including British) banks?—1 can say 
that we make no distinction between Indian and foreign banks. If it were 
considered necessary by Government that an auditor should be appointed, 
we cannot say no. 

8597. You say you are not in favom of placing any restrictions on the 
business of banks. May I take it that your idea is that banks should do 
all legitimate banking business? Is it your idea that banks should be free 
to do all legitimate business?—^Yes. 
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8598. It has been suggested that some important bank failures (e.g.. 
Alliance Bank) in India were due to the banli’ indulgence in other than 
legitimate banking business and that banking business should, in order to 
prevent such lapses, be defined by the Legislature. May I have your 
views on this suggestion?—^Even if that were so, we could not recommend 
that banking business should be defined by the LegislatTife. 

8599. Mr. Manu Subedar: In reply to a previous question you said you 
were not in favour of placing any restrictions on banks. You know there 
are certain regulations with regard to banks in England and also elsewhere. 
Would you be opposed to the introduction of such regulations in India?— 
We are definitely of the opinion that there should be no restrictions on the 
business of banks. 

8600. You say that persons and firms styling themselves “bankers” do 
not attract deposits from the public to the same extent as an institution 
calling itself a “bank” and it is enough if the use of the term “banka” is 
restricted by legislation. Will not your suggestion lead to some of the 
mushroom banks using the word “banker” instead of “bank” and make 
them interfere prejudicially with the operations of the indigenous bankers? 
—^You see there are two classes of moneylender, one who probably m most 
cases does business with his own capital and takes very little of deposit, 
and there is the indigenous banker who in some parts of India makes a 
regular practice of getting deposits. When we wrote this reply, we were 
redly referring to moneylenders. 

3601. Is it your intention that these indigenous bankers who do make 
a practice of taking deposits should in accordance with the original proposals 
of the Government of India be required to register thepiselves under the 
Indian Companies Act?—^Yes. 

8602. Therefore you would make a distinction between those who 
habitually take deposits and those who do not?—That is so. 

8GQ3. And those who habitually take deposits, whether they are joint 
stock banks, or loan companies or indigenous bankers, should, in the 
opinion of your Chamber, be required to register themselves under the 
Companies Act?—That is so. 

3604. Are you correct in saying that persons and firms styling them¬ 
selves bankers do not attract deposits from the public to the same extent 
as banks? In cases in which indigenous bankers attract large deposits 
from the public, would you in the interests of depositors like, to lay down 
any regulation governing these operations? I think what you have already 
told Us on behalf of the exchange banks meets this question too?—^^Yes. 

3805. You say that there should be an obligation on the bank to set 
aside adequate sums for reserve and depreciation funds. Will you kmdly 
say what limit you will place on the antount of these funds and whether 
they should bear any proportion to paid-up or subscribed capital?—^We 
consider that adequate sums should be set aside for reserve and deprecia¬ 
tion funds. 

3606. What percentage would you recommend?—50 per cMit. of the 
capital. 

3607. It has been pointed out that exchange banks whose main nusiuess 
is the financing of foreign trade have latterly begun to compete with the 
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Indian joint stock banks in regard to the fmancing of internal trade also 
and that this competition is an unequal competition. It has therefore 
been suggested that the operations of the exchange banks should be res¬ 
tricted to the financing of foreign trade. Will you kindly state your views 
on this suggestio;^? May I take it that your answer on behalf of the 
exchange banks also represents the view of the Bengal Chamber 1'—^Yes. 

3608. It has been suggested that deposits received from the public in 
India should be utilised for the development of Indian trade and industries 
and that exchange banks should be made to follow this rule. Have you 
any objections to this suggestion?—The Chamber does not see how any 
actual deposits could be earmarked for any particular purpose. But we 
can say from experience that the deposits which are taken in India are 
utilised in India and invested in business here. 

3609. It has been pointed out that non-national banks in some of the 
foreign coimtries such as United States, Germany, Japan, Italy, etc., are 
required to take out a license for carrying on banking business in those 
countries, and it has been suggested that similar procedure should be 
followed in India also. Do you agree with this suggestion? If not will 
you kindly state your reasons? Here too, I take it that your views 
expressed on behalf of the Exchange Banks’ Association represent the 
views of the Bengal Chamber?—Yes. 

3610. If there is a system of license, will you state whether you would 
make a difference between British and other foreign banks?—We replied 
fully to this yesterday. 

3611. In answer to question 6 in Section 3 of your memorandum you 
refer to your reply to Question 3, but there is no reference in that ques¬ 
tion to the proportion of cash balance to time and demand liabilities and 
the publication of balance sheets. Will you kindly say whether you think 
it necessary to prescribe by legislation a definite proportion of cash 
balance to be maintained by banks?—We do not think that there should 
bo any law controlling the actual proportion of cash balances to^ time 
and demand liabilities; in our opinion, it is impossible to do so. 

3612. If a Eeserve Bank is established, the member banks will be required 
to keep a minimum deposit of a certain percentage of their demand and 
time liabilities with the Eeserve Bank. Will you kindly say whether the 
member banks should, in addition, be required to keep any definite pro¬ 
portion of cash balance with themselves?—Our opinion is that apart from 
the regulations which may require a certain amount of cash to be lodged 
with the Eeserve Bank, when it comes into being in India, by the member 
banks, there should be no legislative requirement about the banks keeping 
a certain amount of cash balance. 

3613. Do you think that there are any other matters which should be 
provided for by legislation, e.g., the Shareholders’ Association has referred 
to (a) prohibition of loans to directors so as to prevent abuses, as in the 
case of the Alliance Bank, the Peoples’ Bank and the Amritsar Bank; 
(h) to auditors as was the ease in the Bengal National Bank; and (c) 
definition by law of the rights and obligations of Directors, etc .—We do 
not think it would be desirable to enforce prohibition of loans to directors. 
That would lay a heavy penalty of any big and important and, there¬ 
fore, valuable director or business man joining a bank as director. In 
regard to (b) of your question, we can only recommend that there should 
bo double audit. In regard to (c), I am afraid this is more or less a legal 
question and we are imable to reply to it. 
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3614. Chairman : You say that the regulation of expeditious liquida¬ 
tion is a matter for the court. It has been suggested that in Enpjand 
some kind of control is exercised over the liquidators of joint stock banks 
which has the effect of exercising a (‘.hastening influence on liquidators and 
shortening liquidations and keeping down costs. Will you kindly state 
your views on this suggestion?—We would approve of any proposal which 
would improve matters in this respect. 

3615. It has been suggested that the grant of power to the Governor- 
General in Council to order transfer of winding up proceedings from one 
province to another might also lead to expeditious liquidation in the case 
of banks whose creditors are in more than one. province. It is said that 
in England the Lord Chancellor has such power. Have you anything to 
say on this suggestion?—We also agree, if it is going to improve matters. 

3616. It has been pointed out that in England, creditors have the 
power to nominate a liquidator of their choice unless the majority of 
Directors have filed a statutory declaration that within 12 months from the 
commencement of the liquidation, the debts of the company would be 
fully paid. Are you in favour of a similar provision being made in India? 
—^We see no objection to follow the procedure adopteci in the United 
Kingdom. 

3617. It is said that advance payment to depositors in the case of 
the Alliance Bank was facilitated by the guarantee of Government and 
that such advance payment was a great convenience to the creditors of 
the bank. Are you in favour of a ^provision under which either the Be- 
serve Bank or an Association of Bankers should be charged with the 
■duty of giving such a guarantee after careful examination of the assets 
of the insolvent bank?—Yesterday, when I gave evidence on behalf of 
the Exchange Banks Association, a proposal was put forward to the effect 
that there should be some institution which could take over the bank 
which was in difficulty provided that it could b(i run for three months. 

I referred to the Canadian practice—Wo think that would probably be 
a most satisfactory way of arranging this matt(;r. 

3618. You say that any question of amalgamation or reconstruction 
must be left to the shareholders or the creditors of a particular institu¬ 
tion. It has been suggested that the export advice of the central bank¬ 
ing institution or of the bankers’ association might be useful in regard to 
this matter although the final voice should be left to the shareholders and 
the creditors. Will you kindly state your views?—We agree that the 
advice of the central banking institution or of the bankers’ association 
would be useful in the matter, but we think that the final voice must rest 
wdth shareholders and creditors. 

3619. It has been suggested that the cost of liquidation could be reduced 
to a minimum, and that the assets of banks in liquidation should rest in, 
and the winding up done by, a special official receiver on a fixed per- 
oentage of remuneration. Have you anything to say on this suggestion? 
—We see no objection to the suggestion; presumably such an official 
receiver could appoint a reputed firm of accountants to do the work if he 
considered it necessary. 

3620. It has been suggested that when an application is made by a 
shareholder for instituting criminal proceedings under the Companies Act 
against a bank, the complainant should be required to obtain a certi¬ 
ficate from the Advocate General to the effect that there is a prima facie 
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case, before the complainant can institute proceedings. Will you kindly 
tell the Committee what your views are on this suggestion ?—This is a legal 
question and we have no views on it. 

3621. From a practical point of view, what would you say?—We are 
in favour of anything that could be done to strengthen the position of a 
bank, from being falsely accused in any way. We cannot suggest any 
retmedy. 

3622. You say that it would be advantageous if branches of banka of 
first class standing were opened to co-operate with the indigenous bankers 
and assist in linking them up more directly with the main money markets 
in India. Will you kindly develop your point a little more fully? Can¬ 
not such co-operation be started in respect of existing branches of banks 
of first class standing? What arc your ideas about bringing about such 
co-operation and the linking up of the indigenous banker with the money 
market ?—We are entirely in favour of this being done, but we cannot 
suggest in any way how it could be done, the difficulty being that banks 
cannot be expected to open in districts where they are unlikely to get 
enough business to pay their expenses, but we do think that with the 
gradual increase of joint stock banking in the country, the linking up of 
the indigenous banks with money markets will naturally come. 

3623. That does not meet my question. My question was whether co¬ 
operation of the nature contemplated could not bo started in respect of 
existing branches of banks of first class standing. There must be many 
stations in India at present where there are branches of first class stand¬ 
ing. Will it not be possible to start this co-operation at those places? If 
such co-operation were a practical proposition what stands in the way of 
its being started immediately at stations where branches of banks of first 
class standing already exist?—It could be done in a way by discounting 
paper. We think that the Imperial Eank with its many branches must 
really be in a position to say whether it is possible to link up the money 
markets with the branches they have opened. 

3624. Does not that lead to the inference that the opinion expressed 
by the Chamber was sent up without any careful consideration of the pro¬ 
blem?—Of the problem as to how it is to be carried out, yes. 

3625. You say that until a central banking authority can be created, the 
regulation of the bank rate should be in the hands of the Imperial Bank 
without interference from the executive government. It has been sug¬ 
gested that so long as the control of currency is in the hands of Gov¬ 
ernment, Government should have a voice in influencing the bank rate, 
as the bank rate affects the currency reserves of the country. Will you 
kindly state your views on this suggestion?—In the answer which Mr. 
Ingram gave this morning he said he would be prepared to add that the 
executive government should undoubtedly have the right to influence the 
bank rate with reference to international considerations. May we give 
that as the opinion of the Chamber? 

3626. The Bengal Chamber’s views, I take it, are the same as those 
of Mr. Ingram, that Government must be allowed to have some voice in 
the matter when international questions came into play?—There were 
three considerations which he mentioned. 

3627. Mr. Manu Subedar: The question which I put to Mr. Ingram 
this morning was; ‘As in other countries, would you expect the bank 
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and with reference to the gold reserve with the central authority?’ Mr. 
Ingram said that he would add another condition, viz., a reference to inter¬ 
national situation. But in that answer the whole point was that the regu¬ 
lation of the bank rate should be with the centra] banking authority, who¬ 
ever they were, and not with the Government. The present question 
goes beyond that; it is for you to say whether you like it to be with the 
Central banking authority.—We think that Government should certainly 
have a voice in influencing bank rate, but we think that the final decision 
should rest with the Imperial Bank or the central banking institution. 

3628. Mr. Khaitan : But if the central banking institution has the power 
of note issue and the control over the reserves, what occasion, do you 
think, there would be for Government to interfere in the fixing of the 
bank rate?—When the control of currency is taken away from Govern¬ 
ment and put in the hands of a central authority, we do not think that 
Government would in any way interfere with the bank rate, which would 
bo governed by the same principles as in other countries. 

3629. Let me make my question clearer to you. Ai; the moment in 
India the power of issuing notes and therefore the corresponding duty of 
maintaining the currency reserves are with Government. When you say 
that Government should have a voice, it naturally follows that if it is to 
maintain the currency reserves Government must have a voice. Do you 
mean by that that Government, in voicing its opinion, about the fixing of 
the bank rate, should be guided by the very principles by which a central 
bank in another country which has the power of note issue would be 
guided?—Yes, we do. 

3630. Mr. Rushforth: Y'ou say that Government should have a certain 
amount of say in the matter. Should that say be, restricted to an advisory 
c.apacity or should they have executive power?—I should say that it should 
bo in an advisory capacity only. The managers of the institution which 
would control the bank rate should certainly have the last say. 

3631. In this connection, I think the Bombay Chamber stated that in 
England Government had powers in certain circumstances to say that the 
bank rate must be put up. I have not been able to get this statement 
confirmed. Is that actually the case or not? For instance in August 
1914, was it an actual order of the Government of Britain that the bank 
rate should go up to 10 per cent, or was it done at the instance of the 
Bank?—I could not say. 

3632. Chairman: Here is a book by Mr. Parker Willis on foreign bank¬ 
ing systems in which he says: “The post-war experience had a very 
powerful influence in confirming many in the ojjinion that a central bank 
should be at hand as a mechanism for controlling and directing move¬ 
ments of prices, for forcing other, (non-central) banks to accept the orders 
of the Government, and to co-operate with it in carrying out its projects, 
and for controlling the money market situation on behalf of Government 
operations’’. Then he goes on, with regard to the Treasury; “As a 
consequence of this situation, there has been steady tinkering on the part 
of the Treasury with the discount rate in the effort to keep it low, and 
hence to facilitate the flowing of new Treasury obligations, while there 
has been equally steady effort on the part of the Treasury to control and 
direct the actual policy of Eeserve Banks’’. That refers to America. 
What is stated here bears out what the Bombay Chamber told us the 
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other day—The Chamber could not suggest anything else in the face 
evidence that it is customary in all countries for Government to have the 
last word. 

3633. Sir Purshotamdas Thakurdaa ; What I would like to understand 
clearly from you is this: firstly, whether you think that in India it is 
desirable that the control of credit and currency should be in one hand 
or that it should be allowed to continue, as at present, in two hands. 
What do you think is the ideal you would work up to?—The feeling of 
the Chamber is that the cbntrol of credit and currency should be in one 
hand. 

3634. At present credit is controlled by the Imperial Bank and currency 
is controlled by Government?—That is so. 

3635. Until therefore there is a change in the present position, is there 
any suggestion which your Chamber would like to put forward as being 
feasible?—No suggestions are put forward at present beyond the fact 
that the matter will be consolidated by the creation of a Central Bank. 

3636. Till then you have no suggestions to make?—No. 

3637. But you said just now in the course of discussion that what 
happened in regard to the Imperial Bank rate, when it was raised to 8 
per cent, a year or eighteen months ago in spite of the opposition of the 
Governors of the Imperial Bank, is a thing which you do not approve 
of?—Yes. 

3638. And I understood you to say that you thought that it would be 
desirable if Government only advised the Imperial Bank as to what their 
view was, but left the final decision with that bank—with the exception 
that Government must have powers which in case of emergencies they 
can use. 

3639. An emergency like the War, or something like what happened in 
1914? Surely 18 months ago, it was not an emergency?—It appeared pre¬ 
sumably to Government, who were responsible for their policy, as the only 
thing they could do. 

3640. So that what you consider an adequate emergency in India is 
somewhat different from what w'ould be considered an emergency in 
England, because in England in the whole career of the last one hundred 
years, there has been only one instance when the Government of Great 
Britain forced the Bank of England to raise the rate and that was at the 
out-break of the War—The Government here are not in the same posi¬ 
tion as they are in England in regard to the control of currency. 

3641. So I say that here you would define emergency as something 
somewhat different from what has been defined as applicable to England 
under similar circumstances?—I am afraid that we are not authorised to 
go beyond what we have already stated. As things are, we would leave 
the matter in the hands of the Imperial Bank until a central institution 
is created. 

3642. Are they in the hands of the Imperial Bank now?—Presumably 
the Imperial Bank fixes the rate. 

3643. Inasmuch as the Imperial Bank publishes the bank r.itea, you 
think they are in their hands? 

3644. Chairman : As the Imperial Bank has no control over currency, 
operations, it would be impossible for that Bank to be the final authority in 
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legard to the bank rate in the present conditions.—We are not in favour 
-of a bolstered bank rate; at the same time it is difficult to say definitely 
that we can condemn the position which at present makes it necessary. 

3645. Sir Purshotamdas Thakurdas: It is not my intention to ask either 
for your condemnation or approval. But I do feel that when you give 
evidence on a matter like this you must give us, if you will, something 
more definite than mere generalities. The Imperial Bank and people 
connected with it have been misunderstood and even criticised. One 
does not mind that, but when we are talking across the table to persons 
of your knowledge and standing, we might hope to get some assistance. 
If you would rather not: go beyond what you have stated, I shall leave 
it at that, but let us recognise facts as they are.—We do not really see 
how we can very much go further than the answer given, viz., that the 
dual control by the Government of India and the Imperial Bank is im- 
-satisfactory. 

3646. What we want is some further amplification of the nest part of 
your answer where you say that ‘until a central banking authority can 
he created, the regulation of the bank rate should be in the hands of the 
Imperial Bank without interference from the executive.’ I am asking 
you whether the int(;ntion of that is that your Chamber desire ‘that the 
•Government of India, should not interfere with fluctuations in the bank 
rate?—The intention is that they should not put it up to 8 per cent. 

3647. Take for instance the position of the Imperial Bank to-day. 
They have a cash balance of 27 crores and the bank rate is 5 per cent.— 
It is only temporary on account of the policy of the Government. 

3648. Therefore, is your suggestion feasible under present circum¬ 
stances?—We cannot suggest anything; we do not see what can be done. 

3649. I am trying to bring out whether your suggestion is feasible or 
not. I have given you two concrete instances. Under present circum¬ 
stances, so long as Government is in control of currency and when 
Government have always the power to make money sufficiently expensive, 
should they go on as they are doing? Cheap money is what is required 
at the present time and it is out of proportion to the bazar rate. The 
whole point therefore is, as long as the control of currency is under Gov¬ 
ernment, can the Imperial Bank effectively control the bank rate?—It 
cannot. 

3650. Mr. Manu Suhedar: You have said in your memorandum that 
the dual control by the Gkivernment of India and the Imperial Bank is 
unsatisfactory and therefore you would like to see this system changed and 
a unitary control established. When that unitary control is established, 
there would be no occasion for Government interference, because the bank 
would then fix the rate with reference both to credit and to currency?— 
That is so. 

3651. Chairman: Does that modify the statement you previously made 
that even under those conditions, it might be necessary for Government 
to interfere 1 —There might still be occasion for interference. 

3652. You say that the reason why bills are not freely used in India 
is due to the difficulty in ascertaining the financial standing of the signa¬ 
tories to a bill. Will you kindly explain how this is ascertained in 
countries outside India and what special difficulties there are in India?— 
We do not think that in the present circumstances there are likely to be 
enough bills on the market to create a discount market. 
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3663. My question was how the financial standing of iiae 

signatories to a bill is ascertained in countries outside India and 

what special diflSculties there are in ■ India on the subject!?— 
It is much easier to find out the correct financial standing 

©f firms in other Western countries than it is in India, for the reason 

already given that the two money markets of the bazaar and the banks 
make it very diflScult to know how much a firm may be owing in other 
places; and therefore it is very difficult to gauge the financial position of 
such firms. So long as that is so, it would be difficult to have their 
bills freely circulated in a discount market. 

8654. It has been stated that the other reasons for this state .of afiairs 
are (1) the high stamp duty on bills and (2) lack of encouragement by banks 
in regard to discounting facilities and that if the stamp duty is reduced and 
banks were prepared to discount bills endorsed by approved indigenous 
bankers or shroffs at slightly lower than the bank rate, the bill habit will 
bo greatly promoted. Have you any views on this suggestion?—We have 
no views beyond those already expressed. The difficulty in the way is the 
difficulty of finding bills more than the stamp duty on them or tlie hesita¬ 
tion of the banks to discount them. If there is a possibility of getting 
better information as to the condition of affairs, the difficulties mentioned 
would be‘removed. 

3855. Chairman: You say that the arrangements of banks main.taining 
their own godowns work satisfactorily. It has been suggested that the 
present practice of banks holding stocks in their own godowns under their 
own lock and key is not quite acceptable to the commercial public and 
that the establishment of a central godown by all the banks working in 
the locality, whose warehouse receipts might be accepted as a collateral 
security for advances would be advantageous from all points of view. Will 
you kindly state your views on this suggestion ?—I do not think that the 
present system is unsatisfactory and we doubt whether any w'avehouses 
which would be started by different banks would be at all acceptable. 

3656. Mr. Buckley: You state in your memorandum “Banks release 
goods on trust receipt when in their opinion the standing of the party con¬ 
cerned warrants their doing so. The Chamber considers the practice to 
be satisfactory, and they have no suggestions to make with regard to it.” 
The system in vogue in India of trust receipt is very largely used 
as an easy form of credit. The principle of the trust receipt is quite sound, 
but unfortimately many cases have occurred where the terms of trust receipts 
have not been adhered to and frauds have been perpetrated. Do you not 
think that an offence of this nature should be made a criminal offence imder 
the Indian Penal Code so that the banks may be encouraged to continue this 
particular form of credit ?—Yes we would favour that the offence be made 
a criminal one. 

3657. Mr. Manu Subedar: It has been suggested that if the banks give 
facilities for discounting at a lower rate to the shroffs, the discounting habit 
will be encouraged. I want to ask you whether you approve of the pro¬ 
visions under which the Imperial Bank can borrow from the Currency 
Eeserve, when the bank rate goes up to 6 per cent. But in this case they 
can only borrow at the bank rate; they cannot pass on their benefit to their 
constituents. Would you favour the arrangements until the Eeserve Bank 
is started by which the Imperial Bank can borrow at 1 per cent, under the 
bank rate on first class bills?—We think that the Imperial Bank should 
not be allowed to borrow money under the bank rate. It should be at 
the bank rate. 
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3658. But the market will not get any benefit ol it, if it is at the bank 
rate ?—In that case we think in an ordinary way the bank rate may go up. 

3659. But there will be no elasticity with regard to the banking reserve 
in the country. Is it not?—When the bank rate goes up at the time when 
the bank is borrowing from Government, money is very tight. The actual 
amount which is taken from Government is not large compared to the 
requirements of the country as a whole. It would have to borrow again 
very quickly as the market is tight. Therefore, we think it would not 
serve any purpose to make any alteration. 

3660. There is a very interesting suggestion by your Chamber and it 
is this. Super-tax is paid where the profits exceed Rs. 50,000 in respect 
of small banks. A suggestion is made that this prevents the amalgamation 
of small banks. In that case would you favour the exemption of small 
banks which amalgamate from super-tax for five years after such an amal¬ 
gamation?—I think we have replied that we would not be in favour of it. 

3661. One of the objects of this Committee has been how to encourage 
banking on sound lines in this country and if there were any serious im¬ 
pediment in the way of small banks from being amalgamated, this is one 
of the ways as I have suggested to you. It would be in exceptional cases 
and would not apply to the joint stock banks. In such cases would you 
favour it as an exceptional case?—I should prefer to refer this question to 
the Chamber and then reply to it. 

3662. Mr. Khaitan: If it is not your intention that some relief should 
be given, why have you replied in this way ? I thought it implied some 
relief?—We have not thought of the definite form of relief. 

3663. Chairman: Their recommendation is quite different. They say 
further in their memorandum “Readjustment of the super-tax regulations 
is desirable so that the starting point should bear some definite relation to 
the capital employed." 

3664. Dr. Hyder: You say “Your Chamber has no suggestions to make 
with regard to the establishment of bonded warehouses”. You know salt 
is a commodity which is stored in the bonded warehouses or some other 
godowns. What is the difference between a salt gola and a bonded 
warehouse ? 

•3665. Mr. Khaitan: I may tell you that in Calcutta Government salt 
galas are solely used for storing salt only. 

3666. Dr. Hyder : In respect of these salt galas merchants importing 
salt pay duty when the salt is issued out of the galas. Would you favour 
a proposal on these lines that the duty should be paid only when the goods 
are taken out of the bonded warehouse and the duty should not be paid 
when the goods are taken into the bonded warehouse?—Please repeat the 
question. 

3667. Chairman: His point is this. In the case of salt the duty is paid 
at the time the salt is cleared from the Government galas but in the case 
of articles stored in the bonded warehouse duty is paid when the articles 
are to be put into the warehouse; undoubtedly there is a question of draw¬ 
back but he wants to know whether your Chamber would support the 
arrangements under which the duty in the case of articles stored in the 
warehouses is paid when the articles are withdrawn from the warehouses ?— 
Customs authorities 'want the duty paid at the time of clearance from the 
steamer. 
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3668. Dt. Hyder: Apart from the question whether the Customs authori¬ 
ties would allow or not, may I know if your Chamber would favour such an 
arrangement?—We do not think that the Customs would allow this pro¬ 
cedure. There was a case when a merchant had put into the waretiouse 
certa'n goods and those goods were not taken delivery of. Then the 
Customs had to sell the goods and they suffered a loss. So, I do not think 
that the Customs would agree to this proposal. 

3669. I am simply asking your view?—^We shall put the question before 
the Chamber and they will consider this point. 

3670. You say “the allocation of profits to dividends should be forbidden 
until all preliminary and flotation expenses have been paid.” My difi&culty 
is in connection with the flotation expenses. Would you specify definitely 
what the preliminary and flotation expenses would be?—Preliminary ex¬ 
penses which include flotataon expenses also include solicitors’ fees, regis¬ 
tration fees and stamp duty; cost of printing prospectus^ application forms 
etc., and articles of association; also cost of advertising. 

In short the expenses incidental to the formation or promotion of a 
company. 

3671. Do you show the item of good-will separately in the balance- 
sheet?—Yes. 

3672. Mr. Lamond: You say that one direction in which protection 
might be given to banks would be to insist on numbers of the shares or 
stock bought and sold being specifically stated in the contracts. Would 
you also be in favour of insisting on transfers being lodged for registr.ation 
with banks within a fixed period—say two months?—Provided the Stock 
Exchange agree. At present they do not like to press the matter of 
registration. 

3673. Mr. Rushforth: T would draw your attention to paragraph 176 in 
the report of the Bengal Provincial Banking Enquiry Committee 
in connection with the preference given to Europeans by the jute 
mills. It is also referred to in an article which appeared in the 
“Statesman”. I think it will be better if your Chamber could throw some 
light on this point?—Would you like to have written evidence on the 
subject? 

3674. No, if you can tell us something on the subject just now, it 
will be very interesting?—At the end of that paragraph it has been stated 
“with a few exceptions the mills do not allow the Indian brokers to call 
on them to sell jute.” Prom personal knowledge I know that this state¬ 
ment is incorrect. There are only a few mills, one or two, who do not 
encourage Indian brokers to call on them. The rest of the miUs have, I 
should say, more Indian brokers calling on them«tban European. In cases 
where Indian jute sellers pay per cent, brokerage the J per cent, re¬ 
presents “guarantee commission” paid to the European broker for under¬ 
signing the contract thereby guaranteeing the fulfilment of the contract to 
the mill. One of the largest group of mills in the season 1928/1929 pur¬ 
chased 41 per cent, of their requirements from European sellers and 59 
per cent, from Indians. In the following year the percentage was European 
21 per cent. Indian 79 per cent. 

3675. Mr. Khaitan: We want to know what quantity was purchased 
from the European brokers and the Indian brokers?—^I have no figures 
available at present. 
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3676. Chairman: There are two other paragraphs also in the Bengal 
Provincial Committee’s report and what is really wanted is the proportion 
done through Indian brokers and also through the European brokers. 

3677. Mr. Rushforth: If you look at the figures of the Imperial Bank 
from 1921 to date, you will notice a dimunition in the amount of bills dis¬ 
counted but there is an increase in cash credits. It has been stated that the 
cash credit is partly responsible for the unpopularity of bills. Do you think 
that competition between the two systems that continue is responsible for 
this?—Probably so. But I do not say that in any way it will create a dis¬ 
count market. 

3678. Chairman: Do you mean to say that the development of cash 
credit system of the Imperial Bank has interfered ■with the development of 
the bill system?—No, it has not interfered exactly. 

3679. Mr. Rushforth : One would have expected the development of the 
bills with the gro^^h of the Imperial Bank but instead of that the bills 
are getting less and less year by year. The other day I also noticed in 
a Home paper that the bills in the London market are getting Jess owing 
to the fact that merchants prefer loans or cash credits. If that is so in the 
highly developed market like the London market, is there any hope to 
develop the bill market in India?—^We are doubtful whether the market 
can be created. 

3680. Chairman: Tou have not stated there any reason. You simply 
say that owing to the competition of these two systems it is not likely that 
the bill discounting market will develop in India?—^No, but I am saying 
that it IS one of the reasons which Mr. Bushforth has put forward. 

3681. Mr. Ramadas Paniulu: Do you think it will be to the advantage 
of the agriculturist if he has facilities to store his produce for a favourable 
market?—We have no intimate knowledge of the eiSairs of the agriculturists 
in the mofussil centres. We are not in a position to say. Do you refer 
to any particular kind of produce? 

3682. For instance, the Punjab Banking Committee have reported that 
in the case of cotton, facilities for storage will not be of any use, but in 
the case of wheat it may be useful and so on. I would like to know whether 
in the opinion of your Chamber it will be advantageous to the middle class 
cultivators and agriculturists if they had storage facilities?—^With regard 
to jute, the raiyat has a certain amount of storage facilities. They are 
almost always small men who store their goods in their own houses and they 
bring out just enough for sale whenever they are in need of money to meet 
their current expenses. 

3683. Do you know about the conditions of other crops?—/They are also 
much the same.-* 

3684. You cannot say whether they have got adequate facilities or not?— 
No, I cannot say. 

3685. Supposing a middle class agriculturist or cultivator wants to pay 
his land revenue or has to meet other urgent expenses. Are there any 
credit facilities available at present for him to meet his urgent demand?— 
He is almost always financed by the village mahajan. 

3686. Are you aware that when such loans are taken, the mahajan 
generally couples the contract to sell him the produce at a very un- 
remunerative price to the producer?—^What we have gathered from 
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local information from Hooghly is that the ryot first of all tries his mahajan 
and failing him he goes to his landlord. Generally the rate of interest 
varies from 3 pies to 1 anna in the rupee per mensem. Generally these trans¬ 
actions are simply recorded in a small account book of the mahajan, no men¬ 
tion of the rate of interest or the period for which the loan is taken being 
made. In cases of non-payment, the mahajan files a suit within 8 years 
from the date of the transaction, and the court generally allows him 
interest at 6 pies in the rupee per mensem. There is another form ol 
tjansaction, which is registered and can be sued for up to the end o'f 6 years 
in case of non-payment. 

3687. Have any members of your Chamber acquired first hand know¬ 
ledge of the conditions of the agriculturists, their operations, their finan¬ 
cial requirements, etc., by going into the interior of the country?—None 
of us has done so. 

8688. Sir Purahotamdas Thakurdas: I understand the Bengal Chamber 
of Commerce controls the working of the Eoyal Exchange at Calcutta. Is 
that so?—Both the institutions are, of course, connected with each other. 
The Bengal Chamber holds its oflSce and its committee meetings, etc.. In 
the upper flats of the Eoyal Exchange Building. 

3689 The popular impression is that the Eoyal Exchange and the Bengal 
Chamber of Commerce are actually controlled by one and the same party. 
Is that the correct position?—^Mr. Buckley: That is not so. 

8690. Sir Purahotamdas Thakurdas: May I know the nature of the 
business conducted at the Eoyal Exchange?—Merchants generally meet 
there during the middle of the day to discuss and transact business. 

3691. Is it a fact that no Indian is allowed to be a member of the Eoyal 
Exchange?—So far as we are aware there is no such restriction. As 
a matter of fact we know that Mr. Joy Chunder of Messrs. S. C. Chunder 
and Co., and a few other Indians are members of the Eoyal Exchange. 

3692. The information given to me while in Calcutta was that Indiana 
are not permitted to be members of the Eoyal Exchange?—That is not a 
correct state of affairs. We know that Messrs. Gazdar & Co., were also 
members of the Eoyal Exchange. As a matter of fact, these Indian mer¬ 
chant# who come to deal business matters there have got a separate room 
adjoining to the room allotted to the members of the Eoyal Exchange 
House, and then we talk across the counter and transact business. (This 
answer was subsequently modified by the witness as follows: —Such a 
rule was not in force in the past for we know of several Indian firms who 
ar^^ members. The Gazdars were members). 

3693. Am I correct in saying that the Eoyal Exchange building floor is 
not open to Indians?—I do not think it is correct to say so, because 1 have 
seen several Indians there. I am not aware whether any Indians have 
been refused admission to the Eoyal Exchange as members. 

3694. Mr. Khaitan: As regards the ante-chamber which you spoke of, 
is it not a fact that passes are given only to those persons who are members 
of the Eoyal Exchange and that no self-respecting Indian would go there 
under such circumstances and that those Indians who really go there have 
got to go in as under-brokers of the firm who is a member of the Royal 
Exchange?—Any number of well-to-do balers go in without passes to that 
room. 
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8695. Do you think that any person with any self-respect would go to 
the ante-chamber when he is not allowed entrance to the main room?— 
Indian businessmen who may desire to consult Europeans in the Royal 
Exchange have every facility for doing so. Indians who are not members 
of the Royal Exchange have only got to look through one of the many 
doors to immediately get into touch with any member. 

3696. Is it not a fact that for a good many years Indians vrere not 
permitted to be members of the Royal Exchange?—May be, we cannot 
say, but we know several Indians who have been members for long. 

3697. Are you aware that in recent years big Indian firms and dealers 
in jute who desired to become members of the Royal Exchange were told 
by the latter that they should not apply because they would not be 
admitted as members?—We have no knowledge about that. 

3698. Sir Purahotamdag Thakurdaa: You .representatives of the Bengal 
Chamber of Commerce do generally endorse the opinions expressed by 
Messrs. Cook and Ingram who were examined by this Committee yester¬ 
day and to-day?—Yes. 

3699. Therefore the views of the Bengal Chamber of Commerce and 
the Exchange Banks’ Association on questions dealt with before this Com¬ 
mittee are identical?—Practically so. 

3700. The Bengal Chamber of Commerce is the most premier British 
Association in India?—Yes. 

3701. You, gentlemen, have heard the evidence of Messrs. Cook and 
Ingram yesterday and to-day and you have also heard the various points 
that have been raised and discussed very fully?—^Yes. 

3702. Now, I wonder whether your Committee would be willing to 
send us a supplementary memorandum indicating what changes your 
Chamber and the Exchange Banks’ Association are prepared to introduce 
forthwith in view of the discussions and the elucidation of the various 
view points which have taken place between the Committee and the 
representatives of the two bodies yesterday and to-day. We have together 
discussed various points very frankly and you gentlemen have all tried 
to help the Committee as much as you can. You, I am sure, have seen 
the view-points which have been put to you yesterday and to-day being 
reflected before this Committee by various Indian commercial bodies. 
I feel sure that you will be inclined, and think it worth your while after 
going through your evidence tendered before this Committee to place it 
before your Chamber and the Association respectively and that you woyld 
jointly prepare and send to the Committee a further memorandum 
(confidentially if you want to do so) indicating what you think can be 
done forthwith in order to remove the disabilities that the Indian mercan¬ 
tile community Suffer from at present that have already been placed 
before you with a view, first and foremost, to allajdng the disturbed feelings 
in the minds of the Indian commercial community, as also to lightening 
the task of this Committee in arriving at a satisfactory conclusion in 
regard to these matters?—^We are very glad that you have put the case 
before us so nicely. We will report to our respective bodies the views 
of the Committee and shall be very glad to forward to you, if the Chamber 
and the Association so decide any considered decisions that they might 
arrive at. 

The exanoinatiori of the representatives then concluded. 
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TWELFTH DAY. 

4th September 1930. 


PnESENT; 


Sir Bhupendra Nath Mitea, K.C.S.I., K.r.I.E., C.B.E. (Chairman), 


Mr. D. P. Khaitan. 

Mr. F. V. Edshforth. 

Mr. Manu Subedar. 

Dr. L. K. Hyder. 

Mr. V. K. Aravamudha Ayangar, M.A., C.I.E 
Mr. E. P. Masaxi, M.A. (Joint Secretary). 


Mr. V. Eamdas PahtuIiO^ 

Mr. W. Lamond, 

Mr. R. W. Buckley. 

Seth Haji Abdoola Haroon, 
(Secretary). 


Mr. D. S. Sasthi, the representative of the Andhra Bank, Ltd., was- 
examined. 

3703. Chairman: Mr. Sastri, you represent the Andhra Bank Limited?' 
—Yes. 

3704. Are you the Secretary of the Bank?—Yes. 

3705. Can you tell us when it was started?—In 1923. 

3706. How much deposit money have you got?—About 5 lakhs. 

3707. Any reserves?—About Rs. 11,000. 

3708. You say that the Chithvalasa Jute Mills were purchased by a. 
European firm of Calcutta. Can you tell the Committee what prevented 
Indian firms from buying these concerns?—Enough notice was not given. 

3709. But did not the European firm who took it over sufier from the 
same disability?—I cannot say. 

3710. Did your bank take any interest in the matter?—No. 

3711. Where are these mills situated?—^Near Vizianagaram. 

3712. Mr. Manu Suhedar: Who were the creditors?—^I am not sure. 

3713. If there was very short notice about the sale of the mills, they 
might have been knocked down at a price which would have prejudicially 
affected the interests of the creditors who would have made great fuss. 
Was there no such row in this case?—I do not know full details of the. 
affair. 

3714. Mr. Khaitan: Do you mean to say that a European firm was able 
to raise the necessary capital within a week while no Indian firm was able- 
to do so?—I do not mean that. The notice given was too short for any 
concern, European or Indian. 

3715. Chairman: You say that borrowing from the Marwaris for capital 
expenditure on industrial undertakings is too costly. Will you kindly tell 
the Cdmmittee whether industrial undertakings have recourse to such 
borrowings even though they are costly? Would you also explain to the 
Committee what in your opinion are the reasons for these high rates- 
charged by Marwaris?—People have recourse to these Marwaris when they 
cannot help doing so, as the rate charged by them is usually high. 
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3716. By the term ‘Marwari’, do you mean the indigenous banker or 
the money-lender?—I mean a money-lender who deals in hundis, and 
lends money but does not receive deposits. 

8717. You say that the only way out of the present difficulty is to have 
an Industrial ank which should count upon Government help whenever 
required. Can you expand your suggestion a little more fully and say what 
kind of Government help"you have in mind?—The Government is at pre¬ 
sent helping the industries through a separate department. If a central 
institution like the Industrial Bank is started, then such of the funds as 
Government is able to spare for the benefit of industries might be devoted 
to the institution. 

3718. Do you mean to say that Goveijnment should supply the whole 
capital?—Only as much money as they can spare. 

3719. Do you mean to say that Government should make a free grant 
to the Bank?—No, they should charge an adequate rate of interest. 

3720. Is it your intention that Government should in future conduct 
its operations under the State Aid to Industries Act through the Industrial 
Banks ?—Exactly. 

3721. I dare say you have read what the Madras Committee say, namely, 
“Government’s attempt to assist industry through the help of that Act 
has met with small response and less success" ?—That is perhaps an argu¬ 
ment in my favour. 

3722. Your idea is that assistance should be given by Provincial Gov¬ 
ernments ; should not the bank in that case be a provincial institution?— 
Not necessarily. 

3728, Then I take it your idea is that the Industrial Bank which you 
propose should be a bank with share capital and the only assistance which 
according to you the Government should give it is assistance under tiie 
State Aid to Industries Act. Now, ‘Industry’ you know is at present a 
transferred subject. If Government assistance is the sole form of 
assistance which you contemplate, then should not yom: Industrial Bank 
be a provincial institution?—Not necessarily. It should be an all-India 
institution with branches in the provinces, and the branches will have 
local boards to look after them. 

3724. You see. Government assistance must be mobile. If for instance 
the Goveminent of Madras gave the bank a loan, they would like the loan 
to be utilised to help industries in Madras. The money cannot be trans¬ 
ferred to Bombay or to Bengal, and therefore it will operate as a sort of 
unpediment to the mobility of funds?—(No answer). 

8725. You say that debentures issued by the Industrial Bank should 
be classified as Trustee Securities. Would you in addition require th-.- 
Government to guarantee interest on these debentures? If so, would you 
have the guarantee limited in any way, such as guaranteeing interest on 
debentures issued only within the first five years, etc. ?—The Central Gm?- 
emment should guarantee interest on the debentures, the bank being an 
all-India institution. 

3726. You also refer to strict governmental control. Will you kindly 
explain how you would arrange for the exercise of such control ?—^Through 
Government directors wfith powers of veto. 
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3727. You suggest that there should be an all-India Industrial Bank, 
as an independent bank in each province will not be able to withstand 
depression in any particular industry, nor be free from local favours and 
prejudices. Would you please tell the Committee whether there are not 
more than one industry in every province and why you think that a Pro¬ 
vincial Bank will be concerned only with one particular industry and be 
subject to the depression in that particular industry?—In every province 
some industries predominate over others, such as cotton in Bombay and 
jute in Calcutta. Now if there were depression in the main industry of 
the province, all the provincial institutions that have made advances, will 
suffer. But if the institution were to he an all-India one, the diiBculty 
would not be so great. 

3728. At presest there is an all round depression in both cotton and 
jute; then according to you, the position of the Industrial Bank under 
such conditions will become perilous?—But an all-India institution will 
be better able to with-stand the depression. 

3729. How? What about the cumulative effect on the various in¬ 
dustries with which the Bank has to deal?—iMy only contention is that if 
there were an all-India institution, it would be better able to meet any 
depression in any particular industry in any particular locality. 

3730. You say that a provincial bank will not be free from local favours 
or prejudices. I take it that provincial banks will issue loans on the advice 
of the advisory boards? Will not those advisory boards be amenable to 
local favours and prejudices?—To some extent; but then there will be the 
modifying influence of the all-India institution. 

3731. Will not an all-India Industrial Bank working through branches 
in the provinces be deprived of opportunities for close contact with local 
industries? To taieet that, you have already proposed local advisory 
boards, though I really do not see how the limitations which you want 
to impose on the working or on the powers of these local advisory boards 
will enable you' to dispense with the need for close contact. 

3732. Can you give the Committee any idea of the share capital that 
will be required for the all-India Industrial Bank that you propose?—I 
have not thought over that matter well. But I think about 10 crores will 
be required. It will depend largely on debentures the bank wiP. be able 
to raise. 

3733. You say that the smaller merchant finds it difficult to obtain 
finance for foreign trade. Can you give the Committee any concrete 
instances where such small merchants find it difficult to obtain accommo¬ 
dation?—I have in mind some two or three merchants of Eajahmundry who 
did approach several banks in Madras but could not get accommodation, 
because they were new to the industry and not so well known in Madras. 

37.34. What sort of merchants were they?—They were dealing in casRew 
nuts. 

3735. What was the volume of the business they were doing ?—I cannot 
give off-hand information. 

3736. Mr. Mann Suhedar: What was the turnover per year of their 
business? One lakh, two lakhs, how much?—I do not know the volume 
of their business. 

3737. Chairman: These small merchants were new to the business?— 
They were. 
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8738. Were they not well known to the banks from whom the^ wanted 
to borrow money?—They were not residing at Madras, but nt Eajahmundry. 

3739. They were new to Madras?—^They were. 

8740. Why did not your bank help them with the money?—We had 
no foreign exchange business. 

3741. Could you not get your bills and re-discount them at Madras?— 
It is difficult for us to mdke arrangements for rediscounting. We have not 
been doing this business and we did not want to (inter into it at that stage. 

3742. Were these merchants in a position to afford proper security to 
the banks from whom they wanted to obtain money?—They were pre¬ 
pared to deposit 10 per cent, of the aWioimt of the bills they wanted to 
discount. 

8743. Even then they did not get any money?—That is what they 
represented to us, and finally they had to give the bills to the Central 
Bank of India for collection. 

3744. Mr. Khaiian: You mean to the Central Bank of India in its 
exchange department?—Yes. 

3745. Are they not able to get finance even from local indigenous 
bankers or local joint stock banks for their local requirements?—So far 
as RajaWmundry is concerned, there is only the Imperial Bank there. 
There are no indigenous bankers there in the sense accepted by you. So 
they had necessarily to go to Madras. 

3746. But I am talking of their local business. Are not the people 
considered to be of sufficient integrity and position that they deserve credii 
from local institutions?—We arc now talking of (ucdit for foreign bills. 

3747. Your complaint is that they coidd not get credit for foreign busi¬ 
ness, from which I understand that they arc not people of sufficient means 
and integrity that a local person would be prepared to help them?--If 
there was a local bank doing this business, it would have certainly been 
prepared to help them regarding these bills; but since there was none, 
they had to go to Madras where they were strangers, and the Exchange 
hanks did not help them, 

3748. Chairman: But do these merchants find any difficulty in obtain¬ 
ing money from banks or indigenous bankers at Eajahmundry?—As I have 
already told you, there are no indigenous bankers there. 

3749. How do they get money to meet their local requirements at 
Eajahmundry?—So far as their usual business is concerned, they get the 
money either from the Imperial Bank^ or from the local Marwari or they 
trade with their own monies. The actual difficulty is they had to sell their 
bills representing produce exported from the country and they could not 
do it because there were no banks in Eajahmundry, 

3750. Mr. Lamond: Do you know if the cashew nuts sent to England 
were for sale in England or were they actually sent against the order of a 
foreign merchant?—It was against an order, but no letter of credit was 
opened. 

3751. Mr. Manu Subedar: Why was that?—Because perhaps they were 
new -to the business. 

3752. It’might just be a trial order?—^No, it was not the first order. 
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3763. Chairman : In any case the bank whioh refused them that accom¬ 
modation was the Central Bank?—^They had gone to all the Exchange 
banks. The Central Bank only took them for collection. 

3754. Mr, Buckley: The Central Bank would not give them facilities 
any more than the Exchange banks; the Exchange banks would 
also have sent the bills for collection?—Because the merchants were 
strangers to Madras, they could do nothing else but to give their bills for 
collection. 

3765. Mr. Manu Subedar: These men had their money locked up until 
the bills were collected?—Yes. 

3756. Would they be able to trade on this basis?—Not for long; they 
would have to get a letter of credit. 

3767. Otherwise, drop out of the export business?—^Yes, completely. 

3758. Is it your si:iggestion that a small merchant has no scope for 
export business of this kind?—That is what I mean. 

3759. Chairman: You say that Exchange banks advance moneys to 
the bigger firtns for the buying and collecting of produce. Will you kindly 
teU the Committee whether these advances are given before the produ.ie 
is ready for despatch to the ports or only on the security of railway receipts 
after it is despatched to the ports?—It is generally against railway receipts 
after despatch to the ports, but at the instance of the importer in the 
foreign country I have known of cases where banks do advance to the 
exporter here for collection of produce. 

3760. Can you give us details of any case?—I have known one or two 
cases in which credits have been opened for the collection of produce at 
the instance of the bank in England. 

3761. _ Mr. Ramdas Pantulu: Can you mention the names of the 
parties?—The importer at London in one case guaranteed the payment 
of the money to the Mercantile Bank and the Mercantile Bank advanced 
money to Messrs. C. K. Narayana Ayyar and Sons. 

3762. Chairman: The security is the guarantee of the party in England? 
—Yes. 

3763. Mr. Ramdas Pantulu: Was that money given for the collection 
of produce?—A portion of the money the party gets on his own acooimt. 
For instance, if he is able to raise money up to ten lakhs on railway receipts 
relating to goods sent to ports, he also gets Ks. 1 lakh from the bank on 
goods in the course of collection or in the course of being railed. 

3764. Chairman: You say that Indian joint stock banks are unable to 
meet the requirements, however small, of the foreign traders. Will you 
kindly tell the Committee why the Indian joint stock banka are unable 
to do so?—It is mostly because of want of funds, but it is also due to their 
disinclination to deal in foreign exchanges. 

3766. But you apparently qualify this statement by what you say in 
the following paragraph where you say "though in some cases they” i.e., 
the export bills "are first discounted by an Indian joint stock and subse¬ 
quently re discounted by an Exchange bank”. As a matter of fact, it is 
for that reason that I put you the question whether in the case of the small 
trader who was in difficulty you could not have his bills discounted and 
thereafter have them rediscounted with an Exchange bank?—If there had 
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teen banks doing this sort of business, it would have been possible, but 
it is not in all localities that you get banks to do it. 

3766. But some banks do it according to your statement?—Yes. 

3767. Mr. Manu Subedar ; Therefore it is rr»t due to the unwillingness 
of the Exchange banks to do it, but to the paucity of banking institutions 
in districts. If there were a large number of joint stock banks or other 
banks linked up with the Exchange banks, even the small merchants who 
are locally well known, but not well known in Madras, would get the 
accommodation ?—Yes. 

3768. Chairman: You did not make a definite statement that the two 
concerns which came to grief were even well known locally?— I did say 
they were known locally and were doing business there. 

3769. You refer to the difficulty about the fixing of rates for discount, 
ready or forward. Can you explain your point a little more fully?—There 
Is always this difficulty when people get import bills in the mofussil. They 
cannot go to any bank for fixing rates and have to depend upon their corres¬ 
pondents in a place like Madras, with whom they fix their rates. 

3770. That arises from the fact that there are no banks at all in these 
•mofussil stations to do exchange business?—Yes. 

3771. You refer to the examination of bank’s accounts by examiners 
appointed by the Government and you suggest later on that recognition 
to member banks can be given or withdrawn by the Beserve Bank on the 
report of such examiners. Will you tell the Committee whether you will 
he prepared to entrust this audit and examination to the Beserve Bank 
itself instead of handing it over to Government ?—I would prefer the exami¬ 
nation to be in the hands of Government only for the present. 

3772. You do not want to hand it over to the Beserve Bank?—Not until 
the constitution is known and details are worked out. 

8773. It can only be handed over to the Beserve Bank when it comes 
into existence and the Beserve Bank can only come into existence when 
the constitution and details have been worked out. Therefore will ^'ou 
kindly reconsider your answer?—I would like Government alone to have 
the power. 

3774. Mr. Khaitan: After the Beserve Bank is established, would it be 
Government who would give facilities to the bank or would it be the 
Beserve Bank from which you would expect financial facilities to be given 
to other banks?—The Beserve Bank would give financial facilities. 

3775. Therefore, would it not be correct that the Beserve Bank which 
would give financial facilities in the shape of re-discounting bills, etc., to 
other banks should have the power of appointing examiners to audit banks’ 
accounts, so that it might fully know the position of other banks?—That 
presupposes that Government exaininers would not work with the Beserve 
Bank. 

3776. Is it your intention that Government should appoint examiners 
and that these examiners should work under the supervision and control 
cf the Beserve Bank?—No, the reports of Government examiners will 
always be available to the Beserve Bank. If they have anything to say 
against the Government examiners, it is up to the Beserve Bank to report 
to Governknent. 

3777. Chairman: The object underlying your intention is that if they 
were controlled directly by Government, you would have more confidence 
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m them in their audit work than if they were controlled by the Eeserva 
Bank?—Until we know the constitution of the Reserve Bank, I would 
not like to venture any opinion. 

3778. You say that auditors are not experts in banking and very oftea 
manipulations in bank accounts lie undetected for a long time. Would 
you kindly mention any concrete cases which led you to make this state¬ 
ment?—I would rather not; it is too personal. 

3779. You suggest that co-operative banks should borrow from other 
banks and not compete with the commercial banks for deposits. Are you 
aware that this question of competition between co-operative and joint 
stock banks has been fully gone into by the Madras Provincial Banking 
Committee who have reported that the competition appears to them to 
be fair?—I do not agree with them. 

3780. In your written memorandum you say that “when the deben¬ 
tures of land mortgage banks and co-operative societies are given the same 
recognition and validity as those of qwasi-governmental bodies like Port 
Trusts, Municipalities, etc., the unhealthy competition now existing 
between co-operative banks and commercial banks will disappear”. How 
will it disappear? In the first place, I think I am correct in saying that 
co-operative societies are not issuing debentures? 

Mr. Ramdas Pantulv, : The provincial banks do issue for certain purposes 
long-term debentures. 

3781. Chairman: In any way when debentures are given the recogni¬ 
tion you refer to. how will competition disappear?—I am referring here to 
short-term money and so far as that is concerned, co-operative banks ought 
not to be competing with commercial banks. 

3782. You have not said that land mortgage banks and co-operative 
societies should be restricted to debentures and not allowed to take short¬ 
term accommodation except through commercial bank; that was my diffi¬ 
culty. So what you really want is thai they should not take any short¬ 
term deposits except through commercial banks?—Yes. I have said that 
already. 

3783. You refer to money-lenders in your written memorandum and I 
do not see the connection betw'een the two?—It is onlv a repetition of what 
has already been said. 

3784. Mr. Manu Subedar: By ‘validity’ you mean they should be made 
trustee securities?—Yes. 

3785. Mr. Khaitan: What you really mean is that if debentures are 
given that status, all their requirements would be met by debentures and 
they would not have to receive short-teikn deposits ?—I said that co-opera¬ 
tive banks should go to the villagers themselves to secure deposits; they 
now go to the towns where the deposits come from middle classes. 

3786. Chairman : You suggest that the use of the word ‘banker’ should 
be restricted to those who obtain previous permission of the Registrar of 
joint stock companies and who submit periodical statelments as to their 
position, etc. Would you require these statements to be audited by 
qualified auditors?—Yes. 

3787. Would you allow the term ‘banker’ to be used by any person 
whodid not receive deposits from the public?—No. 
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3788. You suggest that foreign banks doing business in India should 
be required to keep a certain proportion of deposits, received in India, 
as a reserve fund with the Government or the Eeserve Bank. Would 
you explain to the Committee the object of this suggestion?—We do not 
know what exactly is the position of Exchange banks and the suggestion 
is made to provide a sort of safety for the depositors. 

3789. You say that Indian money is utilized to help the trade of the 
countries to which the Exchange banks belong. Do you mean the trade 
of the foreign countries with India or the trade of the foreign countries 
with other foreign countries than India?—Both. 

3790. You say that restrictions should be placed on the Exchange 
banks in regard to their receiving deposits and that their deposits should 
never exceed the total amount invested by them in financing the foreign 
trade of Indian merchants. Is it your intention that Exchange banks 
should not finance any portion of India’s foreign trade which is handled 
by non-Indians?—Not with Indian deposits. 

3791. You say the minimum amount of paid-up capital of a bank may 
be fixed at Es. 1 lakh. Do you think that a uniform limit of Es. 1 lakh 
would be suitable to all banks, whether they are small banks started .in 
small centres or large banks in big centres?—In big centres the minimum 
may be put up in relation to its population, but so far as small centres 
are concerned, it should not be less than a lakh. 

3792. Therefore one lakh would be your absolute minimum, but there¬ 
after you want another minimum on a sliding scale varying with the 
population of the locality where the bank is to be opened?—Yes. 

3793. You propose that during the days of infancy of banking in India, 
a minimum of fluid resources to be kept by banks should be prescribed. 
Can you tell the Committee how you would fix the minimum?—There are 
some agreed conventions about it. So far as cash is concerned, banks 
generally have Id per cent.; generally fluid resources are worked out on 
certain main principles. 

3794. Are these main principles or agreed conventions already exist¬ 
ing?—They do exist so far as co-operative banks are concerned. 

That is a different matter; I thought you did not like co-operative 
banks. Do you want these standards to be taken with reference to the 
figures adopted in the case of co-operative banks?—Slight modifications 
may be necessary in the case of commercial banks, but they should be 
standardised. 

3795. I presume you have not thought about the matter?—I know it 
for certain what the fluid resources are and if necessary, they could be 
worked out and exactly fixed; but it is a matter for experts to decide. 
When once it has been decided upon, it should be made a rule. 

Suppose the opinions of the different experts differ?—The other day 
wo tried to find out from an expert body what proportion they would 
suggest, but they could not suggest any. I thought you as an experienc¬ 
ed banker, might be able to give us some assistance in regard to the 
fixing of a minimum?—A minimum could always be fixed in relation to 
the locality and the sort of business the bank does. It cannot be always 
absolute. 

3796. I am quite prepared to admit that you can lay down any arbi¬ 
trary minimum, e.g., 10, 15 or 20 per cent. But as soon as you say that 
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the minimum will depend, firstly on the locality, and secondly, on the 
nature and volume of the business done by the bank, naturally it becomes 
difficult to lay down any minimum. It can be laid down with reference 
to the capital of a bank, not with reference to the population of the 
locality?—Not writh reference to the population, but to the necessity and 
demands of the locality. The bank would know its day-to-day business. 

3797. Mt. Manu Subedar: Will you not leave it to the Directors and 
Managers of the bank?—Sometimes they do it. 

8798. When you refer to fluid resources, you refer to cash on hand with 
bankers?—Not merely cash with bankers, but also to fluid resources. 

3799. Who would determine whether a particular bank was carrying out 
this regulation or not?—It could maintain a statement in its own books. 

3800. Who would sec this statement?—The Government examiners 

could see whether it is maintained. 

3801. Would it be for the satisfaction of the Government examiners 
that they are keeping a minimum?—^To see that the Bank is working on 
safe lines. 

3802. Supposing they were working on unsafe lines?—It would he for 
the Government examiners to point this out to the higher authorities or 
to the Beserve Bank and the bank concerned would have to offer expla¬ 
nations. 

3803. If a bank was not keeping within these regulated provisions, 
would you see that the facilities given to it by the Reserve Bank, or by 
the larger banks if it was a small bank, are cut oS?—Yes, in that case 
their facilities must be cut off. 

3804. Your intention is to safeguard the depositors of the bank?—It 
is to safeguard the position of the bank itself. 

3805. How would you carry out that intention in practice?—^I have 
been saying that a particular standard has to be maintained. 

3806. And Government examiners have to find out if that standard is 
maintained?—Y)es. 

3807. Chairman : You say that savings bank deposits should be 
specially protected by investing 60 per cent, of such deposits in long-term 
debentures of industrial and land mortgage banks and creating a trust 
in favour of the depositors. Have you considered how far this will affect 
the attitude of banks in receiving such deposits?—The banks will begin 
to appreciate this sort of arrangement, because if such restrictions were 
imposed, the deposits are bound to improve. 

3808. If such regulations were made, would not banks haVe to assume 
responsibility for the solvency of these debentures?—Yes, they can sell the 
debentures. 

3809. But that does not follow that it would always be possible to 
sell these debentures in the market and to get a proper value for them?— 
I do not quite follow. 

3810. If you insist that a bank should maintain a particular class of 
securities, naturally it may say ‘I have no further liability in regard to 
these deposits'.—The bank cannot deny th© liability. Only it might offer 
some other securities instead of debentures. The chief point is only the 
creation of a trust. If the Bank desires, it may select whatever securities it 
likes. 
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3811. Then what is the point in introducing these restrictions?—^It is 
a safety for the depositors. 

3812. Would not these restrictions rather weaken the safety instead of 
enhancing it?—The 50 per cent, is not absolute. As a matter of fact, 
'tanks generally keep a lot of their savings bank deposits in Government 
securities or in other interest-yielding paper. When they do so, they will 
not find it a hardship to transfer the custody of such securities to an in¬ 
dependent body, so that the assets may not be available to the general 
body of creditors in case of liquidation, the object eventually being to 
earmark in this way 50 per cent, of the deposits. 

3813. Chairman: How do you intend to create a trust?—I moan to say 
tthat the property should be kept in a trust. 

3814. What sort of trust you mean?—Any trust can be created by a 
bank. One person should be appointed from the directors and one from 
outside. They will be called trustees and they will hold in their name 
60 per cent.. 

3815. What is the harm if the bank holds it itself?—No, because there 
will be no special protection to the savings bank deposits. 

3816. Is this protection really required?—Many people do not go to the 
bank because of the fear they have for the safcjty of the bank. 

3817. You are probably talking of banks of a certain type. Bo not 
people flock to properly established banks?—That is not so in all cases. 
In the city it may be so but in the mofussil it is not so. 

3816. Would it not be better to stop these small banks from starting 
savings bank department until their stability is fully assuredi?—That is 
putting 00 the deposits for some time. 

3819. Mr. Manu Suhedar: They have the facilities of savings bank 
j'n the post ofiSce?—They will go to the post office in the same way as 
they go there for registration and telegrams. 

3820. Do you want them to be familiar with the banks?—Yes and I 
want to give them certain protection. 

3821. Chairman: What are the co-operative banks doing in regard to 
their savings bank deposits?—I think some banks have that department 
and some have not. I do not know much about it. 

3822. Mr. Manu Suhedar : With regard to the debentures of industrial 
and land mortgage banks, do you think there will be a sufficient market 
for them? Do you think that the issue of these debentures will have 
such a popularity that they will have sufficient market and they would 
stand at par?—If they are made trustee security, then I expect so. 

3823. Do you suggest Government guarantee also for the first ten 
years ? Let us take' an instance that the debentures are issued after ten 
years without Government guarantee. In that case I suppose they will 
not be included in the trustee list. So. do you think that they will 
be sold at par?—I expect so. 

3824. Chairman: Your object being to create confidence, will it not be 
achieved bv proper regulation of banks and by a sound balance-sheet?— 

No. 

8825. Mr. Khaitan: I think your intention is that by creating a trust 
ytou want to popularise the banks with the public and make their deposits 
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quite secure and at the same time create a better market for the long¬ 
term debentures of industrial and land mortgage banks. Am I correct 
in my understanding?—I am not so much for popularising debentures. 
My reason is to safeguard the interests of the savings bank depositors. 

3826. For that purpose you intend that savings bank deposits should 
not go in a pool with other deposits operated by the banks?—Yes. 

3827. Chairman: You suggest that a shareholder’s right to file a com¬ 
plaint against a bank should bo allowed to be exercised only if a iudge, 
after taking evidence in chambers, is satisfied that a prima facie case 
has been made out. 'Have you considered whether the Judgje’s opinion 
would not be misunderstood by the ignorant public as if the case against 
the Bank had been proved and whether this would not defeat the object 
you have in mind?—There is certainly a possibility of that sort of im¬ 
pression being created among the public. But it is not necessary to 
appear in a court unless a prima facie case has been made out. Even if 
a case has been made out, I think a statement from the bank along with 
a certificate from the Government examiner or assurance from the j^serve 
Bank might be able to remove misunderstanding. 

3828. Has your bank been ever faced with the difficulty like this?— 
No. 

8829. You say that there is want of sufficient scope for employment 
of students who have undergone courses of banking and commerce in the 
Andhra University. The other day the 'Principal of an important college 
of commerce in Bombay told us that not one of his students was un¬ 
employed. Can you tell me what in your opinion are the reasons for this 
unemployment in your province?—Because there are not many hanks 
there. 

3830. May I refer you to your memorandum in which you say “When 
there is the necessary initiative to establish a bank, trained men are not 
found or, even if found, etc." You say also that trained men are there 
but there is no scope for their employment, as there are few banks. You 
also state that one of the reasons why there are not many banks is that 
there are no trained men to work these banks. So, both these state¬ 
ments are quite contradictory. Is it not?—There may be trained men, 
but at times it happens that certain banks do not want outsiders to come 
into their institutions as they provide some of their own .men with jobs and 
exclude trained hands. 

3831. What is the solution?—^More supply and more banks. 

3832. You say that the banks are not started because there is r, lack 
of men. You further iK>int out that even if the men are there, the pro¬ 
moters of the banks want to give employment to their relatives in pre¬ 
ference to those other trained men. So, I want to. know what solution 
can be reached?—I think one should insist on minimum qualifications 
in the case of higher appointments. 

3833. You say that these banks should give their higher posts to the 
trained men holding institute certificates. As it is, how can that be en¬ 
forced? Is it that the bank can bo stopped from functioning as a bank 
if it happens that those holding higher posts do not possess any certi 
ficates?—I would not say that they should be forced, but pressure should 
be brought to bear upon them by Government examiners or by public 
opinion. 
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3884. Is it not the case that it is public opinion which is really re¬ 
quired?—^Perhaps at a later stage. 

3835. You say a convention should be established whereby a bank 
should take up every year a cert^ain number of apprentices and train them 
up without any obligations to entertain them in their service, care being 
taken that the probationers do not subsequently join or start rival insti¬ 
tutions in the same district for some years. If the banks training the 
candidates do not undertake to employ them, is it reasonable to insist that 
t^iey shall not be taken by other institutions or shall not start an insti¬ 
tution themselves?—It is not so much for the banks but it is for the sake 
of candidates. So far as I know banks will not be willing to train up 
men unless they can provide them in their own institutions. But if a 
provision as recommended by me is made. I think they will be willing to 
do so. 

3836. You say that banks should somehow or other establish a conven¬ 
tion under which the existing banks will have to take a certain number 
of men and train them. You can take up people with an eye to vacan¬ 
cies in your bank. If that is so, your intake must be very restricted. It 
depends on the vacancies in your bank. On the other hand you may 
take over these people, simply train them up and leave *hem to secure 
an employment. But if you impose the conditions 1 have mentioned to 
you, what are the chances in the first place of their securing employ¬ 
ment, in the second place what are the chances of another bank being 
opened at the same place where your bank is, because it will not get train¬ 
ed men?—I am putting this restriction so far as that district is con¬ 
cerned. 

3837. One district may have a very large area?—People from other 
districts can give help to thoso who are anxious to open a bank. 

3838. It means that they must leave their home and go away some¬ 
where else and try to earn their livelihood?—-Yes, that is more enter¬ 
prising, I think. 

3839. Mr. Ramdas Pantulu: Do you mean to say that if a man is 
trained in a certain bank and if he goes to anoth(;r bank later on, he suc¬ 
ceeds in taking away the depositors of the bank in whieh he was trained ? 
—Yes. Banks are therefore, unwilling to undertake to train men, be¬ 
cause, they are afraid that the whole secrets of their banks will be divulged, 
if the man trained in their bank goes to another bank in the same loeality 
or in the same district. 

3840. Mr. Buckley : Can you guard against this without interfering with 
the liberty of Indian subjects?-—^No. 

3841. Mr. Ramdas Pantulu: Have you got any objection if the man 
trained in one bank goes to another bank in the same locality after two or 
three years?—^I have put down the period as five years. 

3842. Do you say that this condition should be laid down in the Articles 
of apprenticeship?—Yes. 

3843. Chairman: Do you seriously mean that those young apprentices 
who will serve in a bank'for, say, two or three years, will manage to get 
sc much insight into the secrets of the bank that when they go to another 
bank they will take away the business of the first bank?—Certainly, they 
can. They can take away the fixed deposits, because they at times come 
into personal contact with depositors. 
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8844. How can the apprentices have personal contact with the depo¬ 
sitors?—-They sit at the counter and they get access to every book and 
every customer of the bank. 

8845. Mr. Manu Subedar: Do you think that any boy will take the 
risk of going to a bank for training under your conditions?—There is no- 
risk, because that boy can go for employment in another district. 

3846. Suppose a man gets a training in the Imperial Bank or the 
Central Bank who have so many branches at various places, do you- 
propose to put this restriction that he should not go to either of these 
banks in other districts?—No. 

Mr. Khaitan: What is the guarantee that the existing members of the 
bank will not leave the service and join another bank?—^There we cannot 
help it. When we take up a man for service in the bank, we think 
that in all probability he will not leave us. But in the case of the 
apprentice we know that after being trained he is sure to leave us. 
That is a great difference between these two cases. 

3847. Chairman: Will you tell the Committee whether there are any 
facts in your experience which have led you to suggest these restrictions 
on the training of candidates?—I have known such instances and I can 
say that there is always this fear which I have mentioned. 

3848. Did anybody approach you for taking him up in your bank as 
an apprentice?—Yea. 

3849. Have you taken anybody who has gone away to another bank 
taking away with him several of your customers?—Yes, there is one. 

3850. Is it so? I thought your bank is the only bank in the locality?— 
There is another bank in the locality which is opposite our doors. We 
had taken up a boy as an apprentice and after working for ten months, 
he went away to another bank taking with him some of our customers. 

3851. Seth Haji Abdoola Haroon: Do you not think that banks in 
Bombay will afiord these facilities ?- 7 -I do not think so unless they 
are sure that there will be some scope for getting that man employed 
in their bank. 

3852. We want to increase banking education to the young men, then' 
what is the solution?—As far as I know banks try to avoid giving such 
facilities. 

3853. We were told by the Principal of an institution that he foimd 
no difficulties in arranging for the practical training to the best of his 
knowledge. He says that joint-stock banks in Bombay at any rate do- 
take young men for training, of course irrespective of their service require¬ 
ments. \^at do you say to this?—^If I get the names of the banks that 
have been kind enough to take students, I shall be very glad. So far as- 
I am aware only one institution gives these facilities. 

3854. If one institution is doing that without being afraid of these 
eventualities, why should other hanks be afraid? You say that is your 
bitter experience?—^No, I will not say that it is my bitter experience. 

I will simply say it is my experience. 

3855. Mr, Bamdas Pantulu: T understand that the Provincial Co¬ 
operative Bank also gives such facilities?—^It is an Apex bank with no rivals 
in the province but I am talking about the commercial banks who havn 
rivals in almost every place. 
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8856. Chairman: You refer to the Indian joint stock banks being 
hampered by the imfair competition of Exchange banks. Would you 
tell the Committee the directions in which this competition exists and 
why you consider it unfair?—The competition is unfair in several cases. 

8857. What are the directions in which there is an unfair competition? 
—^Firstly, it is in the case of deposits. An exporter goes to the Exchange 
bank in consideration of the facilities he gets oot only in connection withj 
exchange business but also in inland trade. I have already stated in 
memorandum that as the Indian joint stock banks are unable to meet the 
requirements, however small, of foreign traders, the latter are driven tot 
the Exchange banks so that the benefits of the other business of those 
firms such as inland trade, deposits, etc., are also lost. This is also the 
case with insurance companies. The Exchange banks favour them by 
influencing the exporters in insuring with certain companies only and 
naturally the insmance companies go to the Exchange banks. 

3858. Mr. Manu Subedar : How can anyone deposit in the Exchange 
banks, because they pay a lower rate than the joint stock banks?—The 
question of rate does not matter much to the merchants. They get other 
facilities. 

3859. Chairman: Is it your personal experience? I am asking this 
question because an Indian manager of an Indian joint stock bank told 
us the other day that there was no unfair competition between the Exchange 
banks and the Indian joint stock banks in regard to deposits?—Yes. 

8860. Mr. Bamdas Panfulu:Where were you before?—^I was in Madras, 

3861. Chairman: In whose employ?—^I was with the Madras Branch 
of the Central Bank. 

Well, as you were in the Central Bank, let me toll you now that the 
Managing Director of the Central Bank himself told us the other day, 
that there was no unfair competition on the part of the Exchange banks?— 
Perhaps, this particular matter to which I am referring might not have 
been brought to his notice. I can tell you what happened in Madras. 
A hide and skin merchant had placed on‘deposit Es. 1 lakh with the 
Central Bank in Madras. He was given various facilities and he was 
also promised facilities for foreign exchange business. But sub¬ 
sequently he was not given those facilities because we received instruc¬ 
tions to that effect from the head office. He, therefore, placed his deposits 
with the Chartered Bank. 

3862. That does not establish your proposition. In this case the. 
merchant was promised certain facilities by the Central Bank which they 
decided later not to give him. He, therefore, went to the other bank. 
The Central Bank is doing exchange business, and if that bank had given 
him the facilities for foreign exchange, he would not have gone to the 
other bank. But for some reasons best known to the Bank, the head 
office of the Bank did not give these facilities to him. If the Central 
Bank was not doing foreign exchange business, then your proposition 
would have some meaning. I believe the Central Bank is also doing 
exchange business in Madras. Is it not?—Yes, but there is a certain 
limit. 
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3863. I am trying to get from you your personal experience. ' You say 
that you were in the Central Bank in Madras and you make a statement 
with your experience of that bank. We have before us a statement of 
the Managing Director of the Central Bank which clashes with your 
statement. And naturally I am rather interested to get the information 
which you are able to give. My point is this. In this particular case you 
quoted you do not establish your proposition. What you say is this. 
Krstly, the Central Bank at Madras does exchange business; secondly, the 
branch of the Central Bank at Madras tried to secure this client by promis¬ 
ing to do his exchange business; thirdly, the head office of the Central Bank* 
refused to give that concession to him; and fourthly, the man left the 
Central Bank and went somewhere else. That does not establish your 
proposition. However, I do not wish to pursue this matter any further. 

3864. Mr. Khaitan: I think the point is this. The fact remains that 
the deposit of Rs. 1 lakh went to the Exchange bank. These Exchange 
banks can do their business on deposits and therefore they accept deposits. 
So, I say it is a case of competition. If the Exchange banks had no 
right to receive deposits, that deposit would have gone to other joint 
stock banks. 

3865. Chdirman : But the point is this. If a man wants to remit 
money to London or to a foreign country in connection with the financing 
of foreign trade, he must go to the bank which is doing exchange business. 

3866. Mr. Khaitan : Not necessarily, there should be a margin kept 
for the letter of credit. A certain margin should be deposited with the 
Exchange bank and it is not necessary that merchants should have 
deposits with the Exchange banks. 

3867. Mr. Buckley: Am I right in assuming that the merchant deposit¬ 
ed his money with the Exchange Bank of his own free will and not 
because he was forced to do so?—I cannot say that it was due to compul¬ 
sion that he deposited his money, but in order to gain the good-will of 
the bank so that they might help him well in his foreign exchange business 
he might have done so. 

3868. Is there anything wroqg in a bank asking its customers to deposit 
some money in return for the facilities that the former are prepared to 
grant the latter, to encourage mutual trust and good-will as you say?— 
There is no harm in opening a current account, but here in this case it 
was a fixed deposit account that the merchant opened with the Exchange 
Bank. 

3869. Mr. Manu Subedar: Then is it your point that the merchant 
loses some interest because he deposited his money with the Exchange 
bank instead of the Central Bank of India, in which case he stood to 
gain a little more interest?—^Yes, that is also another consideration. 

3870. Then your point is that because the deposit goes away from 
the hands of the Indian joint stock bank into the Exchange Bank, it 
works prejudicially against the former?—That is why I say that there 
is unfair competition. 

3871. Mr. Lamond: Would not a merchant be justified in having all 
his accounts with one bank alone which can oSer him all the facilities 
that he wants?—From the merchants’ point of view it may be all right, 
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l>ut my point is that but for the foreign Exchange Bank intervening th,e 
Indian joint stock bank would have got the deposit. 

3872. Chairman : You say Industrial Banks should help in the develop¬ 
ment of industries which have natural advantages in India and could 
ultimately be worked successfully. Would you tell the Committee how the 
Industrial Bank would ascertain that an industrial concern asking fo? 
assistance belongs to the category mentioned by you?—That could be 
done by Industrial experts. The bank might have its own experts or they 
might requisition the services of Government experts. 

387S. You say that there has never been any lack of co-opsration 
between the existing Indian banks. Can you tell the Committee whether 
this co-operation has taken any practical shape, like for instance the 
Exchange Banks’ Association?—^They have not formed themselves into any 
association. 

3874. Then what is your reason for saying that there has been co¬ 
operation?—I only mean it in the sense that they are not quarrelling with 
each other. (Laughter.) 

3875. You say that admission to the Clearing House has always been 
a jealously guarded monopoly of the members where the Exchange Banks 
are generally in the majority. Would you tell the Committee from facts 
within your personal knowledge or experience whether any Indian bank 
has found it difficult to obtain admission?—The Bank of Hindusthan, 
which has been started about a year ago, has found it difficult to get in 
as a member and is still, I understand, out of it. My information is that 
on the application of the Bank, all the Exchange Banks voted against 
•entry while all the Indian banks who are members of the Clearing House 
were for the inclusion. I understand that there was similar difficulty 
in the case of the Punjab National Bank. 

3876. Has your bank tried to join the Clearing House?—No, we are 
in Masulipatam and we are not interested in becoming a member. 

3877. Mr. Buckley: The whole object of a Clearing House is to easily 
facilitate the clearing of large numbers of cheques. Is that not so?—^Yes. 

3878. Do you not think as the Hindusthan Bank is only one year old, 
it is possible that there might not be enough cheques for it to pass through 
the Clearing House and that might be the principal reason why it was not 
admitted?—If they had not enough cheques, the bank would not have 
applied for inclusion. 

3879. Mr. Lamond: Do you know how many Clearing banks there are 
in London?—I don’t know. 

8880. Would it surprise you if I tell you that there are only about 9 
•clearing banks attached to the Clearing House in London?—Possibly it 
might be so. 

3881. Mr. Khaitan: Do you know how many branches these clearing 
banks have?— 

3882. Mr. Buckley ■. Oh, any number. Something like 8,000 or so. 

8883. Mr. Khaitan: Do you not think that if a bank is not a member 
of the Clearing House, it loses its prestige in the eyes of the public and 
consequently its current account business will not develop?—^That is s6, ■ 
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8884. ChaiTrHQn ; May I take it that it is your view that adtniBsion to 
tie Clearing House should riot be jealously guarded?—At any rate it should 
not be so restrictive as at present. Moreover, applioations are turned 
down because ol racial considerations. 

3886. I am aot ccmcemed with racial discrimination at all. I only w'a&t 
to know your views In the matter?—It should not be a monopoly, but 
it should be guarded, 

3886. Therefore you will admit that in the case of a bank like th© 
Hindusthun Bank which has been established for only a year there might 
he ether reasons then racial for its being refused admission to the 
Gteariirg House?—But in this particular case I think it was due more to 
^)e B3aaopolistio tendency. It is a very promising bank and the Managing 
Hvootor, Mt. Yidya Sagar Pandya, is a very popular and influential 
gentleman. 

8887. Is it yout view that admission to the Clearing House should 
depend on the person in charge of the aSairs of the bahk ?—Personality and 
the position of the Managing Director as also the position and status of 
the'bank must ■be taken into consideration. 

3888. They are both cumulative?—Yes. 

3880. Therefore won’t you admit that even if a person who runs the 
hank is a first class experienced banker, there may still be some justification 
.tor refusing the bank admission to the Clearing House during the first or 
'Second year of its establishment on other than racial considerations?— 
fhere may be some justification. I don’t deny that. 

3890. Mr. Menu Subedar: Do you imply that so long as there ave not 
Sufl5cient number of Indian banks and the foreign banks arc in a large 
number at most of the centres, the admission of an Ind'an bank should 
not be jeopardised because it is Indian?—That is exactly my point. 

8801. How do you propose' to eliminate that fear? Would you give 
the power to the Eeserve Bank as and when established to deal with 
thesft matters?—The matter must be left entirely to the members of the 
t^e^ing House. 

3892. Chairman: You probably are not aware that it is the iniention 
to invest these powers with the Reserve Bank when one is establishedt 
Very well, we will leave it at that. 

3893. You say that salaries paid in Indian joint stock institutions hre 
not high enough to attract the best men. In a later paragraph, you 
mention that at present, people with experience and knowledge of banking 
affairs are very few. In view of this would you explain your reference 
to inadequacy of salaries?—I have in mind two classes of people. Under 
'the first class I include all those who have had sound banking education 
and have had enough of practical training and experience in the working 
of banks who are very few in number, and under the second class I would 
include those- who have had only theoretical experience and just out of 
college. What I refer to is that the first class of men are not attracted b^ 
the salaries offered at present. 

3894. You say there is no scope for usance bills in an agricultural 
■eoimtry like India where the produce is sold outright for cash and is 
bubscqwently exported. Is it not a toct that it is only the surplus produce 
thi4 is exported and that there is a large inteiftal ttxtdfe in Indian peodaob? 



Ifl ihete not scope for thP use of usance bills In this ihtOftial trade and 
also in the distribution bf the imported goods?—In the matter of internal 
trade in this country between the seller and the wholesale buyer it does 
not generally take more than a week or a fortnight for the goods to reach 
the destination, and as soon as the goods arrive at their destination, 
they are sold out to smaller dealers and through them to the consumers, 
so that the interval between these transactions is very little and no usance 
bill is really required. But in the case of foreign transactions a delay of 
about two months is common and so the usance bill will be of use ia this 
case. 

3895. Mr. Mdnu Subedar: You suggest that in order to build up a 
reserve, the banks must be forced to set apart a certain percentage of its 
net profits to the Reserve before dividends are declared. Supposing hi 
one particular case the dividend declared is only 2 per cent., would you 
still make a provision that something should be set apart to the Reserve? 
When the amount available is more than 6 per cent., I can very well 
understand your argument.—If no dividend is declared, that will also 
reflect upon the bank as the public will not have much faith in that 
concern. My whole point is that at least some little portion of the net 
profit should be sot apart for the Reserve. 

3896. You say that the Imperial Bank, except in a few cases, has 
never sympathetically looked upon struggling Indian banks but have 
competed with them in an unsympathetic manner. Do you mean to 
imply that the competition is caused mainly because of its superior positioh 
and the fact that it is able to command a large amount of Governmeni 

’oney, or do you imply that the Imperial Bank goes out of its legitimate 
th and hampers your progress in an unscrupulous manner?—They don’t 
p other Indian banks. If they stop with doing their legitimate duties, 
n nobody has any complaint, but they are really going out of then? 
f in several respects. 

3897. Would you explain how they are going out of their way?—Yes, 
y threaten the customers of the Indian joint stock banks by asking the 
ner not to co-operate with the latter on pain of losing facilities from 

Imperial Bank. 

88^. Do you mean to say that they actually go out of the wr.y and 
lace merchants and others not to co-operate with the Indian joint stock 
mks?—^Yes. I can speak to you about a concrete case that has happened. 
One of the members of the local Advisory Board of our Cocanada Branch 
was advised to cease all connections with a branch of our bank and lie was 
further threatened that if he promised to do so, they would wait for two 
months whether he actually acted up to his promise or not and then only 
help him as usual in his banking requirements, etc. 

8899. Chairman: Have you got branches also?—^Yes, we have a branch 
at Cocanada and another at Hyderabad. 

8900. Mr. Rnshforth: May I siiggest that this subject should be 
diBtfuBSed confidentially? 

Chaiffnan ; Not until the witness desires us to do so.- 

8901. Witness: I have no objection to facts revealed by me to Be" 
discussed in public, but 1 only request that the name of the party maty 
not be revealed, lest it should work prejudicially against him. 
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(At this stage thei witness handed over a letter written in Telugu tp 
the Chairman which dealt with the incident referred to by the witness. 
Mr. Eamdas Pantulu promised to get the letter translated for the benefit 
of the Committee.) 

3902. Chairman,: Evidently this incident has happened at Cocanada, 
for I find the letter is issued from Cocanada?—Yes. 

3903. Mr. Manu Subcdar: You say that the Imperial Bank is not re¬ 
discounting your bills. Have you ever approached the Imperial Bank to 
grant you re-discounting facilities?—We requested them to grant us over¬ 
draft but instead of granting that they said they will grant us only re¬ 
discounting facilities, and so we declined to accept the offer. 

3904. Then your statement in the written melmor.andum that the 
Imperial Bank does not re-discount bills of other banks is not correct?— 
For our part, the Imperial Bank said that they will give us facilities 
half-way in respect of both over-draft and re-discounting. There was a 
special reason why they went to at least that length. This was because 
our Managing Director in 1927 helped the Imperial Bank in realising a 
large amount of its dues from a certain party. Because the Imperial Bank 
would not give us both the facilities in full, we declined to accept them. 

3905. Mr. Manu Subedar: You say that the Imperial Bank should be 
relegated to the position of Exchange banks. Do you know that other Ei- 
tohange banka are companies registered in foreign countries. If the rela¬ 
tions of Gevernment with I lie Imperial Bank cease, after the establishment 
of the Eeserve Bank, the Imperial Bank will have to work as an Indian 
bank registered under the Indian Companies Act, and therefore it cannot 
have the same position as tJie other Exchange Banks?—So far ns Indin 
is concerned, there are no restrictions. 

3906. But you have said that after the Eeeerve Bank is establishec 
the Imperial Bank should have no facilities from Government?—It can b 
an Exchange bank for the country; and the Government will give it tt 
benefit of its foreign exchange business. 

3907. How can it be relegated to the position of Exchange Banks?— 
have said, "the position of an Exchange bank.” 

3908. Do you imply that the Imperial Bank, if freed from its presei 
restrictions under the existing Act, will of its own accord go in for oxchang 
business, or do you imply that the Government should give it facilities t 
do exchange business?—I said that Government should give it facilities tc 
do exchange business for the country. It should still be a Government 
bank and yet it should work in a different field. 

3909. Would it be a desirable thing for this country to place the Im¬ 
perial Bank in such a position? Do you think it would be a desirable 
thing for Government to encourage this?—^It is desirable, since the Im¬ 
perial Bank will in that capacity be more serviceable to the country. 

3910. You i uggest that the money-lender, should be forced to change 
his methods and should be required to take out a license before he could 
start regular money-iending business?—^I have already stated earlier in 
my memorandum that the money-lender’s money must be made unlend- 
able except at the rates which the banks charge for their investments. 
The money that is lent by the bank will be at a particular rate, and if the 
money-lender is not able to get a higher rate for his lendings, he will not 
be able to earn any profit. 
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8911; You want to control the moneylender’s business. Do you not 
tTiinV that ultimately the agriculturist will suffer from want of easy atid 
sufficient funds?—I would suggest that the co-operative banks should under¬ 
take to lend money; the land mortgage banks can also help the ryot. 

3912. Do you want co-operative bunks and land mortgage banks to 
step in?—^Yes, to help the ryot. 

3913. Do you not advocate that new joint stock banks like your own 
should come into existence?— 1 am in favour of more joint stock banks. 

3914. You refer so often to unhealthy competition among various banks? 
I put it to you whether you are not competing with other banks in you? 
place ?—I am, I cannot keep out of it when other banks come into the-com¬ 
petition. 

391.5. Mr. Lamond: On page 1 of your memorandum, p.aragraph 4, you 
say, “there is no chance of any industry developing under the present 
circumstances unless long term credit is available.’’ You have also quoted 
four cases of mills which you say went into liquidation as the Imperial 
Bank did not eom'e to their help in time. Have you any knowledge of the 
oircum'sCanties in which credit was withdrawn from them? Do you n.^t 
think that if the Imperial Bank did not offer any assistance, that might 
have been because the position of the mills did not warrant it? And 
if these mills were bad cases for the Imperial Bank, do you not think that 
they would be bad oases for the Industrial Bank as well?—^My idea of th^ 
situation is that if there had been an Industrial Bank in existence, these 
mills would net have come to grief, because the Industrial Bank by offering 
long terra credit to these companies would have saved them from ruin. 

3910. Do you not think that their failure was due probably bad 
management?—I do not agree that it was due to that cause alone. My, 
nformation is that they asked for long-term advances which were refused; 
hence they had to go into liquidation. 

3917. Would another commercial bank have advanced any money to 
these companies under the circumstances in which the companies were 
nlaced?—I do not know about other commercial banks, but I am sure th.-it 
ie Industrial Bank, if one had been in e.Kistence at the time, would 
jertainly have helped these mills. 

3918. Do you not believe that these mills were not working with suffi¬ 
cient capital?—That may have been, but I maintain that 'an Industrial 
Bank would have been expected to give the necessary assistance even under 
such circumstances. 

3919. Your statement from one end to the other is so full of contradic¬ 
tions that it is really difficult to argue the matter any further. Dor instance 
■on page 7 of your memorandumr you say, “the Imperial Bank except in a 
few instances has never sympathetically looked upon the struggling Indian 
banks but has at every opportunity entered into competition with them 
at times even in an unscrupulous manner’’. Then on page 10 of your 
statement you say, “It (Imperial Bank) also lends to other banks against 
Government securities and to industrial concerns against raw produce, etb. 
Indigenous bankers and multani and m'arwari money-lenders arc also 
.■financed to.large extent.’’ Then again, on page 11, you say, “In times 
of.difficulty, there is no instance of,• the Imperial Bank having .issisted 
.Ijp4iapf • Bank except it be against .‘deposit of Govamment securities. * ’.• .dE 
paean , thft whole thing is a ,Bi^pg,.of oontradietiona?rT-I db not find .-any 
contradiction in any of these. 



8920 . There are bq raany contradietionB that it ie not vortb while goin^ 
hlfe details ?-r-J do not fin4 any contradiction in the siiateme^ts that yon 
have read ont in me. I have merely mentioned facts. 

3921. On top of page 11 you have said, “Instances are not wanting 
where promoters of a new bank are dissuaded fronr the work, where bor¬ 
rowers of a new branch of a bank are threatened with the oancellatiw of 
all existing facilities and where even the usual facilities allowed to its 
ordinary clients or even the common courtesy of a co-banker are denied by 
the Imperial Bank to the indigenous bank, though the existence of a small 
local bank cannot be considered to be even a flea bite to this gigantic 
iostitution. In times of difficulty, there is no instance of the Imperi.al Bank 
having assisted an Indian bank except it be against deposit of Government 
securities. The Imperial Bank has thus failed to occupy the position of 
0 bankers’ bank.’’ Supposing I gave you an instance where the imperial 
Back did help an Indian bank?—So far as I am aware, there is no instance 
of the Imperial Bank I.avmg ever helped an Indian bank. Further, I aw 
prepared to substantiate every statement that I have made in my menaO'- 
pondum, and I may add that there is a lot of public feeling against tho 
jfeneral attitude of the Imperial Bank. 

3922. Then it is only feeling and not a statement of facts? 

8923. Chairman: Mr. Lamond’s point is this: You have made a state¬ 
ment that in times of difficulty there iri no instance of the Imperial Bank 
ttaving assisted an Indian bank except against a deposit of Govemntent 
•ecurities. Now, can you give us any instance where the Imperial Bank 
refused to do what you say they should have done? 

8924. Mr. Lamond: Sir, my point is thaA he has made a statement 
■which is entirely without foundation. 

Wittieaa: It is rather difficult to substantiate such charges. 

3925. Tlien, w'hy make such statements? 

392fl. Chairman: Unfortunately you have made a definite statemen 
which, so far as we know, is not a correct statement because we know the 
instance of one Indian bank where assistance was given. 

3927. ^[|■. Manu Subedar: Do you mean to say that this one case . 
exceptional and that the general rule is that the Imperial Bank refuses t 
assist Indian banks in times of need?—^There are instances where the;^ 
actually refuted to help. If you want, I can give concrete instances. 

3928. Can you send us a list of those instances’?—Yes, if I run up tc 
Madras for a few days. 

3929. Mr. Ramdos Pantulu: In answer to the Chairman’s question 
regarding 1he competition of co-operative banks, you said you did not agree 
with the findings of the Madras Provincial Banking Committee. Do yon 
know at what rate co-operative banks lend money to the agriculturist?—At 
8 to 9 per cent. 

3930. What is the rate at which your Andhra Bank lends money to its 
customers?—At 2 per cent, over the Imperial Bank rata. 

3031. So that if the Imperial Bank rate is 7 per cent.; <hen you will 
iwid .to the co-operative banks at 9 per cant. ' and also expect cis*- 

joperotivB banks 'to land to the agriculturists at 0 per’cent., tbW'iftifis 
fd.iwbieli they borrow-?—The rate of the Intperidl Bbok is about O- to ■T'fiiiir 



J :^t. only during the busy eeasc*, while the tieede the oentraj co-opeya- 
ive banks for short-term boerowinga wiU be only freir^ May to June. 

3992. You ore wrong Our operations go right up to Ot'tobet and then 
atgain begin from January and go up to March oi' Apnl. Oan you lend to 
any central co-operative bank at any time in the year at 6 per cent, oi 
per cent. ?—^It cannot be so cheap as that. 

3933. Do you think that in places where there are co-operative banks, 
you can lend money at the Imperial Bank rate?—We are lending at one 
per cent, over the Imperial Bank rate. 

3934. Mr. Ramdas PantuJu : According to the Madras Provincial Conj- 
mittee the capital required for the current requirements of the agrictilturists 
is about 70 crores of rupees,; according to the Madras Central Urban Bank, 
it is 40 crores. Do you think that these 40 or 70 crores could be raised by 
the agriculturists themselves an the village for their needs and that no exter¬ 
nal aid should be given to them? Is that your idea of co-operation?—Tlw 
needs have been met all these years by private moneylending. 

3935. And it has been found to be ruinous by every authority cca|i 
cemed?—^If the primary societies are able to get all their money tlnOMfil: 
the mediufli of the moneylenders, the problem is solved. 

3936. Do you think there are enough people iaa villages who have ayare 
money to lend this 40 crores every year?—^If that is not the case, theiW 
fa no use at all trying to improve these primary societies. 

3937. Chairman ; Are you aware that the Imoneylenders do not ttnij the 
whole of the capital required for local financing, but they also depepid 
urban moneylenders for part of their resources?—^If that is not feasible, 
the only other course is that they should not offer higher rates than tltosn 
pievsiling. 

8988. Mr. Ramdas Pantulu: What do you offer for your deposits?— 
per aeut. for twelve months. 

3939. Do vou know what the co-operath'e bank at Masulipatam offers? 
~5i per cent. 

3940. If I may correct you, co-operative banks are offering 5 per cent, 
for long-term deposits and 4 and 4J per cent, for short-term deposits. Are 
you competing with thein or is the co-operative bank competing with you?— 
We are competing with them. 

3941. Why do you think that the co-operative hank which wants to get 
money at 5 per cent, and finance the agriculturist at 8 per cent, .is acting 
wrongly and you are aeUng rightly when you offer 6?—Our rates will also 
«Gitte down automatically when the central bank borrows at 4 or' 4^. 

3942. Will you also reduce yoiu- rates to the level of larger joint stock 
baaks?—It is always our endeavour to reduce our rates to the level of the 
jfiilit stock banks in other citaes, but when there is a competitor like the OOr 
operative bank offering a higher rate, we are helpless. 

3943. It is just the opposite of what you say. The co-operative baidt 
Maaulipatam, is able to get money at 44 to 5 and you have to pay 6 
per cent.?—^We finij it iHipopsible tp reduce opr rates farther heepufte 
the higher rates offered by the ^entral bank. Jf they reduce tq 4 or dj. 
we shall also reduce to '4^ hnd S per efeiit; 

SdM/tBbvt ydUi,adnit; thaifhoijoint itook baodt can sdvaaca.fB tb)tt>bgri- 
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8945. Then you want to leave it either to the money-lender ot to the 
village societies themselves?—They ought to develop. 

8946. The idea is that the moneylenders should continue to finance 
them or the villages themselves must find the cepital?—^Perhaps as a 
lesser evil, let the co-operative banks go on for some time, but what we 
should aim at is that the primary societies should try to raise all the 
money necessary and not the central bank. 

3947. If every village found its own capital, then you think your opera¬ 
tions would not be hit? Is that your idea?—Yes. 

3948. Then there is the question of financing the agriculturist against 
his produce. Now the joint stock hanks do it?—-Y'es. 

8949. What rates do you charge?—We charge per cent, over the 
Imperial Bank rate, with a minimum of 7 per cent. 

3950. Do you give small loans?—Yes, 500 and above. We do not give 
loans below Es. 500. 

3951. But if smaller agriculturists whose produce is on land want, say 
Es. 100 or Es. 200 to tide over a difiiculty or move the produce to other 
inarketS: whom do you think they should go to?—They have yet to begin 
that sort of thing. 

3952. Do you know that cooperative banks have been advancing 
money in this respect?—That is only in two districts and within the last 
on.3 or two years. 

3953. They are developing their business?—And I do not find fault 
with them. 

3954. But we want money for that purpose and where are we going 
to get that money from? If the central banks are to advance money 
against produce, they cannot obviously go to you, because they get money 
at 6 per cent.?^—But I am considering the possibility of our rates being 
reduced still further. At present it is not possible. 

3955. Therefore you think that at present co-operative societies are 
doing good work?—^They are doing good work. 

3956. They are financing agriculturists much better than you could do. 
—Yes. 

3957. You think they stand in the way of your developing?—That is 
my grievance. 

3958. Therefore you. want the co-operative central banks to be removed 
from your way?—If they are removed from competing for deposits, it will 
make me happy. 

3959. Chairman: It may make you happy, but will it be in the in¬ 
terests of the coimtry? I think you answered that it did not concern 
vou. You are more concerned with your own business than with other 
questions. 

8960. Mr; Eamdas Pantuln: Do you know that the Imperial Bank is 
givings certkifi liAcilities to the co-operative banks?—Yes, 

3961. And very useful facilities too ?—That is so 

■3968v Has, any; joint, steeh hank dn Jndiatj flver iAfeougbt <?£;financtng 
the agriculturists who are the mainstay of the country 
banks have not been able to do it. 
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8963. Why should the co-operative banks be tender to commercial 
ranks? Why should we stand out of the way of commercial banks by 
iji'.t attracru'.g money at a rate at which we can get it lower than your 
own lending rate?—My contention is that by your quoting high rates, the- 
rates for fixed deposits are unnecessarily being put up. It is in the in¬ 
terests of the country itself that the central banks ought not to borrow 
or even if they borrow, it must be at rates prevailing at other centres 
and not at higher rates. The interests of the country are not ignored. 

3964. Supposing the central banks borrow at 4 per cent., what do you 
visualise your rate to be?—4^ at the most. 

3965. What will you do for the co-operative movement with the money 
you get?—We would certainly advance them money during the dull sea¬ 
son. 

3966. At other seasons?—We cannot advance 

3967. Therefore by withdrawing our competition from the field and 
allowing you to get money at a lower rate, what is it that agriculturists- 
are goine to get? You have already agreed that whatever be the rate at 
which you get money, you cannot finance agriculturists?—^Yes. 

3968. You know the agriculturists form 80 per cent, of the population, 
of the country and produce all that is necessary for the mills and create 
a favorabl.; trade balance and are the mainstay of the country?—I quite 
admit that the agriculturist has to be financed, but their financing does 
not end with the co-operative banks alone; you cannot ignore the com¬ 
mercial banks. 

8969. Our idea 0 t displace the moneylender not the commercial 
banks?—It may never be possible. 

3970. It is a matter of opinion. As a matter of fact, to-day, we have 
been able to find money to the extent of 10 crores in Madras- 
and the Punjab Committee saya that within ten or fifteen yean^ 
they would be able to reach a 75 per cent, limit. After some years it 
would be possible to displace all the moneylenders?—I am referring to 
the commercial man who purchases stuff and sends it out for export or 
for sale. You want merely to benefit the agriculturist; I am referring 
to the middlemen and the morchants who have to help these people in 
moving the produce. These have also to be helped. 

3971. Co-operative banks aim at financing the grow'er and commercial, 
banks, the merchant and the middleman. Your financing comes at a later; 
stage, when the crop is raised. While you are capable of financing only 
the middleman and the merchant, the co-operative banks finance the 
grower. You have admitted that you cannot finance the grower?---! say 
that wo cannot finance the grower, but we must also have facilities to- 
finance that person who is also an integral part of society and who has 
been helping the agriculturist and who cannot be displaced completely. 

3972. Your rates of interest may operate against the merchant or the 
middleman. What you borrow at higher rates of interest will be lent out. 
to merchants, therefore it is ultimately the producer who suffers?—If we 
have more funds we would certainly be able to assist them better. 

3973. You think the whole of Vour trouble is due to the co-operative- 
ban^s offering 5 per cent. ?—No, if;'is only one phase o'f the whole question. 

3974. At any rate you admit that joint stOPk bajaks, cannot finance the 
sgriculturists ?—Yes. 
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8975. With regard to th© Chainjitwi’s qu^stjoyi ahoMt the soc^ for 
amiDTe bills, I snarl read out to you two passage^ frciafa, ths report of iihe 
jSfadjAM Provincial Hanking Enquiry Corenaittee: 

“W(* ihaU deal with the distribution of imported goods and consider 
the case of a small merchant engaged in this business. 
Imported goods are mostly handled by big European agency 
houses and they mostly arrange their own financing. The 
impcarting firms hold goods on account of these buyers and 
give delivery on short-term credits of 30 and 60 days’ pro¬ 
note. Pro-notes are generally kept in the custody of imports 
ing firms and retired on the due date. The local merchants 
who buy goods from these import firms on 30 and 60 davs’ 
credit distribute the goods on credit to the mofussil merchants 
mostly on open account and partly on hundis, or pro-noteS 
on 75 days’ credit, but these are not often paid on the due 
dates and it takes the form of a running account. Bills 
and hundis play only a small part in these transactions aad 
not to the extent to which there is scope for their use in the 
trade. This is attributable to the reason that these retail 
merchants are not in the habit of keeping bank accounts. 
Th® abseaeo of a regular system of hundis tw bills based on 
ipland trade in the country is a great drawback.” 

4nd again 

'‘The internal trade is financed partly, largely, in fact, by the 
capital of the merchants of all gr^es and of the large trading 
finns. These respurees are supplemented by short-term 
credits of joint stock banks which dtscouM hundas and bfifel 
and by the banking and moneylending communities who lend 
money in the form of credits covered by hundis based on 
genuine trade transactions and also give advance oq ptQ- 
notes on personal credit' to tradesmen and merchants well 
known to them for the purchase of goods. These banking 
communities include in this connection the Matwaris and 
Multanis, Nattukottai Chettiyars, the Telugu Vaisyas and 
the Kallidaikurichi Brahmans in Tiunevelly.” 

I want to know whether you still adhere to the answer you gave tn 
"the Chairman. Tn view of the above quotations, why do you say that 
"there is no possibility of the development of these bills?—I invite atten- 
^tipn to what I have said in my memorandum • 

‘‘Accommodation bH'ls may, however, take the place of the ‘Kathas’ 
or current or overdraft accounts as between merchants that 
are now so common. The chief obstacles to the develop¬ 
ment of these usance bills have been the high stamp 
and the want of rediscounting facilities for banks-. Banka 
would have tried to popularise these bills but there has not 
been any particular benefit to them, by this in the shape of 
rediscountiug facilities by Iqriperial Bafttk, So^ if th®; 
stpnip dvdy, is reduced and if bills, are ,,i>edi|^unt^: 

as betweeu small banks ap4 big, between big h^^s 

and' the ■*ieserye Bank., coiprae^iat ,P^per will cona'e 
vogue, though there is no certainty tb^' acconitirtdatlbn Dunr 
w*' BOf * 
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3976. Would you modify your answer to the Cbairman by sayiag that 
is *cc^ f«r doselc^psieiit ?—These viaaa.ee hUl* weivdd wJf«»iatoJy aeftiiiAe 
stibe piQuote. 

8977. Your statement in answer to the Ctiairman conveyed t^e i^ea 
that those usance bills cannot be developed?—^My reply was only as regards 
■atjliag of produce in <4ie eouatry. So far as import bills are ooBeeraed, 
I have already said that they could be developed. 

3978. With regard to your statements about the Imperial Bsnlt, can 
you give us any instanoes in which you were .personally unfairly trafttod 
in regard to cashing cheques?—I have some glaring instances. Transfer 
of money from one place'to another has been one of the facilities given by 
the Imperial Bank after having taken eharge of Government treasuries 
For other banks the Imperial Bank allows a special rate of 1/32 per eei^. 
for sums of Rs. 10,000 and over, but they have refused this small faoflity 
to our bank. 

3979. Mr. Lamond: Do you understand that the facility is e:xteodSid 
between branches?—That is exactly what I applied for. 

3980. In respect of which branch?—Our head office is at Masulipatam 
and we applied for transfer to Cocanada and Hyderabad where we tarve 
hramehes. 

2d81. Hyderabad is in an Indian State?—Th<j bank is in the British 
itorritory. Anyway there is the ease of the Cocanada branch. I haad 
over the correspondence which I request may be returned to me. 

8982. Mr. Remdaa Pantulu: What is the other matter?—We were 
having our cheques purchased by the Imperial Bwak at 1/8 per eent. 
When I asked them for rates regarding purchase of ohequ€», they put up 
the rate to 3/16 per cent. I hand over the esrrespoodeBco pelattw* to 
this matter also. 

3983. What do th&y obsrge for .other banks?—I do not know, I tjeked 
for a statement of the terms given by the Imfwrial Bank and I find 
they vary a good deal and that the rates quoted to us are ujostly unfair, 

3984. Is there any other instance?—The other day when we were 

opening ij branch at Cocanada, I wrote to the Imperial Bank at Masuli- 
patam asking them to transfer a portion of the overdraft limit granted 

"to us to the Cocanada branch for the advantage of the branch thero. I 

put the limit at Bs. 5,000. Tbe.y wrote back saying that as our head 
•office was at Masulipatam, we cannot have these drawing facilities at *Ry 
other branch. So far as I know, there are instances where banks deposit 
all their securities at one place only and ask the Imperial Bank to give 
drawing facilities to various branches proportionately, not exceeding 
total amount of the securities held. 

8985. Mr. Buckley ; Did you ask the Imperial Bank to cancel part of 
the facility at Masulipatam and give it to Cocanada?—I did. I hand 
over the correspondence relating to this matter also. 

3986. Mr. Lamond : Do you know the usual way the banks accom¬ 
modate? In Bombay the banks get accommodation by taking loanB 

imbject to a of three days?—know. In the case of the Indian 

Ba^ at Madras, all securities are held at tbe head <^oe, and 76 per oen*. 
thp overfir^t limit, is .given »t otbpr braJhJhes.. 

8987, -Tte dverdr^ facility is a very apaaial eoncesBon? 1: da mt 
luMT- why loatta bMoka '&o at und othurs do not.' 
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8988. Mr. Ramdas Pantulu: You said that the possibility of » pro- 
■vincial industrial bank suffering by reason of depressiorl in one particular 
industry is greater than the case of an all-India industrial bank. If 
there is depression in the main industry of a province which is financed 
oy a provincial 1 ank, its shares stocks and debentures will depreciate 
considerably on account of the depreciation in the trade?—But in the 
case of an aU-India bank it may be, better able to withstand the depression, 

3989. You mean an all-India bank will not be hit to the same extent?— 
It will be better able to withstand any such difficulties. 

3990. Chairman: How? The principal industries in India are cotton, 
jute and perhaps iron and steel. Iron and Steel would not come to an 
industrial bank. Jute is not likely to come to an industrial bank, because 
their sources of finance are at the present moment quite adequate. There*. 
fore it; is largely cotton. If there is depression in cotton, it will affect 
all pr; vincea in India. It will not affect one province more than another — 
But Bombay, I suppose, is the province mostly engaged in it. 

3991. The depression will affect all the cotton mills, wherever they may 
be situated. 

3992. Mr. Khaitan: I have heard that the cotton mills in different 
parts of Ind’iV had different tales to tell, e,g., the cotton mills in Bombay 
are losing, whereas those at Ahmedabad, Delhi, the Punjab and Madras 
are making a profit. 

Chairman: But not to the same extent as they would have done if 
there had not been depression in the cotton industry generally. 

Mr. Khaitan : That is a different matter, but even at the present 
moment the cotton industry in some provinces is if I may say so, prosper¬ 
ing, while in others it is losing. 

Chairman: Therefore, in fact if they are prospering, then they would 
not go to the industrial bank. Of course, I am glad to hear that from 
Mr. Khaitan and it will help me later on to put questions to other wit¬ 
nesses. 

3993. Mr. Manu Subedar: In order to extend banking would you sug¬ 
gest having more branches?—Yes, there should be more branches of the 
joint stock banks. 

3994. Has the establishment of the Imperial Bank of India branch at 
Masulipatam done any good?—It has reduced the rate of interest. 

3995. Has it affected the local banker in any way?—It has been sug¬ 
gested to us that the Imperial Bank competes unfairly with the joint 
stock banks, and that they may not be allowed to open more branches. 
What is your view?—I have no experience. 

3996. Witness: Sir, I wish to bring one fact to your notice. In 
Cocanada the Imperial Bank charge a commission for collection of our 
cheques at l/16th per cent. 

3997. Mr. Ramdas Pantuhi: In the town?—Yes. 

3998. Mr. Lamand: How far is your office fi’cm the Imperial Bank?— 
It is about four or five, furlongs. 

3999. If you send us a cheque end if that means that it is only a 
transfer of cash, ■ there should be .no such charges?:—At Masulipatam 
they are noi charging, but‘here: in Cocanada they, do charge coUeo^D^ 
commission. 
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4000. Even if you send 9 cheque for the total cheques, they charge 
collecting commission?—Yes. 

4001. Did you see the Agent of tiie hank in this respect?—No, I have 
not seen hi!m. My intention is not to complain but only to bring to your 
notice some facts. 

4002. Chairman: As I understand, the Imperial Bank at Cooanada 
might perhaps be thinking that for the return of their own money there 
is a risk. 

Mr. Bamdas Pantulu : This is a case of a bank which has already got 
money in the Imperial Bank. 

Mr. Lamond: You had better write and find out what it was. 

Mr. Bamdas Pantulu: Is it your suggestion that in order to discourage 
your branch in Cocanada, they are behaving like this?—That is what I 
think. In Masulipatam they do not charge. 

Chairman : Perhaps, there is some trouble between your man at 
Cocanada aul the Imjierial Bank. Otherwise, how is it that they accom¬ 
modate you in Masulipatam and not in Cocanada—There is no question 
of accommodation in this matter. It is only a way of placing obstacles in 
the development of our Cocanada Branch. 
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4@0Sv Chairmmi: Mr. Eamaebraodra Eao, you are the ProfftSBOt of 
Economics and Commerce in the Calcutta University ?—I am a lecturer on- 
Economics, Banking and Currency for the M. A. students and also a 
lecturer for commercial banking. I have got ten years’ experience as a 
lecturer on Banking and two years’ experience on Currency. I have been 
working for a period of thirteen years in the Calcutta University as a 
lecturer on economics and commerce. I am an author of some books on 
banking, one is the “Banking in India’’ and the other “Elementary lessons 
on banking’’, that is to say, banking theory for elementary students. 

4004. I take it that you have made an extensive study in the field of 
banking not onlj' in India but also outside India?—Yes. 

4005. Have you travelled outside India?—No. 

4006. Therefore, you have no personal experience of banking condi¬ 
tions outside India. Is it so?—^Yes. 

4007. I take it that you have no practical training as a banker?—No. 
I am a theorist in banking. 

4008. You say that fixed capital expenditure and the initial working' 
expenses should first bt secured by the shareholders’ original capital. 
When you therefore talk of industrial banks in your memorandum and 
suggest the grant of facilities to those industrial banks, is it your intention: 
that these banks should finance only the current requirements o[ in¬ 
dustries?—The ideal method of financing an industrial concern is to secure 
the original capital from the shareholders’ subscriptions and if any further 
extension is required, it depends upon the resources of the industrial concern' 
itself. If we want to start an industrial bank, it should be aided to a certain 
extent by certain concessions from Government. In the case "of ordinary 
industrial concerns the banks should finance only the current requirement 
of the existing industries but in the case of new industries to be started 
and financed by the industrial banka, some facilities should be given by 
Government. 

4009. As I understand you from what you have just told us, it is not 
your intention that the industrial banks proposed by you should fiiianoa 
the existing industries but that they should only finance new industries. 



is it (Sctftetft?-^N6, t do tittt tb^an that. An industrial bank is meant to-- 
tfl:«flte induBtries and if tfae bank bat got fixed capital, that wili help thek^ 
much. 

4010. Fot the ptescUt T should lik^ to have, .your idea on. this point. 
S%u have proposed an industrial batik. We shall discuss the details of 
that bank later. For the pteSebt I want to know this. You sud you- 
do bot contemplate that the industrial bank that you propose will finance 
the exi^ng industries. Because your idea is that for the capital expendi~ 
-fSte the PobCeria must depend on the shareholdiirs ’ capital and that th^ 
i^ould do 80 also for the ibftial working expenses. You say that iba 
eSdstfeg industries cab get their working expenses from the oommercial 
banks to 'a feertain extent. Injustice is done in i.hat particular aspeot be¬ 
cause the proper valuing of industrial securities possessed by the ibdustriall 
compatiies can only be done by the industrial banks. So, would you agree 
that the industrial bank proposed by you etemld also finance ttre "woAteg' 
expenses of the existing industries?—Yes. 

4011. You have cleared one pokit. The next point Is this. YOU say 
"that the industrial bank proposed by you should to Some extent finabce 
the capital expenditure of new indnstrieB and should also finance fbO 
•woricing expenses of Su<di industries. Is it not*-’—According to my oftWr 
idea there should be specialised ibduetries. If the new industries are 
started, they should provide i<x themselves the necessary shareholders'' 
capital and the industrial bank should later ou finance the requinaments- 

the industrial company. 

4012. What T understand is this. In regard to the new industries '/Oblr 
idea is that the block capital should be provided by the shareholders attd 
that the industrial bank should help them to the extent of underwriting. 
But do you want that the industrial bank should also finance the workii^ 
expenses?—Yes. 

4013. I do not for the present want to discuss the details of the working 
of the industrial bank, but I wanted to make it clear from you what your 
■views are on the general question of the industrial bank. You say that 
it is only a bank conducting a mixed banking business that can afford tb- 
grant non-terminable loan for long period. Is it not your intention that 
such non-tertaiinable loans should be obtained by capital subecribed by 
shareholders?—In this case what I refer to is the commercial bank. 

4014. That is all right. It has a reference to the commercial bank. 
But in view of your first statement which I have referred to in my previous 
question, this question arises. So, I want to know whether it is your 
intention that such non-terminable loans can l-i; obtained for the block 
capital and that the capital for extension should be obtained from capitaF 
subscribed by shsireholders ?—^Yes. 

4015. You say that the Imperial Bank grants loans to industries bat 
tha* as these are terminable loans, the industrialists are generally em- 
tmmtssed. I suppose you axe referring to loans for current requirement* 
and to the statutory prohibition against the bank granting loans for mOm 
than six months. Would you kindly give the ■commutfteC an idea of 
period for which such loans are required by industries .and wheth^ thoy 
would not be- terminable loans in any case?—^The original block capital 
has already been supplied. 

40t&. Wd am talking of wcaiing exrpenkes. You referred ta ioaBi* 
for current requirements and so, will you kindly give the committee ao 



rfea of tho period for which such loans are required by industries? Wo 
'want to know whether they should not be terminable loans?—Yes, they 
■should be terminable loans. 

4017. You say that there are finance houses in Bombay and Calcutta 
who are willing to provide long-term loans but that their rates are high. 
Will you please give us the names of some of these houses and tell us of 
the rates of interest charged?—I refer to the cases in 1917 and 1918. There 
was a reference made by a witness in his evidence to the Indian Industrial 
Commission that Martin and Company and several other houses in Bom¬ 
bay were in a position to give long term loans but that their rates were 
high. This will be found in the report of the Indian Industrial Commis¬ 
sion of 1918. I do not know whether there are any such finance houses 
at the present moment. 

4018. You do not know whether there are such houses at the present 
jbime?—The joint stock companies’ Registrar issues his annual report and 
a reference to that report will make it clear. 

4019. Mr. Khaitan: Have Martin and Company to your personal know¬ 
ledge made any loans to industrial concerns which are not under their 
management?—I am aware of that fact. I have read it in the repoii of 
the Indian Industrial Commission that the Martin and Company have 
advanced to the industrial concerns to the extent of Bs. 30 lakhs. 

4020. I am not referring to the financial assistance that Martin and 
Company have given to some tea gardens for their working expenses. 
I am referring to long-term loant that you are referring to?—I shall make 
that point clear after referring to the report of the Indian Industrial Com¬ 
mission of 1918. 

Chairman : Your answer is that this statement is not based on personal 
-observation but on something else. You make this statement because you 
read it in the report of the Indian Industrial Commission. We shall he 
Able to turn over that report and see for ourselves. 

4021. You refer to the practice of taking deposits by the industrial 
mills in Indore and Ah'medabad. Do you think that the practice is safo 
from the point of view of industries?—^It is not safe, provided the depositr. 
would be kept for a long time; otherwise it would not be conducive to in¬ 
dustrial prosperity. 

4022. You say it is not unsafe provided these conditions are fulfillstl • 
Yes. 

4023. Otherwise there is a danger?—Yes. 

4024. You have said that the exporter financing himself by the method 
uf refinancing by acceptance is the best method, etc. Will you kindly 
develop your statement so that the committee may know what you pre¬ 
cisely mean?—Suppose first the export bill has been discounted and when 
the exporter requires further advance there is a question of the bill being 
accepted and made ready for the discounting market. It is very diflicult 
in this case. If there is a method of refinancing by acceptance, at the time 
when the exporter requires further funds, he can get those funds by 
refinancing the bill by acceptance. 

4025. That proposal of your practically becomes the same as your 
second proposal. You have given three alternatives, and therefore I am 
AgVing you this question. Your first proposal practically includes your 
two items, that is financing in the first place by discounting, secondly that 
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the bills created iinder the confirmed letter of credit can be ready for the 
purpose of the discounting market. Under the second condition of yours 
■there comes the question of refinancing. There is a letter of credit and 
it allows the Indian exporter to draw bills on the bank. It is financing. 
AVhen the bills so credited are again sold in the market it is the question 
of refinancing. Is it not?—In the case of a letter of credit there is a 
particular limit. Although these can be drawn cn a bank, the bank takes 
care to fulfil the conditions mentioned in the letter of credit. There is 
a particular li'mit mentioned in one of those conditions. They lay down 
also the margin. 

4026. You say that the bank issues a letter of credit and if the bank 
has got good bills, the bank would not object to give a further letter of 
credit and thus the bank recoups itself by selling the bill in the market. 

It is just the process of what yon cell the refinancing by acceptance. 
'Therefore, I fail to understand the difierence between these two alterna¬ 
tives?—The first alternative is the practical thing undertaken in America. 

4027. You make two suggestions. The second is intelligible but about 
the first I do not understand you fully. You yourself say that the bills 
can be easily sold in the market. That is the process of refinancing. You 
also say that there is a limit in the letter of credit. When the process is 
started and if the bills are good ones, the bank would naturally give a 
further letter of credit?—The bank always puts a limit in the case of a 
particular exporter in the imatter of bills But by the refinancing process 
there is no such limit, as 1 have already told you. 

4028. Take your first clause. You say that an exporter finances him¬ 
self. He will finance himself by getting somebody to accept his bills?— 
That is one of the ways to get money. The bank which finances in this 
way can do so to the extent that it can make. There will be no limit 
to their resources, as the bank recoups itself by what you call the process 
of refinancing. 

4029. Sir Hugh Cocke: I think the witness should be asked to give a 
•specific example. 

4030. Chairman: If you can give us a specific example what you mean 
by the first method and by the second method, it will be very clear to the 
committee?—Suppose I am an exporter of leather goods and in order to 
manufacture these goods I discount bills to the extent of ten lakhs. If I 
want further money and if the bank accepts the bill, I immediately draw 
the original bill upon the Central Bank and get the bill discounted; so, I 
get further money for utilisation. This is one method. As regards the 
other if the banks give credit after the finished goods, it is better. There 
is a risk that I may not be able to make the goods saleable. If the bill 
is drawn on actual goods there is no question of danger. 

4031. Chairman: Will any bank accept such a bill which has no 
security behind it, without being certain of the goods?—Booking into the 
volume of the business, bills which are sometimes discounted may be even 
of an accommodation nature. 

4032. Sir Purshotamdas ThakurSas: You were just now talking of the 
instance of a tanner and how he exports his hides and skins. Supposing 
you have sold your April shipment for goods worth say £10,000. Bn the 
ordinary course you are asked to draw on some bank in Europe and you 
have also to attach the other documents to the bill. Is it not so? ^Yes. 
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4033. When will you draw such a bill which you have in mind?_As- 

soon as the goods are shipped I can draw the bill. 

4034. Then is it your point that you will draw your bill on your April 
shipment between the 1st and 30th April?—Yes, that must be done by 
then. 

4035. What we want to understand is your second method of financing 
of your exports which you referred to?—Dr. H. L. Eeed in his book 
■■“Development of Federal Eeserve Policy” has dealt with this suggestion 
exhaustively. 

4036. Mr. Sarkar: Are you referring to the system in vogue in America 
where even before the shipment of goods exporter’s bankers sometimes 
accept a bill which can be discounted in the open market.—The advantage- 
of this process is that the exporter can get the money quicker?— 

4037. Chairman: That is easily understandable, a case of local credit 
given on the personal security of the exporter. Very well we will leave 
it at that. 

4038. You have also said that the Commission House staying in this 
country can likewise ask its banker to finance the exports by the method 
of financing acceptances etc. Will you please elucidate your statement? 
May I know what is this Commission House you are talking of?—I em 
referring to the Import and Export houses. 

4039. In this ease instead of the trader getting the finance from the 
bank he hands over the goods to the Commission House which thereafter 
gets a banker to finance it on the basis of the poods. Is that the inten¬ 
tion?—^Yes, the Commission House will be in a position to find a market 
elsewhere. 

4040. You say that the Tata firms’ bills are eagerly brought in the 
Calcutta Money Market. Would you kindly explain a little more fully 
the nature of the bills you are referring to, and also give the Committee 
an idea of the volume of bills placed on the market?—This was refetre.d 
to by the Bengal Chamber of Commerce in their evidence before the Hilton 
Young Commission. This is only an indication of the fact that bills are 
being iucreasinglv drawn in this country and they are being discounted. 

If you had stated the source of your information for this statement, 
we would not have troubled you by putting to you this question. You have 
nc personal knowledge in this matter?—Are not these bills discounted 
by the banks in the Calcutta Money Market? 

4041. Mr. Khaitan ; May I ask you if you are aware that Tata’s firms 
do not exist in Calcutta?—I am only referring to the fact that bill-drawing 
ia becoming very fa'miliar in this country. 

4042. Chairman,: I fullv understand the implication behind your 
answer. Is this what you are referring to? 

(A copv of the volume of the Hilton Youny Commission’s report 
containing the evidence of the Bengal Chatoiber of Commerce 
was handed over to the witness.) 

T don’t find anv reference to the Tatas Bills at all?—! gathered this fact 
from the oral evidence of some of the witnesses tendered to the_ Hdton 
Young Commission It will take some time for me to elucidate this state¬ 
ment. 
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4043. You suggest that the primary producer who sells his crop should 
draw a bill for the amount of sale and get it discounted .i.t the indigenous 
banker’s firm. Do you think that the agriculturists who are the primary 
producers are so educated as to take to this suggestion readily?—I admit 
that illiteracy is a very great handicap, but something should be done in 
the matter of improving the educational facilities of the people as has- 
been suggested by Sir Basil Blackett. 

4044. Dr. Hyder: Where is your home?—I cotne from the Vizaga- 
patam town. 

4045. Could the agriculturists of Vizagapatam read and write their 
names in the vernacular?—There are many who can read and write. 

4046. Chairman ; Then, is it your point that until the agriculturists are 
more educated than they are at present it will not be possible to start 
this arrangement?—Yea. 

4047. Further, will not the fact that generally speaking the primary 
producer is indebted to somebody for his production and other expenses 
make it impossible from a practical point of view to pursue your sugges¬ 
tion?—If there is previous indebtedness, then it is impossible. 

4048. So, unless we can make the agriculturists more educated, you 
say from the practical point of view, it is impossible to carry out your 
suggestion?—In the near future it might be undertaken. 

4C49. You say that the Indian joint stock banks should finance the 
indigenous bankers who by discounting produce bills can easily remove 
the ryot’s dependence on the vicious and injurious system of credit granted 
by the mahajan. Am I correct in assuming that by produce bills you 
mean bills for the aimount of sale-proceeds of produce?—Yes. 

4050. If so, how will they enable the primary producer to avoid taking 
loans from the mahajan for his production and other expenses?—If co¬ 
operative societies exist there then there will be no difficulty, as the pro¬ 
ducer will be able to get his requirements from the society. 

4051. You are no doubt aware that these co-operative societies nave 
as yet only touched the fringe of the agricultural population?—’That is a 
general statement against the co-operative movement, but here and there 
the movement has made considerable progress. 

4052. If you bad tried to study the agricultural conditions in your own 
district of Vizagapatam, you would have discovered that the co-operative 
movement has benefited only a very small portion of peasantry ?—That is 
so. 

4053. Will you therefore admit that your suggestions are largely thoore. 
tical without due regard to the actual conditions prevailing in the 
country?—I think if an attempt is made, it may be possible to act accord¬ 
ing to my suggestion. It may be within the next 10 years or even 25- 
years. 

4054. In the Province in which the Co-operative movement has raade- 
the greatest promess in this countrv, the P''nvincinl Penking Fnquiry 
Committee has said that it will take another 15 years at the least for the 
movement to extend to at least 75 per cent, of the population. Conditions 
in the other provinces are far worse. Therefore, if voii aav that vour 
suggestion is only the ideal to which you are striving at, I am quite pre¬ 
pared to take it at that?—I agree. 
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4065. You say that the present cash credit system enabling exporting 
houses to secure the products for export is bad and is not conducive to the 
interests of the banker and the ryot. Will you please explain how it 
affects the interests of the hanker?—^If the raw material were converted 
into the finished product, then there would be more scope for the bankers 
to utilise their finances for the betterment of tliis country in finishing its 
own raw material into finished products in this country. 

4056. I did not know that you were talking of the conversion of the 
raw produce into manufactured goods because it is not possible in certain 
oases such as that of tamarind. Then what modifications would you re¬ 
commend in the present system?—I would suggest the provision of the 
cash credit system for the benefit of -the middle-men in the interior and 
the discounting of export bills in the matter of financing of the export 
trade. Personally, I prefer the latter arrangement as being very good, 
for with the spread of education more people would prefer to draw bills 
and have thelm discounted. 

4057. Under the present arrangement the exporter does not get enough 
resources, but under the arrangement you propose, his resources would 
be broadened. Is that what you mean?—Yes. 

4058. That, of course, may not be acceptable to bankers. Very well, 
we will proceed. I find it difficult to understand your sentence “It w-ould 
take long time and would also require the production of large quantities 
of standard products under the aegis of co-operative producers’ societies 
and these can sell them to the co-operative sale societies”. Will you 
please tell me what you precisely mean by your first word it in the sentence 
quoted by me ?—I am only referring to the circumstances and other consi¬ 
derations. 

4059. Mr. Ramdas Pantulu ; Possibly he means after the development 
of the co-operative movement? 

4060. Chairman: Anyway, we shall not proceed with that point at this 
stage. You say that the lack of industrial knowledge and constant touch 
precludes existing commercial banks from conducting industrial financing. 
Would you kindly tell the Committee how you propose to establish this 
touch and to secure the necessary knowledge in the case of the proposed 
industrial banks?—The opinion of the industrial experts in the Industries 
Department of Government might be enlisted; secondly, members of the 
Board of Industries could be expected to give opinion regarding the Buccess- 
ful financing of industries. I want th<! Industrial Banks to make some 
use of the existipg Industries Department and the industrial experts 
available. 

4061. You suggest the starting of a Board of National Investment for 
India to supervise the work of investment trusts and to enable them to 
do part of the work of financial underwriters. It has been suggested that 
the idea of an investment trust is altogeber novel in India and that it is 
not possible to set imblic subscriptions for such institutions from the Indian 
public. Prom vour study of the growth of such institutions in other 
countries of the world can you give the Committee any information as to 
how these institutions were developed in those countries?—In England 
when the rate of interest was low, the investment trust was started, and 
later this model was followed by the American Investment Trust, but 
ultimately deviated from the English model. I want the English form 
of investment trust to be introduced in India; and if it has not so far been 
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introduced, that in imy opinion is no reason to suppose that it is not * 
practical proposition. 

4062. Do 'you think that with the present high rates of interest pre¬ 
vailing in India, there would be no difficulty in starting such trusts in 
India?—I do not think so. 

4063. We have heard from other people who have come before this 
Committee that it is not a practical proposition, under present conditions, 
to establish an investment trust in India.—^From the theoretical point of 
view, there is no reason why we should not advocate this. In my opinion 
an attempt must be made some time or other and that the development 
cf investment trusts should be one of the main recommendations erf the 
Banking Enquiry Committee. 

4064. On page 3 of your memorandum you say “ America possesses 
cattle and automobile companies. Both industries have flourished on 
account of these middlemen and the nature of these companies, if 
started, would necessarily be of the type of industrial banks.” When you 
are talking of middlemen, are you referring to industrial banks?—I am 
referring to middlemen such as the financing companies. 

4065. You say that in India if an automobile industry has to be estab¬ 
lished, it must make use of the industrial bank. Your reference to the 
cattle industry, if I may say so, is most inappropriate; surely you do not 
want industrial banks for the promotion of cattle industry in this country? 

•—My point is that certain industries have been developed elsewhere by these 
financing companies, and the same practice could, in my opinion, be 
followed successfully in India. 

4066. In regard to industrial banks you suggest that they should bo 
exempted for a few years from taxation. Would you make your sugges¬ 
tion a little more definite and say what taxation you are referring to and 
for what period you propose these concessions to be continued?—^The 
industrial banks should be exempted from the payment of income-tax for 
a few years, say 5 or 10; another concession I have in mind is regarding 
the guaranteeing of interest by Government. 

4067. You also suggest that the process of realisation of money should 
be made easier than at present. Would you explain to the Cdmmittao 
a little more fully your ideas in regard to this suggestion?—Law’s delays 
are proverbial, more so in this'country. 

4068. Mt. Bamdas Pantulu: Specially for bank’s suits or for other 
suits?—For all suits. 

4069. Chairman: You further suggest that the initial stamp duty 
should be less than at present. Can you give the Commitee an idea of the 
present cost and what reduction you propose in the case of the proposed 
industrial banks’—Becistration fee on authorised capital of all banking 
cotaipanies should be reduced. 

4070. Can you tell me what the registration fee is and to what extent 
you would have it reduced?—That depends upon the amount of the autho¬ 
rised capital of the company. It should not be iniposed on the authorised 
capital, but on the subscribed capital of the concern. 

4071. Beading your book (‘‘Present day Banking in India”) I find that 
you want these facilities not for industrial banks but for new industries 
Is my impression correct?—In the ease of industrial banks such facilities 
might be granted. If the object of the State Is to encourage industries. 
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the grantmg of exemptions might as well be considered. The financing 
of industries should be made easier since that would conduce to the deve¬ 
lopment of new industries. 

4072. You say that no directorial obligation should fall on the heads 
of^ industrial banks. Would you kindly explain what you mean by 
‘directorial obligation’?—In my opinion the Industrial Bank should be the 
sole agency; the administrative capacity and other things should not be 
saddled upon the industrial bank itself. 

4073. On page 3 of your [memorandum you begin by saying that the 
real problem of industrial regeneration has been overlooked by the terms 
of the Questionnaire. Do you really think that it is the function of a 
banking enquiry committee to pursue matters connected with the problem 
of industrial regeneration?—Banking is the soul of all industrial develop¬ 
ment, and therefore I think the carrying out of surveys of economic condi¬ 
tions is not altogether outside the purview of a banking committee like 
this. 

4074. Mr. Ramdas Pantulu : Have you read the Report of the Economia, 
Enquiry Committee presided over by Sir Visweswaraya ?—Yes. 

4075. Do you know what programme they have recommended for the 
economic surveys of the provinces?—^They recommend that such surveys 
ought to be limited. 

4076. Do you think that such a programme can possibly be pursued 
by a Committee like ours?—It cannot be. 

4077. Have you read the reports of the Provincial Banking Com¬ 
mittees?—A few; I have read the Bengal and Madras reports. 

4078. Do you think those Comimittees have given'surveys of economio 
conditions in their provinces?—To a certain extent. 

4079. Chairman :Yon refer to the necessity of a preliminary economio 
survey of each Province so as to envisage the possibilities of new industries 
that can be started. I take it that this survey should in your opinion be 
done by the Government?—Certainly. 

4080. After this has been done would you leave it to private enterprise 
to take any action necessary to start new industrial enterprises based 
upon this survey?—^Pioneering on the part of Govemtaent would of course 
be essential; later on it is for private enterprises to carry' on the work. 

4081. What do you mean by ‘pioneering’? Do you intend that Gov¬ 
ernment should at that stage supply capital?—The duty' of Government 
does not stop with the taking of mere economic surveys. 

4082. WiU you kindly tell the Committee what specific action you 
contemplate should be taken by the State in the direction which you 
envisage?—Action on the lines followed by the Madras Government in the 
case of the aluminium industry, or by the Mysore Durbar in the case of 
industries within the Mysore State, or by the Hyderabad State in the 
matter of industrial development. The Government of India should be 
in a position to take up similar lines of action. 

4083. So you admit that some of the Provincial Governments have 
taken action in that direction. Now is it your desire to make a distinction 
between the Government of India and the Provincial Governments, or is 
it your suggestion that apart from the action taken by the local Govern¬ 
ments, in this direction, the Government of India should take some 
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action?—If the Govemment of India have delegated these functions to the 
Provincial Governments, they might secede from that position, 

4084. Therefore it comes to this; that it is the function of Provincial 
Governments, generally speaking, under the present constitution and also 
according to your idea, to undertake the development of industries; and 
if that has been done in several provinces, then obviously you have nothing 
more to say ?— My contention is that the pace of industrial development 
is not adequate; it should be accelerated. 

4085. Chairman.: You say that various industries can be started in this 
country provided there is a suitable conjunction of financial resources and 
industrial talent and adequate business organization is forthcoming. In 
your opinion ivould such conjunction be possible under present conditions 
m India if financial resources were available?—The position is not now 
so hopeless as it has been in the past; it has improved to a certain extent, 
and I think that inasmuch as company organisation and business manage¬ 
ment are being taught, there is a possibility of success if financial resources 
are forthcoming. 

4086. Am I to understand that, because eminent people like you have 
been teaching economics and banking, that would lead to the growth of 
industrial talent and adequate business organisation in the country?— 
When these are forthcoming, success is possible. 

4087. The point underlying my question was whether you think that 
under present conditions industrial talent and adequate business organisa- 
tkn are forthcoming?—To a certain extent. Some of our people have 
gone to toreign countries, acquired knowledge and returned and if financial 
rcsouijces Avert also placed in their hands, they might be able te develop 
a type of industries in which they might acquire practical expenence. 

4088. Some witnesses who have given evidence before us have gone 
so far us to say that in starting new industries India will have to import 
f'.'reigners possessing the necessary qualifications. Your view is that the 
talent is there?—In certain of the advanced industries there might not 
bo tl'-e Indian industrial talent, but where Indian industrial talent is 
existing, financial requirements should be forthcoming. 

4089. Are you aware of cases in which certain Governments did provide 
some of these gentlemen with resources with the result that that money, 
was lost to the taxpayer and therefore Governments have become m jre 
cautious in the matter?—That is also true to a certain extent as is seen 
from instances quoted in “State and Industries’’ by Mr. A. G. Clow;* 

4090. You say that in the case of existing industries the finance re¬ 
quired for further extension should be obtained either from the reserves 
or trom flotation of debentures. It has been suggested that debentures 
are not very popular with the public in Indie. Would you kindly tell the 
Committee w'hether you have any knowledge or experience of these deben¬ 
ture issues ?—I have no personal experience of any company floating deben¬ 
tures for obtaining additional capital. I know the case of the Tata Com¬ 
pany floating debentures in the London money market, but it would be 
impossible to float debentures in this country. 

4091. You say that unless an extensive use of bank acceptance is forth¬ 
coming and an adequate market exists in India there would be no proper 
co-ordination between the activities of the exchange banks and the com¬ 
mercial banks. Would you kindly help the Committee with your sug¬ 
gestions as to how this acceptance business can be promoted in India?— 



440 


1 have already spoken of the acceptance business in my book “Present- 
day banking in India”. If bills can be created, if there are acceptance 
houses or firms able to undertake this business and if these bills are dis¬ 
counted by ordinary banks on the strength of the shroff’s acceptances, 
there may be easy scope for development. A sort of specialising agency 
must be created in the beginning in order to ascertain the standing of the 
different parties; and when such an agency is created, there would be the 
possibility of developing the acceptance business. 

4052. You say that if the exchange banks need adequate funds for 
their operations in India, there is at present no means of re-discounting, 
or disposing of their import hills in this country. May I suggest that 
your reference to the needs for adequate funds is theortical as the 
exchange banks in their memorandum submitted to this Committee have 
said that so far as they are concerned they have ample resources to finance 
the foreign trade of the country?—That is the usual statement put forward 
by the representatives of exchange banks. At certain times when exchange 
becomes fluctuating, there are difficulties in the matter of financing exjiort 
trade. They are not due to want of adequate funds, because the exchange 
banks are quite willing to bring in funds from London to this place, but 
to the non-development of forw'ard discount markets and the stability of 
the exchange. A specialised market such as exists for the Dollar Sterling 
Exchange does not exist in this country as between the sterling and the 
rupee. That sort of market must be created in this country, so that 
exchange might be tolerably stabilised, and exchange risks eliminated. 

4093. Mr. Buckley : Are you not aware that the exporter who wants 
to cover his forward business can always cover his exchange and it is the 
exchange bank that carries the risk and not the exporter?—It is not the 
duty of the exchange banks to buy and sell bills at such rates as would 
give the exporters steadiness to the rate. We must develop the forward 
exchange market in order to give steadiness to the rates. 

4094. Mr. Rushforth: Do you realise that the forward market in India 
is one of the most highly developed forward exchange markets in the 
world?—You have the highly developed form of market in London. In 
the case of certain countries there is direct relationship between the rupee 
and foreign countries, while in the case of others there is no such direct 
touch. For instance, if you take the money market report and see the 
quotations reproduced at the end of a day in the newspapers, there are 
certain gaps which show that there is no direct touch on that particular 
day between that particular country and India. 

4095. Do you not realise that it is because there would be so many 
gaps to be filled in that the newspaper is unable to quote all the quotations 
of the day which are available?—^I moan to say that there is not so much 
of the specialisation in forward exchange here as we meet with in America 
or pngland. If forward exchange is specialised to a great extent, there 
would be some steadiness imparted to the exchange rate. 

4096. Mr. Buckley ; Can you give the Committee a specific instance of 
any merchant who has wanted to do forward exchange business with any 
country and has not been able to do it — I do not know of practical 
instances. 

4097. Do you understand that only the quotations for the countries 
with which India is particularly concerned appear in the newspapers an^' 
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thiit if a rnarchant wants a (quotation for any other country it is always^ 
obtainable frorn an exchange bank? There is no object in filling up news- 
papers_ with quotations for countries where you may only be asked for a 
quotation perhaps once a month or once in six months, and considering 
the risks that the exchange banks take upon their shoulders, the merchants 
get most favourable rates of exchange even one year or eighteen months 
ahead?—That is possible to a certain extent, but I want to stabilise the 
rate of exchange and see that the exporter is assured of a steady rate. 

4098. Sir Pvrshotamdas Thakurdas : Do you agree with what Mr. 
Buckley says?—I do not. 

4099. Chairman: You refer to the various counts of indictment againsk 
the foreign exchange banks as they exist at present. Would you kindly 
tell the Committee whether you yourself have anything to say on any 
of these charges based on your knowledge or experience?—I shall take the 
counts of indictment one by one and try to give you my experience. As 
regards the indictment that foreign exchange banks compete with the 
Indian joint stock banks not only in the matter of securing deposits but 
in financing borrowers in the slack season, there is some amount of 
truth in it. 

4100. I want to know whether you can in any way substantiate thia 
charge from first-hand knowledge.—As a theoretical teacher, I cannot 
hope to have any first-hand knowledge on practical aSairs of banking, 
I have heard responsible people repeating this charge. 

4101. Does that apply to every one of these statements? You have 
heard responsible people make these charges, but as you are only a theo¬ 
retical lecturer you can say nothing in regard to any of these charges from 
personal knowledge?—No. I have not had any opportunity to verify any 
of these statements. 

4102. You say that in view of their past opposition to the Central 
Bank proposals, it is likely that when the Central Bank is started, the 
exchange banks would possibly refuse to co-operate with it. Would you 
kindly tell the Committee to what past opposition you are referring? 
Are you aware that in connection with the Eeserve Bank Bill the British 
Exchange banks furnished the Government with a helpful criticism of the 
Bill and did not show any spirit of non-co-operation as suggested by you?— 
There was a Conference, held in 1899 during the time of Lord Curzon, of 
the Presidency Banks to form a Central Bank and at that time tho 
exchange banks did not very much like the idea. 

4103. Sir Purshotamdas Thakurdax: What literature can you refer ua 
to for the details of this?—On page 642 of my book “Present-day Banking 
in India”, I have given the historj' of the proposals relating to the 
Central Bank. 

4104. Chairman: But there is nothing there to show that the exchange 
banks at that stage opposed the idea of a Central Bank. Apparently their 
opposition was to give the Amalgamated Presidency Bank, which w^as all 
that was contemplated then, access to the London money market ?—I may 
refer to the oral evidence given by Mr. Charles Nichols before the Hilton- 
Young Commission, Vol. V, Question Nos. 14156 to 14158 in reply to Sir 
Henry Strakosch on Central Bank. In reply to the questions whether he 
would co-operate with a Central Bank, the witness declined to give answers. 
In his Book on ‘Imperial Bank’, Baster is not very enthusiastic about the 
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conception of a Central Bank. I could give certain further references to 
the points of difference on the part of the Exchange Banks in regard to 
the formation of a Central Bank in this country. 

4105. If, when the Government of India brought forward the Eeserve 
Bank Bill the Exchange Banks did not oppose the idea, would not that 
indicate that they had in any case modified the attitude which they had 
previously taken up?—There might be a change of opinion. 

4106. You have devoted a whole section of your memorandum to the 
advantages of financing India’s foreign trade entirely with the help of her 
domestic resources. Could you kindly tell the Committee what part 
domestic and foreign resources play in the financing of India’s foreign 
trade ?—The London money market ig in a position at present to re-discount 
our D. A. bills and it is the exchange banks who are able to finance the 
foreign trade to-day with the help of Indian deposits. We should be in 
a position to impress upon the London money market authorities that 
similar access should be granted to Indian Exchange banks that might he 
conducting foreign exchange business. Indian Exchange banks with rupee 
capital are not in a position to obtain the same facilities as foreign exchange 
banks are with sterling capital, and I think that was also the experience 
of the Tata Industrial Bank when it began to conduct foreign exchange 
business. Their bills were not discounted even by the Bank of England 
on the plea that it was rupee capital. They might have been re-discounted 
in the London money market, but that was quite a different thing. So far 
as the Bank of England is concerned, there is a specific provision which 
limits re-discounting only to particular banks possessing sterling capital. 

4107. Is there such a provision in the Bank of England Act?—^It might 
be one of the by-laws. 

4108. Mr. Khaitan: It is the practice of the Bank of England to re¬ 
discount only such bills as bear two English signatures. 

Chairman : But the witness said that it is provided in the by-laws of 
the Bank of England that the Bank of England would only re-discount 
the bills of those banks which have a sterling capital. 

Mr. Khaitan ; It comes to the same thing as the bank with sterling 
capital would be an English institution. 

Sir Purshotamdaa Thalcurdas: I do not know if it is in the by-laws, but’ 
it certainly is the convention. 

4109. Chairman : It has been mentioned to the Committee that exchange 
banks have to bring out funds from London at the commencement of the 
busy season for financing India’s exports and that these funds are returned 
later when the exports are shipped. Do you consider it possible or 
advantageous to dispense with recourse to external funds ?—We should not 
dispense with recourse to external funds which can be utilised for the 
finance of trade. But there is no reason why our profits should go out 
of this country. If there can be any arrangements whereby the Indian 
exchange banks can have branches in London it will be all right. The 
question of financing foreign trade with the help of domestic funds would 
be a clear advantage. 

4110. Do 3 ’ou advocate that this inflow of external funds into India in 
certain season should be stopped ?—^It is not immediately fessible. Unless 
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■domestic capital resources extend there is no question of stopping the 
inflow of external funds. 

4111. You say that since the dismal experience of the Tata Industrial 
Bank, it is becoming practically impossible to create strong Indian joint 
stock banks for conducting foreign exchange business alone. Could you 
■give the Committee a fuller idea of the experience of the Tata Bank in 
regard to this exchange business and what lessons you draw from a study 
of that experience?—It was stated that there was a lack of discounting 
facilitie's in London. It was not in a position to have its balances converted 
into rupee resources. This has acted as a great handicap in foreign 
exchange business. One of the economists used the expression that the 
Tata Industrial Bank was treated as a pariah. It may be true, or it may 
be an exaggeration, but he said so. 

4112. You say that the proposed Indian Overseas Bank should maintain 
always in its initial stages rates above one or two points more favourable 
than those of the foreign exchange banks in this coimtry. May I take it 
that in your opinion the rates now quoted by foreign exchange banks to 
merchants and traders are not competitive rates and that the new Overseas 
Indian Bank that you propose would be able without incurring any loss to 
quote more favourable rates than the existing exchange banks?—The 
present rates of the exchange banks are competitive. I do admit there is 
a competition existing amongst the eighteen exchange banks. As regards 
the second part of the question I consider that no losses will be incurred 
by the Indian Overseas Bank; there will be the Beserve Bank and whatever 
the balances there will be can be utilised for financing the exchange opera¬ 
tions. I have in mind the relations that are existing between the Yokohama 
Specie Bank and the Imperial Bank of Japan. A two per cent, lower rate 
is distinctly granted to the Yokohama Bank in order to help it to do the 
exchange business. 

4113. Your proposal is this. That the Beserve Bank, when it is 
established, should lend money to the proposed Indian Overseas Bank at 
rates lower than the prevailing market rate?—^For the purpose of utilising 
the funds for exchange business. 

4114. But you say that the Beserve Bank should lend money to it at 
a lower rate for that purpose?—Yes. 

4115. Therefore the loss would be transferred to the Beserve Bank?—- 
There is no definite loss. 

4116. If the Beserve Bank were to lend money at a lower rate tb the 
Indian Overseas Bank, will that not involve loss to the Beserve Bank?— 
There is a short period and long period. In the short period, there may 
be a loss; but in the long period when the Indian exchange banks under¬ 
take this work, there will be a double gain to the country. 

4117. I am not talking about the country. In the case of the Beserve 
Bank there cannot be a long period and a short period. There will be a 
loss to the Beserve Bank?—A Central Bank is after all for the best interests 
of the country and in considering that fact it should bear that loss. 

4118. So, you say that the Beserve Bank should suffer that loss for the 
benefit of the country?—^Yes. 

4119. You say that the formulation of a well-conceived plan like that 
indicated by you would be far more advisable than the enactment of futile 
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and mischievous programmes to limit the services of the present-day 
foreign exchange banks of this country in the direction of financing our 
growing foreign trade. Will you please explain why you consider the 
programmes to be futile and mischievous?—From the theoretical stand¬ 
point, we should not take away the deposits from the exchange banks. 
Because it is quite likely that they will have a hoarding tendency. If we 
were to get away their right of taking deposits, we shall be injuring them. 
That is one thing. Secondly, it might be taking over the burden upon 
our shoulders by way of encouraging the hoarding tendency to a certain 
extent. I should have every freedom to put my deposits in any bank 
I like. If I find that a particular exchange bank will be quite safe, I should 
be at liberty to deposit my moneys in that bank. 

4120. Mr. Ramdas Pantulu: Will not the deposits which are now 
flowing into the exchange banks flow into the joint stock banks?— 

I have already said that thei-e will be a gap. 

4121. You say that the “oral transfer” of shares in order to evade 
the payment of stamp duty has to be prohibited. Have you any evidence 
as to how far such a practice is prevalent?—There is a mistake there. 
Instead of the word “oral” it should read as “blank”. 

4122. You suggest that half of the subscribed capital should be paid down, 
at the start of the banking company’s business and that the remainder 
should be paid within twelve months. Is it your intention that banks’ 
shares should be fully paid-up?—There is no harm in having the fully 
paid-up shares. If there are fully paid-up shares the value of the bank 
shares will not fluctuate in the stock exchange. The capitalisation of the 
bank should be done; in such a manner as to take into consideration the 
nature and character of business requirements and also the actual capital 
of the bank should be proportionate to the requirements of the particular- 
locality. 

4123. Po you want that a certain amount of capital should be paid up 
before the bank starts its business?—Yes, certain amount should be paid 
in proportion to the requirements of the business. 

4124. You say that certain amount should be paid-up capital. It does 
not follow that the bank shares should be fully paid-up?—It does not 
follow. But I say there is no harm in having fully paid-up capital. 

4125. There is no harm in various things. My object in asking you this 
is to ascertain what your proposal is?—By having fully paid-up shares 
there is an advantage that the share value does not fluctuate on the stock 
exchange. Suppose rumours are spread against a bank during its first 
year, the value will go down. 

4126. Mr. Khaitan: Does not the value of the shares fluctuate in 
relation to the amount of dividend paid?—The question of dividend comes 
after some years’ working of the bank. But during the first year, if there 
is any rumour against a bank, there will be no further capital available 
for the bank’s development. 

4127. Is that your experience of rumours in India?—^I have very little 
experience of stock exchange. 

4128. Chairman: You said that when a bank is started, it must have- 
a certain amount of paid-up capital. I can fully understand that, becauso- 
it will inspire public confidence. When once that is secured, I fail to 
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understand your second proposal that the bank’s shares should be fully 
paid-up?—We get immediate opportunity of utilising that addition^ 
-capital. If you go on calling on the shareholders to pay more subscriptions 
towards their shares and if there are any rumours in the market about the 
bank, they will not pay further calls. 

4129. You say that share-hawking in- the case of banking companies 
ought to be prohibited. Have you any evidence as to how far such a 
practice is prevalent at present?—When new companies are started, people 
go to those who have got money and ask them to invest their money in 
the bank shares. Even though they have no confidence in the directors 
of the companies, still people go in for such shares on the recommendation. 

4130. (1) But how can you provide a legislation to prevent this?— 
simply say that the hawking of shares should be prohibited. 

4130. (2) Suppose I want to float a new company and if there is a 
provision in law that hawking is not allowed, how can I sell the shares of 
that company ?—You can do so through certain recognised brokers. 

4130. (3) How will you know that these legitimate share brokers will 
not hawk?—They may do so; but what I mean to say is that they should 
be legitimate brokers. 

4130. (4) Suppose I hold certain shares in the Imperial Bank and 
instead of going to a broker I go to Sir Hugh Cocke and ask him to buy 
those shares from me. If there is any law prohibiting hawking, I myself 
and Sir Hugh Cocke will be penalised ?—The best way for you i^ to go to 
Stock Exchange. 

4130. (5) You said just now in regard to deposits that a person should 
be at liberty to deposit his moneys wherever he likes. And in this case 
why should not I have the liberty to go to Sir Hugh Cocke direct? 

Sir Hugh Cocke: I think the witness is referring to the new Companies 
Act under which hawking was prohibited in England. 

4130. (6) Mr. Khaitan: Are you aware that in the Stock Exchange only 
those shares which are on the list of Stock Exchange are allowed to be sold 
and bought?—Many students approach me for purchasing shares, but I 
refuse to take from them. I only go to the Stock Exchange. 

4130. (7) Chairman: In regard to foreign banking companies you suggest 
that a license fee should be levied and that similar restrictions, as are 
imposed on the domestic banking companies in the country of their origin, 
can be imposed on the foreign banking companies. Would you explain 
your proposals regarding restrictions in this particular sentence a little mote' 
fully?—I mean restrictions which are there in the case of Indian Joint 
Stock Banks. Those restrictions can be applied to the foreign exchange 
banks as well. 

4180. (8) You say that foreign banks should be required to appoint 
Indian citizens on their staff, based upon the precedent of Turkey. Would 
you kindly help the Committee with any information you may have in 
regard to the practice in Turkey?—^I would refer you to the London Bankers’ 
-magazine. There was a notice served on the Ionian Bank in the case 
of Turkey. 

4130. (9) You say that in Turkey they engage their staff on 50 to 60 '.. 
basis. That does not mean that a particular bank should take up men in 



446 


the higher posts. If there are 50 people ia the Bank, 25 men may be 
clerks and peons. So, how can your suggestion be carried out as regards^ 
the appointment of Indian citizens as bank managers ?—I mean Indianisation 
of bark staff. 

4130. (10) You make this statement but I want to know what authority 
is there that there should be 50 tp 50 basis?—There is no authority. 

4131. Chairman : lifou give four reasons why there can be no proper 
co-ordination between schools and colleges on the one hand and banks- 
on the other. Taking your first reason, can you tell the (Jonimittee whether 
you have any grounds for thinking that the practical banker has a positive 
contempt for teachers and professors ?—That is my experience and feeling. 

4182. As regards your second reason, I may mention that the Com¬ 
mittee have been told that at the request of heads of colleges and institu¬ 
tions in Bombay, apprentices are being entertained by banks such as the 
Central Bank of India and the Bank of India and that while some of 
apprentices are taken with a view to employment on the bank’s permanent 
staff, the others are merely given facilities to enable them to appear for 
the Banker’s Institute examination. In view of this, do you think the 
difficulty you point out is insurmountable?—If such concessions were 
granted by all Indian joint stock banks there will not be much difficulty 
in bringing theoretical students in banking into touch with practical 
banking methods. So far as the students are concerned, there might be 
some who take up banking as their profession while others might take to 
practical banking only for the sake of study. 

4133. Indeed, one of the leading educationists of Bombay, the principal 
of a College of Commerce, told us that such facilities exist there, but 
I cannot understand your suggestion of boys taking up to banking educa¬ 
tion simply for the sake of gaining knowledge and not for taking it as 
their career?—The fact is that students who are taken on as apprentices 
in banks are taken only with a view ultimately to absorb them into their 
staff. Such apprentices would not reveal the secrets regarding the internal 
working of banks. 

4134. Another gentleman from your part of the country told us that 
some specific provision should be made in the case of these apprentices 
that they would not take up an appointment in any other banks. Is that 
also your view?—Some such provision should exist so that no harm would 
be done to the bank which afforded special facilities for practical training- 

4135. As regards your third reason, is it your intention that when banks 
undertake to train apprentices, regular classes should be held inside 
the banks as in schools and colleges? Should it not be left to the 
apprentices to learn the practical side of banking by close contact with 
the bank’s staff engaged in the daily work of the bank, supplemented it 
necessary by lectures by practical bankers on topics of special interest 
under the auspices of a central banking institute such as the Indian 
Institute of Bankers?—The second arrangement that lectures should be 
delivered by the Institute of Bankers is superior to the first arrangement. 
In the absence of lectures under the auspices of the Indian Institute of 
Bankers, I think banks in the mofussil centres should hold theoretical 
classes side by side with practical training for the benefit of their 
apprentices. 
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4136. Why should you have this theoretical training at mofussil centres.- 
Why not concentrate such specialised studies to bigger cities where there 
are colleges?—It is all a question of expense. What I want to convey ia- 
merely this that if there are facilities for such training in the mofusil, 
there is no reason why banks should not be made to start such classes 
BO that the officers of the banks can devote a few hours of their evening 
time to train such students. 

4137. Even there it is all theory. You assume that the bank officials- 
will have the spare time and the willingness to do it?—I suppose they 
will if they are paid some extra tuition fees. 

4138. You say that Indian banks do not provide any facilities for the 
training of boys in banking business as do the hig five of London or the 
American Banks. Can you tell the Committee what facilities are provided' 
by the foreign banks you refer to?—^Dr. L. M. Minty in his book “English 
and American Banking Methods” has thoroughly dealt with this matter. 
The principle is of promoting junior clerks to the position of officers. 

4139. Dr. Minty refers to the difierence in-the method of training 
young men whom these banks take in their permanent staff. On the 
other hand, here you are talking of boys who do not want to take to- 
banking career?—Some of them might take to banking as their career if 
they Pnd there are vacancies. Take for example, Dr. Minty’s own case. 
After completing his studies in banking in England, he approached the 
banking authorities in London and got a scholarship for the study of 
banking conditions in America. After the study abroad he returned to 
England and published his book and thereafter got his Doctorate degre». 
He got such special facilities, whereas in India such facilities are not 
offered at all. 

4140. That is a different matter. There is nothing to prevent the 
grant of such scholarships in India as well, either by banks or private 
institutions or even Government. You say that the Imperial Bank does 
not care for banking knowledge as one of their important qualifications 
on the part of selected apprentices. I understand that in the scheme of 
probationers followed by that bank it is stated that preference will be 
given among others to candidates who have obtained the B. Com. Pegree 
from the Sydenham College of Commerce, Bombay. Is there any college 
similar to this in Calcutta and have any attempts been made to approach' 
the Imperial Bank to include the products of such a college within their 
probationers’ scheme?—The Calcutta University has now made provision 
for the B. Com. Degree for the last three years. So far as I am aware, 
the University authorities have not made any attempts to have their 
examination recognised by the Imperial Bank of India as a requisite 
qualification for candidates taken on as apprentices. 

4141. You refer to the fact that some of your students entertained by 
the Imperial Bank have never risen to positions of responsibility. Can 
you give the Committee some instances giving their qualifications, experi¬ 
ence and present position?—I have known of several of my own students 
who have been working as clerks in the Calcutta branch of the Imperial 
Bank Savings Bank branch for the last 6 or 7 years together. I have also 
Hiown of students who are in similar plight in the Calcutta branch of the 
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■Central Bank of India, and they are also not getting their due and ade¬ 
quate promotion. 

4142. Chairman'. In the cases which you refer to, so far ag the 
Imperial Bank of India is concerned, were the students taken as pro¬ 
bationers?—They were all taken in as clerks. 

4143. I am afraid the discussion hag taken a different colour now. 
However, we will leave it at that. You say that major banks should 
select pupils from schools and colleges and train them in specialised courses 
in banking and that the expense incurred by the banks need not be refunded 
if the pupils from schools and colleges turn out to be unfitted for the 
banking work. Do you think it reasonable to expect banks which are after 
all working for profit to forego money spent on such training if the pupils 
are found unfit for employment by them?—The American banks are 
pursuing such a course of action. If some of the Indian joint stock banks 
would introduce a similar course of training, it will be good. 

4144. You say that American banks are pursuing that course, but shall 
I be able to find out the reference in Dr. Minty’s book?—You can find 
the reference in Walter Leaf’s presidential address and other presidential 
addresses delivered at the London Institute of Bankers’ Annual meeting. 

4145. Do the English banks also pursue the same course?—No. 

4146. You refer to the expansion of the general agency business by 
banks as a sure means of bringing in greater deposits and more constituents. 
Would you kindly tell the Committee what you mean by ‘general agency 
business’?—I am referring to the gratuitous work done by English banks 
under the general agency scheme. If such services were extended by 
banks in this country to their clientele, there will be greater satisfaction 
amongst the bank’s constituents and the business will also increase. 

4147. Do you mean to say that banks do the agency business 
gratuitously for their customers?—^Yes. 

4148. Sir Purshotamdas Thakurdas : Can you name one or two 
gratuitous services you are referring to?—Bagshaw has explained in his 
book “Practical Banking”. They are doing transactions, like the buying 
and selling of shares, execution of standing orders, etc. 

4149. But the banks charge you for it?—Yes, here in India banks do 
charge, but I am suggesting that banks should do these things gratuitously 
for their customers. 

4150. You suggest the possibility of selecting a few depositors as bank 
directors. Will you kindly explain to the Committee how this suggestion 
■can actually be carried out in practice?—Mr. Thakore in his book “Organi¬ 
zation of Banking in India—1927” has definitely suggested proposals in 
regard to this. Just as the shareholders have got a stake in the bank, so 
also have the depositors and it is but meet that the latter also should 
have power to elect their own representatives to be directors of the bank, 
to safeguard their own interests. 

4151. Chairman: You suggest that those taxes which are interfering 
with the development of banking should he removed. Can you kindly tell 
tie Committee what the taxes you refer to are?—As I have mentioned in 
my statement, when a new company is formed as a result of amalgamation. 
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E9giRtrafcion and other fees have to be paid. That is a handicap on the 
apaalgamation scheme; therefore these fees should be abohshed. 

4152. Therefore, the only tax that you recommend for abolition is the 
registration fee.—Yes. 

4153. You suggest that ‘a few other banks’ should be selected as public 
depositories after exacting due security with a view to create confidence 
in the banks. Would you kindly tell the Committee on what basis you 
would select the few other banks?—^If the Committee agree to the sugges¬ 
tion that there should be other banks also selected as Government deposi¬ 
tories, then the question of safety of creditors’ funds should be considered. 
For instance, in America, every bank is called a Government depository. 
I would suggest a reference to the statement issued by the Controller of 
the Currency in the United States of America for the conditions upon 
which banks are selected as Government depositories. To start with, 
it was a war measure; but it is still in vogue. 

4154. Am I to understand that for the basis of selection, you would 
like us to adopt the American arrangement?—Yes, if the banks selected 
give us absolute confidence as regards their stability. 

4155. Mr. Kamdas Pantulu: Have you any scheme to link up rural 
credit with the banking system of the country?—The Central Bank should 
stand at the top of the entire banking system and should supervise the 
joint stock banks which should, in turn, act as intermediaries between the 
ordinary banks and the indigenous banks or shroffs. 

4156. Who would ultimately finance the agriculturist?—You have got 
the co-operative system; you have got industrial banks; if they are not 
available immediately, they can be created. 

4157. Have you studied the provisions of the Commonwealth of 
Australia Act and the South African Agricultural Credit Act?—Yes, to a 
certain extent, so far as extracts appear from time to time in the Eoyal 
Economic Journal. 

4158. What do you think of the provisions in those Acts in relation to 
rural credit?—The existing co-operative system in India should not be 
interfered with. It is already working on sound lines. When we have a 
satisfactory machinery for development of rural credit, there is no reason 
why we should go after systems in other countri(!S. Let us adhere to 
and improve the system that we have at present. 

4159. In those Acts, a certain proportion of the resources of the Central 
Bank, for instance a part of the profits from Note-issue, is earmarked for 
rural credit. What is your opinion regarding their application to condi- 
tions in India?—I believe the Government of India are also doing something 
on those lines. 

4160. Have you had any experience of co-operative banking in this 
country? — I have seen the w^orking of co-operative stores and co-operative 
societies. 

4161. Do you know that some co-operative banks are suffering from 
want of sufficient funds?—I understand that in the case of some there is 
a plethora of funds. 

4162. What would you suggest as the best means of investing those 
surplus funds?—Co-operative banks should be \11owed to do commercial 
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baUiag without sacnfioing the ot the funeliooe dt the c«>'«¥e>aii)l«r 

Byeteiu proper. I would estabh^ % eloee between the pt^avineiiti 
apex bank and the money market of a particular oountry-. 1 would pl»ee the 
whole of the funds in the commercial bank, because there is a close link 
between the co-operative system and the funds available at the ^ex 
centre and the short term money market of the country. That sort ol 
link must be perfected. If you create an all-India co-operative bank, that 
would not satisfy our ideals. 

4163. So you are not in favour of an all-India co-operative bank?— 
I am not. 

4164. Have you carefully studied the syllabus of the Institute ol 
Bankers’ examination?—I have not studied it for lack of opportunities. 

4165. Do you think that any modification in the present syllabus ia 
neceSsal-y? If so, on what lines would you modify it?—I want to see the 
sjllabus first; 1 will then suggest what modifieations are necessary. One 
thing is certain; I'oreign Exchange must be studied in detail and there 
ought to be a separate paper on the Theory and Practice of Banking. 

4166. Mr. Hushforth: On page 12 of your memorandum you say, "If 
Indian joint stock banks give up other entanglements and specialise in 
foreign exchange business, they can easily succeed if they conduct sound 
exchange banking.” What are the ‘other entanglements’ you are refer¬ 
ring to?—Supposing they undertake long term loaning. 

Do you want them to restrict their facilities for internal trade in 
order to take up foreign exchange?—I mean they should undertake both; 
in fact that should be the main business of the banks; there should be 
no other entanglements. 

4167. Mr. Tjamond : On page 20 of youi’ memorandum you say "The 
Indian Institute of Bankers is at present under the general body consisting 
mostly of representatives connected with the Imperial Bank.” The Im¬ 
perial Bank authorities do take a great interest in the Institute, but what is 
your authority for this statement?—I think that the people selected are 
more or less the nominees of the Imperial Bank. There is no competent 
man with wide practical experience included in the Bank’s Council. My 
information is that the Institute was started more or less under the segia 
of the Imperial Bank. 

4168. So you are not quite sure yourself?—I am not quite sure. 

4169. I therefore suggest that you should not make statements without 
being absolutely sure about them.—^The present composition of the Indian. 
Institute of Bankers might have been changed. But in the beginning 
before the whole scheme was thrashed out, there was the question of the 
representatives being selected by the Imperial Bank. 

4170. Why should you say that the people already there are not the 
right kind of people? You admit that you have got no personal expedience 
of the Institute yourself.—My suggestion is that peepk who have got real 
practical experience must be selected. 
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FOTJRTEENTH DAY. 

Wednesday, the 10th September 1930. 

PaESENT: 

Sir Bhupendr\ Nath Mitra, K.C.S.I., K.C.T.E., C.B.E. {Chai^r.mn). 

Mr. D. P. luiATTAN. Mr. W. Lamonh. 

Mr. P. V. licsHFORTii. Mr. E. W. Buckj-ey. 

Mr. Manu St’iEDAR. Mr. G. K. Dev.vdhae, C.I.E. 

Sir Hugh Cocke, Kt. C’h judhri Mukutar Singh. 

Dr. L. Iv. Hyijilk Mr. Nalini PiAkman Sarkar. 

Mr. V. Eamdas Pantulu. Seth Ilfiji Abdoola HLaroon. 

Mr. V. K. Aeavamudha Ayanoar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masam, M.A. (Joint Secretary). 

Messrs. V. Venkateswara Sastrulu and Narasimha Eao, representa¬ 
tives of the Andhra cniamber of Oommerce, were examined. 

4171. Chairman: Do you represent the Andhra Chamber of Com* 
merce?—Tes. 

4172. When was this Chamber formed?—It was started in November 
1928. 

4173. Is its headquarters in Madras, and not in Andhradesa?—It is in 
Madras. 

4134. 1 thought the Andhra Chamber of Commerce was in Andhradesa ^ 

•—Madras is contiguous to Andhradesa. 

4175. I find that many of your members are doing business not in 
Andhradesa but in Madras. The two Vice-Presidents are in Madras. 
There are some from Cocanada, Rajahmundry and Bezwada, but the 
largest number seem to be doing business in Madras itself?—They are 
members of the Committee of the Chamber. 

4176. Can you tell me something about the membership of the Associa¬ 
tion? Where do the members do their business?—The number of mem¬ 
bers of th^ Association is now 82. They do their business in the Andhra 
districts, but some of them have their business a1 Madras. 

4177. Am T correct in assuming that Cocanada is a port in Andhradesa? 
—Yea. 

4178. You will probably admit that I and my colleagues have a distinct 
^ievanoe against you. On the 2nd January 1930 we received a memo¬ 
randum bearing the signature of Mr. V. Venkateswara Sastrulu which 
begins: “The Executive Committee of the Andhra Chamber of Com¬ 
merce fans deputed me to prepare this memorandum for the Banking 
Enquiry Committee and I have much pleasure in sending herewith my 
replies and suggestions to the questionnaire.’’ Is that statement correct? 
—Yes. 
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4179. You now say “the written memorandum represents ta some 
extent the personal views of one of us and so we have the honour to submit 
the following views of the Andhra Chamber of Commerce on the question¬ 
naire issued by the Central Banking Enquiry Committee.” When Mr. 
Yenkateswara Sastrulu sent us his memorandum on the 2nd January, I 
take it that - your Chamber had an opportunity of seeing what views ho, 
on your behalf, had placed before my Committee. I understand that 
about the beginning of August our Secretary wrote to you and communi¬ 
cated to you the date of the oral examination. Even then you did not 
say if you wantqd to replace your first memorandum. As it is, Ihere 
IS nothing in the first memorandum which finds a place in the second 
nfemoraaidurn and it is probable that only when you saw the questions 
which I was going to put to you that aspect of the case struck you. It 
was late in the evening yesterday that the new memorandum was handed to 
me. I find that there is not a single line in the old memorandum which 
finds a place in the new one. Is that fair to us? As 1 have read the new 
memorandum, I shall be able to put some questions to you, but my col¬ 
leagues have not seen it?—We went into the matter reported to us by 
Mr. Yenkateswara Sastrulu after you asked us to give oral evidence befero 
your Committee. We did not expect that we would be called ujion to 
give evidence and therefore w'e entrusted to Mr. Sastrulu the task .if 
answering your questionnaire with such help as he could get from the 
local merchants at Madras. Later on, we thought that unless we our¬ 
selves went into the matter it would not be fair to appear before you and 
waste your time as well as our time; so we called for a committee of the 
Chamber and we issued a sort of informal questionnaire to our members, 
eubmiftlng along with it Mr. Yenkateswara Sastrulu’s memorandum. 
Many ol the members did not agree with the views of Mr. Yenkateswara 
Sastrulu and said that it w'ould be better if a separate memorandum was 
sent to you. Up till leaving for Poona we were still collecting informa¬ 
tion from our members and it was only after coming to Poona that we were 
able to cciiate the information and submit a revised memorandum. We 
offer our apology in not being able to send additional copies of the new 
mem‘or.a.ndiim. 

4180. Am I correct in understanding that this new memorandum wholly 
replaces the old one, or is it in addition to the old ode?—The new one is 
supplementary to the old one. 

4181. Does not the new memorandum go against the views contained 
in the < Id one ?—In respect of some matters, yes. 

4182. What will the public think of the statement you have now made 
before us? They will think that at first you took the questionnaire of cur 
Committee lightly and deputed one of your members to write ^he memc- 
randurn which was sent to us, and that it was not until you were asked 
to come up for oral examination that you really took the matter seriously. 

1 leave it to the public to judge, when they see the printed volumes, about 
the efBc.'ency of your Chamber. 

4183. You say that in the case of goods that have actually arrived or 
g'uds manufactured, banks advance money by keeping them in their 
-goddwns but that it kills business. Could you explain a little more fully 
why business is killed by such advances?—We shall explain with regard 
to the local circumstances obtaining. Merchants used to import goods 
from England more or less directly and they used to take the goods on 
D. A terms from the Bank of Madras, sell them off and pay money into 
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the bank. Very few imports are now taking place on D. A. terms, and 
importing firms have been establiAed in their place. If Indian merchants 
import goods through a foreign firm now, that firm will give goods on D. A. 
Banks which originally used to give the D. A. to Indian merchants are 
not now doing so. 

4184. Are you giving your experience at Madras or at Cocanada?- ! 
am giving the experience at Madras. There is very little export and import 
through Indian merchants in all our districts. 

4185. Will not the Southern India Chamber of Commerce, who are 
coming before us and who have sent us a written memorandum he in a 
better position to give us the experience as regards Madras?—They may 
be able to do so. I am' not disputing their authority. 

4186. I do not yet understand how business is killed by such adavnces?, 
—If you want a direct answer, I must say ‘no’, but circumstances have to 
be taken into consideration. 

4187. What circumstances? You made a statement and all I want to 
know is how far that statement is correct. You btgin by saying that that 
statement is not correct. As regards conditions prevailing in Madras, we 
shall have an opportunity of hearing it from other people. Your answer 
is that it does not kill the business?—Yes, it does not directly. 

4188. In the statement you just made you said that up to a certain 
p(3riod banks used to give credit on D. A. Can you tell me which was the 
bank which used to give this assistance? I think you said the Madras Bank 
was giving the facility?—Other banks also. 

4189. But I want to know whether it is your statement that the Madras 
Bank used to give that facility?—I do not know. 

4190. Therefore you do not really possess the information. You defi¬ 
nitely said that it was the Bank of Madras who gave the facility, then 
added that other banks also used to give it. I know that the Bank of 
Madras could not have given the facility. Therefore I was trying to check 
your statement. There is no use pursuing the matter. Further we are 
dealing in this question with Indian industries and you are all the time 
talking of financing foreign trade. In j’our new memorandum you say 
that “the written memorandum already submitted represents the personal 
views of one of us.” If your Chamber do not subscribe to any particular 
view given in the memorandum, the simplest thing would be for you to 
say so, because that will avoid further examination. 

4191. Do you accept the statement that Industrial Banks should have 
additional capital from private depositors also?—Yes. 

4192. Then will you kindly tell the Committee whether it is your inten- 
tiji that these banks should receive only long term deposits from the 
public or could also receive short term' deposits in addition, like other 
commercial banks?—Our idea is that many charitable institutions, public 
bodies and trusts may be able to subscribe to share capital or to deben¬ 
tures. I/Ocal boards and municipalities are allowed by Government to 
deposit with co-operative banks and some are able to deposit pretty good 
amounts of money for more than three years. If such facilities are given 
to industrial banks, they may be able to get additional funds. 

4193. But who is going to give these facilities? If the public deposit 
money with them, nobody can object; but as another witness pointed out, 
nobody can force the hands of the public in the matter. My question had 
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DO referwioe to' trust funds, etc. I wanted to know whether the industrial 
bank should accept only long term deposit# or should also accept short, term 
deposits"—Only long term deposits. 

4194. Do you accept the statement that Industrial banks should be 
worked on similar lines like Agricultural Banks?—That statement is not 
Bubscribed to by the Chamber. 

4195. Mr. Ramdas Paniulu: By ‘agricultural banks’ do you refer to 
land mortgage banks'?—I refer to agricultural societies. 

4196. Chairman: Do you accept the statement that the help rendered, 
by Industrial banks should reach the cultivators of industrial crops"—No. 

4197. You refer to banks getting produce in their godowns and stipulat¬ 
ing the rates from middlemen buyers or whole-sale exporters or foreign 
buyers. Does your Chamber accept that statement?—No. 

4198. Does your Chamber subscribe to the statement that Exchange 
banks must accept the guarantee of Indian banks who have every oppor- 
tunity of knowing the conditions of the business and the status of the 
trader*?—Yes, it does. 

4199. It has been complained by one prominent Indian banker that 
even Indian banks are at present unable to know the correct financial 
standing of traders on account of the fact that at present they do not 
prepare properly audited balance sheets. Would you kindly tell the Com¬ 
mittee, from your experience of the members of your Chamber, whether 
Indian banks will be able to give such guarantee as proposed by you?—I 
think Indian banks would be, and merchants would certainly be prepared 
for the banks’ scrutiny and investigation of their accounts. 

4200. Mr. Khaitan: Are those members of your Chamber to whom 
you refer as being prepared to have, their accounts ex.amined by the banks 
or to give their balance sheets to the banks, engaged in trade, or are they 
indigenous bankers?—So far as the Andhra districts are concerned, no 
extensi%e trade is in the bands of Indians. It is purely a question of 
small traders doing business, perhaps second hand, in the sense that tliey 
have no direct relations with foreign countries or with very good Exchange 
banks. If these traders cannot get the necessary help from Indian banks, 
they have to go to indigenous bankers. 

4201. It is the traders who will be prepared to show them the real state 
of affairs?—Yes. 

4202. Chairman: Does your Chamber adhere to the statement that 
‘Indian Chambers of Commerce take up the work of exchanging the lists 
of buyers and sellers?’—No. 

4203. Do you adhere to the statement that the present legal definition 
of ‘bank’ is enough?—No. 

4204. Does your Chamber agree that the Trade Commissioner in 
London should be the authority to issue, renew or cancel licenses ti foreign 
biiiks in India?—With the modification that the Government of India 
ell luld issue the licenses on the advice of the Trade Commissioner. 

4205. Do you consider that an authority like the Trade Commissioner 
who is outside India can discharge this function?—The Trade Commissioner 
OTtly makes investigations whether the firms can be given licenses in India, 
or Uct; 



4206. Some of the Exchange banks come from Japan, some come from 
Holland, etc. How will the Trade Commissioner, who is in London, be in 
•a position to advise the Government of India in regard to such non-British 
banks?—I only say that the Government of India ought to take the initia- 
diive in the matter. 

4207. Therefore you think that the Government of India may seek such 
8dvi<.^e as they m'ay want to?—Yes. 

4208. Y"ou refer to a proposal about a Central Committee of Bankers. 
Does your Committee subscribe to this suggestion?—No, our Ccrnniittee 
has suggested instead a Eeservo Bank. 

4209. You propose that the Trust Act should be amended so last 
trustees may invest their funds in banks. Does your Chamber adhere 
to the statement?—Yes. 

4210. Is it your intention that such- funds should be placed in deposit 
with banks or should be utilised for the purchasi! of bank shares?—Not 
for the purchase of bank shares at all; it is eithisr for debentures or for 
-dcposit.s. 

4211. Here you are referring to commercial banks. In the ease of 
certain type of banks, the trustees may be allowed to put their money in 
them, c </., the land mortgage bank, if Government guarantee the rate of 
interest and certain facilities. 

4212. The laud mortgage bank is not a commercial bank. If you had 
eaid that some banks, like the Industrial Bank or the Land Mortgage 
Bank, should be given this particular facility, 1 would not have put the 
•question to you?—That is what 1 intended. 

4213. Chairman: You say that Government may keep their deposits 
in .ill hanks without confining themselves to the Imperial Bank. Does 
your Chamber adhere to this statement which you have made in the first 
njemorandum?—Our Chamber’s view is that where there are no branches 
of the Imperial Bank of India, the local banks may be given that, privilege 
of having Government funds. 

4214. Does your Chamber consider whether even that proposal will 
not alTect, what I may call, the efficiency with reg.ard to the mobility of 
Government balances?—The Co-operative mRvement has spread fairly well 
in our districts. We suggest that Government balances might be kept in 
these co-operative banks. 

4215. Do you want to imply that Government balances could be kept 
with the co-operative banks or any other bank in places where there are 
no branches of the Imperial Bank?—On this matter our Chamber would 
favour the idea of keeping Government money in a bank which has got 
several branches or in the co-operalive banks. This might bo done if it is 
possloie to do so without affecting the efficiency of the mobility of Gov¬ 
ernment balances. 

4216. Chairman: Now, we will examine you on your supplementary 
memorandum. You have referred to the Bezwada Weaving Mills, Ltd. 
Could you tell us a little more about that concern? Has it raised a proper 
arnrunt of share capital?—^It raised about Es. 6 lakhs of capital. Originally 
the management thought that they could get on very well in weaving 
alone w'thout having a separate section for spinning. Tiater on they fimnrt 
that they could make their concern really a success only if they mtrOfluced 
tbe ispinniag sectibn^ also.' Wheh- they appiro,nnhed the shareholdGrSj- the 
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latter were naturally reluctant to advance further capital. They grew alt 
the more diffident when they found that there were some failures of in¬ 
dustrial conoeme like the Masulipatam Sugar factory which found it diffi¬ 
cult to sell its bye-products like rum, etc. 

4217. You have yourself said in your supplementary memorandum that 
recurring capital or block expenditure for industries should come from the 
share capital or debentures on their stock and plant. If this Company 
could not follow the wholesome view of your Chamber, how could anyobdy 
have prevented its ceasing to be in existence?—Of course that is our ideal, 
but if an industrial concern finds it difficult to raise its supplementary 
capital by itself, then we suggest that the Industrial Bank, which we- 
want to come into operation, should .advanee money on long term credit, 
say for 5 or 10 years during which period the concern could repay the loan 
and also better establish itself. 

4218. Mr. Sarkar: May I put it to you that it is the intention of your 
Chamber to have recourse to an Industrial Bank for extension of business 
and thus for raising additional capital only in the case of longstanding 
mdusti'ii] concerns and not for new ones?—That is our point. But the 
iudustrial bank when it finds that the nature of the business is quite sound 
but lacks only in enterprise, it might advance funds in such a case also. 

4219. Mr. Khaitan: Is it your intention that the industrial bank should 
take up the debentures of the industrial concerns, there being at present 
no good market for selling these debentures?—They can do so. 

4220. Sir Hugh Cocke: You make a distinction between the originsd 
block and subsequent block. You do not suggest that an Industrial oank 
should subscribe for the original block?—We refer only to subsequent ex¬ 
tensions of business and not to original block. But as we have already 
pointed cut, if the bank thinks that it will be a sound investment, it can 
advance initial capital as well. 

4221. Chairman: I am trying to understand the position. Is it your 
view that the Bezwada Weaving Mills failed because for want of additional 
capital?—So far as the Bezwada Weaving Mills were concerned, we think 
that it was merely want of capital that was responsible for the failure of 
the concern. There were no other technical difficulties. 

4222. We shall now turn the Carnatic Paper Mills. Will you please 
tell me who the Mothey and Pyda people are?—They are practically private 
capitalists of Ellore and Cocanada. 

4223. Yon are aware of the history of the Carnatic Paper Mills and that 
the Madras Government lost a large sum of money on that?—Yes. 

4224. The Madras Committee did go into this question and they say 
that the Local Government renders assistance in various directions such as 
granting loans, guaranteeing cash credit w’ith banks, taking up shares or 
debentures, guaranteeing a return on part of the capital. These are 4 of 
the main items with which we are now concerned. Though the Madras 
Government used previously to give loans up to 50 per cent of the assets, 
thev have actually begun to increase the limit to cent per cent of the net 
assets or they are about to do so. That is the impression which I gather- 
on reading the Madras Committee’s Eeport. The Madras Committee say 
“It will be seen that the Government’s attempt to assist industries in this 
matter have met with sm'all response and less success, but one c.innot 
expect that the offer of loans for commercial concerns in a land develop^fl 
commercially only to a very small extent and educated more on acadejx^- 
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lines than in industrial anjd commercial practice would at once produce an. 
outburst of feverish activity”. This is their conclusion. At the sarrte time 
in fairness to them I must say that they have also recommended soms' 
form of industrial bank. From a reading of the position I find that the 
sole difficulty is not one of finance. Is that so?—We cannot say that it is 
the sole difficulty, but it is one of the great difficulties. 

4225. You have said that at present much of the finance is got from 
the indigenous bankers at high rates of interest. You probably know the 
Committee’s definition of the indigenous banker and that is, those people 
who receive deposits in addition to lending out. Will you please veil iwe 
who the indigenous bankers to whom you refer are?—The Multanis, the- 
Nattukottai Chettiyars and the Marwaris. 

4226. Have the Nattukottai Chettiyars got their agencies in your part 
of the country ?—No. Only Marwaris do the money-lending business. 

4227. Can you tell me wh.at rates of interest they charge?—It ranges 
from 12 to 18 and sometimes even from 24 to 36 per cent per annum. 

4228. What is the normal rate?—On an average it is about 12 to 16- 
per cent and more?—Yes. 

4229. Then it must only be on bad security that they lend out at 24 
per cent, and more?—Yes. 

4230. Mr. Devadhar: Do you mean to say that anybody would lend 
out money without any security whatsoever simply for the mention of high 
rates of interest on paper? It is all speculation, taking a big risk. Is it 
often done?—It is sometimes undertaken. 

4231. If a man promises 75 per cent interest, do you mean to say that' 
mcneyleiidcrs are willing to advance money without any consideration of 
the consequences or security? Has monoylending become so reckless?— 
We know of several instances in which Marwaris lend out money even 
without promissory notes on 50 and 60 per cent interest. No doubt when 
these transactions go to court, the latter does not allow these exorbitant 
rates but they simply cub them down. Sometimes these moneylenders 
advance Es. 10 or Bs". 20 less and get a pro-note for Es, 100, from their 
debtors. All sorts of practices are common. 

4232. Seth Haji Abdoola Haroon: Are, there any Multanis in your part 
of the country?—We have only Marwari bankers. 

4233. Mr. Ramdas Pantulu: Do you know anything about the affairs 
of the Carnatic Paper Mills and why they failed?—Our Chamber’s informa¬ 
tion is that the whole of its assets which were worth 12 lakhs, had to b« 
sold out for 4 lakhs only. 

4234. Mr. Devadhar'. When this concern was started, were not all these- 
facts taken into consideration? Is it your real complaint that they did 
not have adequate funds or was it the lack of adequate knowledge?—Both 
combined. 

4235. Mr. Ramdas Pantulu: Do you know how the Sugar Factory at 
Masulipatam and the Jute Mills at Chitvalasa failed?—We have got oiily 
general information about them. The Sugar Factory failed because it could' 
not make adequate arrangements to sell its bye-products. We do not know 
much about the other concern. 

4236. Mr. Khaiian : You have quoted the instance of the Weaving Milk 
at Bezwada. In answer to Chaimran’s question you said that their failure 
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4rught have been due to lack of technical advice and to the fact that they 
did not start the Spinning Section which they were told would be a paying 
proposition. Do you know in what year the Mills were started?—We have 
no information. 

42S7. Are you not 'aware that it v/as thought by even great technical 
-experts that weaving mills by themselves would be profitable to work in 
India?—We do not know. V/e, have been informed by some of those 
•connected with this particular concern that they were advised by technical 
nxperts that if they had started a spinning section, it would pay them 
•better. 

4238. Round about Bezwada much cotton is available both from 
■Hyderabad and from Madras (Bellari, Nandyal, etc.), so that Bezwada is 
a place which is very well situated so far as raw cotton is concerned and 
would therefore be a good place for a spinning section to be attached to 
-a cotton mill?—Quite so. 

4239. Is the labour round about Bezwada costly?—It is fairly cheap, 
about 8 annas to a rupee per labourer per day. 

4240. Then, is there any lack of technical advice in regard to cotton 
mills?—I do not think so. 

4241. The promoters of this particular concern were advised—and in 
my opinion correctly advised—that if a spinning section could be attached, 
the mills could be made profitable. And as wo have seen, technical advice, 
■raw material, cheap labour, nil these things were available. Therefore all 
that was needed was finance only?—Quite so. 

4242. Chairman: Can you tell me whether this particular concern ever 
appioached the Madras Government for financial assistance? You know 
"the Madras Government have got a textile expert?—On this point of 
information we have nothing to say. 

4243. Mr. Khaitan: Sir, I believe that however liberal the law may 
be, the practice of the Government in regard to cotton manufactures has 
been to restrict aid to liand-weaving and hand-spinning industries. 

4244. Sir Hugh Cochr : I want to ask how long this particular mill had 
traded with a capital of 0 lakhs before it thought that it should extend?— 
Tor about five or six years. 

4245. Did it make profit or loss during that period?—It suffered losses. 

4246. At the time it wanted to extend, how much had it lost?—Only 
about a lakh or 50 thousand. 

4247. Chairman: You have said “The foreign export and impoii; business 
is mainly in the hands of foreign firms.” When you talk of the foreign 
export and import business, are you referring to the position in the Andhra- 
desa alone or the whole of India?—Mostly we are referring to Andhradesa, 
but our impression is that it is the same in certain other places such as 
Calcutta. So far as Andhra Districts are concerned, the import and export 
business is mainly in the hands of foreign firms. 

4248. In answer to Question 3 you say, ‘‘The rates of interest on the 
loans raised on hundis, promissory notes or bonds, varies from 12 to 18 
per cent and in some eases, it exceeds 24 per cent even, etc.” When I 
read all this, I thought you were referring to Andhradesa only?—^Yes. 

4249. Then your complaint is really against the Marwari or the indi- 
•^enouB money-lenders?—We have had no dealings with Multanis. So far 
vBs bur Chamber 5k concerned', we have experience of Marwaris only; 
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4250. Do Nattukkotai Chettiyars at all lend money for the purpose of 
financing industries?—There are many small rice mills and small ginning 
mills which are financed by these Nattukkotai Chettiyars. 

4251. Do bhese Chettiyars receive facilities from the Imperial Bank and 
other joint stock banks to which you refer?—That is our impression. 

4252. Mr. Devadhar : Why do the rates of interest charged by these 
indigenous bankers and other banks vary so widely?—These indigenous 
bankers borrow from banks and before they re-lend that money to small 
traders and others, they must keep some margin of profit for themselves. 
Hence the difference in the rates of interest. 

4253. Chairman: You have already admitted that Chettiyars do not evist 
in Andhradesa; so that when you are talking about them, you are merely 
referring to conditions in Madras. Now in Madras, as you know, there is 
no dearth of banking facilities; is there? 

4254. Mr. Rushforth: Are any of these Marwari indigenous bankers 
members of your Chamber?—^No. 

4255. Chairman: Do they not carry on business in Andhradesa?— 
They do banking business and not much of trading. 

4256. Mr. Lamond: But you have Multanis in Vizianagram?—Still the 
Marwaris are the predominating class; though from our point of view they 
are both foreign to Andhradesa. 

4257. Chairman: From your answer to Question 4, I gather that you 
do not favour an all-India Industrial Bank; you prefer an industrial bank 
in each province?—Yes, for the present. 

4258. Therefore to that extent you disagree with other people from 
Andhradesa (whom we have heard before) who are totally opposed to the- 
idea of provincial banks. 

4259. Have you at all thought about the constitution of 
this bank? Is it to have a share capital and how is it to be started?—^We 
have felt the necessity for such a bank, but we have not thought about 
the details. 

4260. In your new memorandum you say that the purpose of an 
industrial bank is only to help the industry whenever an industry is in 
urgent want of funds to enlarge its scope of business. That does not mean 
helping the concern at the time of its establishment?—No. 

4261. Do you want to modify that statement?—But I have said th«fe 
in special circumstances an industrial bank may, as a special case, finance 
an industry from the beginning. 

4262. How can it do so? It must lend on some security. If the 
industrial concern has not come into existence, what security can the 
bank get?—If six lakhs of capital is floated for a concern and it can do 
business and if four lakhs are added and it can do better business, and 
if . the four lakhs cannot be got from shares, then the industrial bank may 
advance that sum, even though the concern may be in its initial stage. 

4263. Is it your intention that the Industrial Bank should come m and 
on the mortgage of the concern’s plant and machinery which is valued at 
six lakhs lend another four lakhs?—^Yes. 

4264. Mr. Khaitan:..! hope I am correct in saying that your Charhbe* 
has not considered whether the industrial bank should be an all'India battk 
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or a provincial banl^?—Taking local circumstances into consideration, a 
provincial bank can be more easily controlled than an all-India bank. 

4265. What will be the difference between dealing with a branch in the 
province ot an all-India bank and the head oifice of a provincial bank?— 
There is bound to be great difficulty, e.g., an all-India bank may think 
that the financing of the Bombay or Ahmedabad industry may be more 
usefully concentrated than in the province concerned. 

4266. Let us take the case of the Imperial Bank. This Bank is an 
all-India institution and has branches at several places throughout India. 

Is the Imperial Bank showing any partiality to any particular province or 
is it dealing equitably with all ])rovinees?—I am not able to answer the 
question. 

4267. Therefore you are not able to say whether an all-India institution 
with proper arrangements to deal with the provinces equitably will not 
serve your purpose?—If proper and equitable arrangements are made, it 
may serve the purpose, but it is a big ‘if’. 

4268. Mr. Ramdas Pantulu: Another gentleman from Andhra haa 
given us his reasons in favour of an all-India industrial bank. Suppose 
there is a provincial bank which is financing a particular industry and 
there is a depression in that industry, the provincial bank is likely to lose 
heavily in the value of its shares and debentures. Suppose' again there 
is a bank in Bombay which is financing the cotton industry; if there is a 
depression in the cotton industry, it is true that the industrial bank at 
Bombay would be hit to a great extent, but at other places like Delhi or 
Ahmedabad it may be making profits. So if it were an all-India bank, 
though there may be depression in one province, the bank will on the 
whole maintain its position by the profits it may make wdth regard to the 
same industry in other provinces. Therefore it is safer to have an all-India 
bank with branches in the provinces, so that it may bo better able to 
stand the stress of industrial depression. How does this proposal strike 
you?—You have to distribute your patronage among the several industries 
of the country, e.g., jute, cotton, leather, etc., so that the depression in 
one industry may not altogether cripple the finance of the bank. 

4269. You cannot have jute in Bombay and you have very little ol 
cotton in Calcutta. Therefore a provincial bank will not satisfy your 
conditions; it is only an Industrial bank that can finance the cotton industry 
in Bombay, the jute industry in Calcutta, the leather industry in Madras 
and so on that can distribute its patronage among several industries?— 
With regard to the question of putting the money into several industries 
instead of one, our Chamber is of opinion that same safeguards should be 
provided in the case of the provincial bank. As regards the question 
whether an all-India industrial bank cannot help the industries in Andhra- 
desa, if it can bestow the same attention to all the provinces, we would 
certainly prefer it. 

4270. So if the constitution of the all-India industrial bank is such a» 
to ensure its safeguarding the industries in all provinces and especi.nlly 
those which are most backward, you will be in favour of an all-India 
bank?—Yes, because it can command greater finance than perhaps » 
provincial bank. 
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4271. Mf. Devadhar: Would you like the industrial bank to, undertak® 
organisation of industrial enterprises or would you only like it to finanoe 
industries?—It should do more of financing, giving technical advice where 
it can. 

4272. Dr, Hyder: I shall read to you a passage about the Imperial Bank 
from the report of the Bihar and Orissa Provincial Banking Enquiry 
-Committee: 

“On account of their official connection the branches have been able 
to attract 18o lakhs of private deposits free or at low rates 
of interest. Either owing to the conservative policy pursued 
by agents or the absence of suitable openings for investment 
or the restrictions imposed by the Imperial Bank of India 
Act, the branches do not put to much local use the funds so 
collected, with the result that they are exported to the com¬ 
mercial centres outside the province.’’ 

Could you tell me whether your Chamber has given consideration to the 
point that an all-India industrial bank might collect funds from Andhradesa 
and utilise them for some other place?—This is why we, in the first 
instance, preferred a provincial bank. But if the all-India industrial h ank 
can act equitably, as one of the members suggested, then we said we had 
no objection to such a bank. 

4273. Can a provincial bank, in your opinion, take proper care, by 
itself, of provincial needs and aspirations?—I think so, though perhaps it 
may lack the advantage of mobilising the finances which an all-India 
industrial bank may have. 

4274. You have to balance the one against the other.—But it will only 
for small operations. 

4275. Chairman: If there was an all India industrial bank which was 
■dealing with, say, cotton, jute and other minor industries in various pro¬ 
vinces and if there was a depression in cotton which perhaps very largely 
affected the position of the industry in Bombay, but did not affect to that 
extent the position of the cotton industry, say, in Delhi or Madras, that 
fact would lielp an all-India bank as compared to a provincial bank. But 
in a case of that sort, will not the fact that the cotton industry in Bombay 
is. predominant, by itself, pull down the shares of the all-India bank and 
iaflect its financial position? On the other hand, if there was a -provincial 
bank at Madras which was not much concerned with cotton and if there 
•was a heavy depression in cotton, its financial position may not be 
embarrassed by the depression in cotton itself ?—The Bombay mill industry 
is Buffering on account of a variety of reasons. The present depression 
may not continue for long and it may be an asset instead of a liability. 
When we are talking of an indxistrial bank, we think of a bank of an all- 
India nature which w'ill be able to look to all industries. If Bombay 
'Buffers to-day, Calcutta may suffer to-morrow and Madras the third day. 
So an all-India bank must be able to tide over good as .well ae bad times 
■and give as much relief as possible to the people. Our difficulty as regards 
an all-India bank is merely that it may not be able to work out equitably 
and distribute help to all provinces in a fair manner. In all other respects, 
an all-India industrial bank may have a greater standing and greater 
stability to finance industries. 
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4398. -lis suppose t&at, to begin with, an all India industrial 
is- faced' with depression in o^ton which largely affects Bombay. This- 
depression will only affect the shares and debentures issued by the alUndia 
bank, but as Bombay predominates in the cotton industry, the bank may 
not be able to carry on any business, even if it wanted to do so, in the 
other provinces. After two or three years, there may be depression in 
jute; here again if it is an all-India bank, its financial position will be 
affected, and if it has got to extend its operations to such a large extent, 
are there not chances of its utility to the development of new industries 
being impaired?—You are thinking of continuous depression, whereas it is- 
possible that, when there is depression in Bombay, the jute industry in 
Calcutta may be thriving. 

4277. I am quite prepared to admit that, but experience has shown that 
the depression, once it starts, affects all the major industries, though it 
may not affect smaller industries like rice mills, which produce stuff for 
consumption in the country. 

Mr. Sarkar: The depression in the cotton industry and in the jute 
industry is simultaneous. 

4278. Chairman: But I was taking a slightly better view, via., that 
there may be depression in one of these big industries in one year; when 
it is tided over, there may be, depression in another big industry and so on, 
and the industrial bank may Imve to go on facing a series of years of 
depression and if that happened, its utility will suffer?—I think that the 
establishment of an all-India industrial bank, with proper safeguards for 
the development of provinces, may be of some use to India, and the 
Committee may work ahead on these lines. 

4279. Are you a student of economics?—I have studied some economics. 

4280. You have then heard of what economists call ‘cycles of depres¬ 
sion.’ These periods of depression may follow regularly, you work witii 
cotton, then jute then with something else, but the depression may go 
on continuously for a series of years?—If a storm is to happen, we need 
Bofc think of it at present. If one thing is bad, another will be good and 
we will get along. 

4281. You say, w'ith regard to financing of foreign trade, that yoar 
Chamber is of opinion that the Committee should apply its attenticai ,to 
formulate definite proposals in its report to encourage the Indian mM*chante- 
to have the country’s export and import business in their hands. If I have 
understood your answer correctly, you mean that the facilities are there, 
but the difficulty, according to you is that the Indian merchants do not 
get the facilities to the same extent as the European business firms get?— 
That is my point. 

4282. I quite see your point which is that under present conditions, 
though there are facilities for the trade itself, the Indian merchant suffers 
a disadvantage as compared to the English merchant. In your second 
part of the answer you refer to rich forei^ firms being backed up bj 
Exchange banks in India. Is it your submission that, other factors being 
the same, Exchange banks give a preference to the foreign firms as again*# 
the Indian firms?—That is our impression. 

4283. You have no definite remedies to suggest, hut leave it to th*- 
Committee to work them out?—Yes. 



4284. Afr. Ramdai Pantulu’. Wb«.( the ligeociss m Andhradaw ior 
the collection of produce iu the villageg? Do foreign houses admeoe 
money to the cultivator and take forward contracts and collect the produce 
fcr exports?—They sotnetimes do. 

4285. Is the number of Indian middlemen who used to do this business- 
increasing or decreasing?—The number is decreasing with the extension of 
the c^erations of these foreign exporting houses to the interior of the 
villages. 

4286. Do you think that the facilities which these foreign bouses have- 
and the fact that they are able to offer better and competing prices than 
Indian middlemen benefit the agriculturist in any way ?—The foreign firms 
are not helpful to the agriculturist. 1 can give you an instance. A foreign- 
factory was started at Chirala in the Guntur district which offered to- 
take all the produce of the farmers if they grew a particular br^id of 
tobacco; it was Virginian tobacco. The farmers in the district took to- 
this kind of tobacco as it was more paying. Once they took to it, the firm- 
is not now paying even the ordinary price which they expected for the 
indigenous tobacco. They have lost tiie market for the indigenous tobacco 
and they are not able to sell the foreign tobacco except at the price offered 
by the factory. 

4287. Mr. Khaitan: Do you mean that the factory has now reduced tba 
price of the tobacco and that the agriculturists are suffering?—Yes. 

4288. Mr. Ramdas Panlulu: So the foreign exporting and importing- 
houses not only operate to the prejudice of the Indian trader and merchant, 
but also to the prejudice of the agriculturists?—Quite right, 

4289. Mr. Devadhar: You said that some foreign houses were doing tba 
work of collecting the produce which was not to the benefit of the agri¬ 
culturist, and that they have replaced the middlemen. Are the middlemen 
gtiil further replaced by co-operative societies?—They are not of sufficient 
importance, there are only 63 in our province. 

4290. Do you think there is a good future for the development of that 
type of co-operative societies?—Very much; otherwise, we can never 
replace the foreign firms. 

4291. Y’’ou want to replace the foreign firms and also the middlemen?— 
Yes. 

4292. Do you think that the middlemen can be effectively driven out 
or replaced by a co-operative institution of the purchase and sale type?— 
As far as sale is concerned, co-operative institutions have not been able 
to 'do much. 

4298. But a co-operative agency will be of greater advantage to the 
farmer.—Certainly. 

4294. In regard to these co-operative sale societies, would 
you like in the earlier stages that some expert should be put in charge 
of these concerns to safeguard proper supervision and management?— 
That should be done, but unfortunately we have not got trained men to 
do this at present. 

4255. Do you think Government will not be able to provide^ such! 
experienced men?—What happens at present is this. An inexperienced 
I. C. S. officer who does not know much about the co-operative movement 
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ida placed in charge as the Registrar of Co-operative Societies and such 
being the case we cannot evpect anything good. 

4296. Each district has got about a dozen co-operative inspectors. 
Do you not think that one of them could be deputed for this work?—Co¬ 
operative sale societies are really business propositions and we do not think 
that the present ‘ departmental people will prove themselves to be good, 
unless they have had special training in the methods of management and 
control of the sale societies. 

4297. We are here now discussing only the principle. If you get a 
aufiBcient number of co-operative inspectors trained in this line with some 

subvention from Government do you not think it would be advantageous?_ 

Certainly it will be very advantageous if trained men are put in charge of 
these sale societies. 

4298. Chairman: I want to know a little more about the co-operative 
sale business. I take it that at the present moment the movement does 
not suffer from want of finance, but it only lacks in men with technical 
knowledge. Is that not so?—Yes. 

4299. That coincides with what the Madras Committee have said in 
paragraph 207 of their Report, “The difficulty of finding persons to carry 
on the business of co-operative sale societies must be mitigated by intro¬ 
ducing closer study of the marketing of agricultural produce in the six 
co-operative training institutes in the mofussil and in the Central School 
*in Madras’’. Do you agree with this?—We quite agree that the training 
ought to be given, but we consider that the present institutes are not fully 
equipped to impart such training. 

4300. Seth Haji Ahdoola Haroon: You said a little while ago that 
foreign firms are advancing money to agriculturists who produce tobacco 
•and on this account the agriculturists are suffering?—Yes. 

4301. Would you please explain the position a little more clearly how 
the agriculturists are suffering?—The point is that the European firm 
-has a monopoly in the business. They make some advances to the pro¬ 
ducers and ask them to grow a particular variety of tobacco with the 
result that the growers find it difficult to sell it to others. 

4302. Chairman: But are not. the rates fixed at the time when the 
advances are made?—No, in the contract no mention of the price is made. 
The company invariably quotes its own price when the crop is ready lo l)e 
sold. 

4303. Mr. Lamond: Is this practice confined to tabacco only?—^Yes, 
mostly. 

4304. My experience of the ground-nut trade of Vizianagram is that the 
dealer collects all his crop and the exporter buys it at the last stage?— 
That is so. The foreign export firms now-a-days even send out their 
sub-agents to the interior and they purchase the crops from the producer 
'direct without the aid of the middlemen. This works as a great hardship 
on the poor middleman who makes his living in this way. 

4305. Dr. Hyder: Are these sub-agents whom you refer to Indians ot 
foreigners?—They are mostly Indians. 

4306. Then is it your complaint that one Indian is replaced by another? 
—There is difference between one man dealing with 10,000 tons of decorti¬ 
cated ground-nuts and 200 men doing the same business. In the former 
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■case only one man benefits while in the latter 200 men benefit by doing 
the business. With the intervention of the former the Ifitter set of 200 
people naturally lose their business. 

4307. Do you not think that the cultivator stands to benefit if he sold 
his produce direct to the sub-agent rather than through the so-called 
beparis or the middle-men? After all it is only a replacement of tho 
existing link to the advantage of the cultivator?—As 1 have already said, 
the intervention of the sub-agent makes the living of the small inter¬ 
mediaries suffer. As for the cultivator himself he does not stand to benefit 
as the sub-agent does not pay him higher price than the middlemen do. 

4308. What I fail to understand is how^ the sub-agent comes to replace 
the intermediaries. There arc only two possible alternatives, either it must 
be magic or the sub-agent must offer higher price than these middle-men 
to attract the cultivator. What is your suggestion?—The magic is that 
the .firm through its sub-agent is able to finance the cultivator on easier 
terms and so he has a hold on the produce. 

4309. You admit that the Agent is able to advance money at cheaper 
rate?-—The point is that tho cultivator does not really derive advantage 
by the fact that he gets finance at cheaper rates from the agent, but the 
fact is that the firm so adjusts Hs price at the time of harvest that it is 
impossible for the cultivator to derive any benefit. The fact is that these 
cultivators are very indigent people and they cannot afford to keep their 
crops waiting for sale till better terms are offered, but tho beparis can 
afford to wait. 

4310. But wherein does the monopoly come in?—The idea is that only 
a few European houses control the business and they through their sub¬ 
agents direct the cultivators to sell the crops direct to them and not through 
the beparis. 

4311. Is it your view that these rates which prevail in foreign market 
are kept a secret from the cultivators?—Some quotation is given but after 
all the foreign firms in this country arc the masters of the situation. They 
absolutely control the prices. 

4312. Will you please give the names of the foreign firms doitig this 

business in Madras that have come to your knowledge?—Messrs. Gordon 
and W'oodroffe, Ralli Brothers, and Volkart Brothers and there are others 
as well. ' 

4313. Mr. Sarkar: You said that these European firms charge a lower 
rate of interest on their advances to the cultivators of groundnuts?—Yes, 
but they more than make it up by their,forward contracts. The agricu!- 
tm'ists are after all getting no benefit. 

4314. Dr. Hyder: Do you know that the beparis also make advances 
sometimes to the cultivators and also force the latteir to sell their products 
at very unfavourable rates to tho cultivator?—It might be, but the culti¬ 
vator has to liquidate his debts and this he can do only by selling his 
crops to the bepari. 

4315. Compare now the poor cultivator placed face to face with the 
bepari and the sub-agent and then whom do you think it is better for him 
to deal with?—But after all the foreign firm’s quotation is fixed. They 
are the real dictators of prices. But if the produce is in the hands of the 
beparis and if the sub-agent refused to quote a higher price, the former can 
combine and say that they will not sell unless they are offered higher 
prices. 

VoL. Ill 2 F 
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4316. Sir Hugh Cocke : With the advent of the suh-agent of the foreign, 
firm, the real point is that the heparia are knocked out. Is that so?—^It 
affect? the beparis and the cultivator is also affected as already explained- 
by me. 

4317. What is the remedy for this state of affairs then according to 
you?—Co-operation is the only remedy. 

4318. Chairman: Have you read the Madras Committee’s Eeport oit 
the same subject?—Yes. 

4319. You know they say that the proper remedy is to provide for better 
marketing arrangements and not merely the introduction of co-operative 
sale societies. They have suggested that some arrangement should be 
Brrivcd at by which the raiyat should be placed in better touch with the 
World prices so that ho can rtduse to part with his crop at any price, which 
the beparis and the sub-agents are now able to command and force the- 
cultivator to accept the same?—That is no doubt a good suggestion'. 

-1320. You admit that the immediate difficulty which stands in the 
way of the development of the co-operative movement in regard to the 
development of these sale societies is really the dearth of trained men 
find not dearth of finance?—Yes. 

4321. The problem is therefore not a banking one, but how to secure 
properly trained men for this work. And therefore the right solution is 
in what we may generally tenn development of education using the 
form in a broad sense. Unfortunately it is not foi’ tlu*. Hanking Committee 
to lay down how this education is to be imparted precisely?—In our 
opinion, so far as training in banking is concerned, there are only two 
ways: one is the evolutionary method of educating the people step by 
step and the other is the revolutionary method to be enforced by the 
Government of the country. 

4322. The whole trouble with the Indian agriculturist 's that he 
cannot establish his rights in the matter. Whether it is the middle¬ 
man or the indigenous banker wlio takes his pound of flesh out of the 
man or whether it is the agent of the foreign firm, so far as the poor 
agriculturist is concerned, he, is only where he has been. 

4323. Mr. Devadhar: If you think it is merely a problem of tr.aining. 
Would it be difficult to suggest that some intelligent people should be sent 
out to other countries lilre America and study the methods of marketing 
etc?—The difficulty is not lack of men. In fact committees after com¬ 
mittees have recommended this very course. The Townsend Committee 
have recommended that intelligent young men should bo sent abroad to 
study the problem. The Eoyal Commission on Agriculture have made 
similar suggestions. But the idea of the public is that committees’ inves¬ 
tigations and recommendations are not faithfully carried out by Govern¬ 
ment; only such of the recommendations as it suits the Government to 
adopc are followed; the rest are all shelved. 

4324. Why not approach Government with a definite proposition and 
ask them to award scholarships to really capable men? 

4325. Chairman : Has such an appeal ever been made by the leaders 
of the co-operative movement, say, in your part of the country?—They 
did pass resolutions. 

Eesolutions are purely expressions of good-will or good-faith. My point 
is—and Mr. Devadhar’s point is I believe the same—^has any concrete 
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action been taken so far by the leaders of the co-operative movement to 
approach Government vyith say two or three names of men who will be 
able to do good work if trained in other countries’ such as Canada? 

Mr. Ramdaa Pantulu: There is no want of sympathy with these pro¬ 
posals on the part of the Madras Government. The difficulty is merely 
one of finance. 

4326. Chairman: To pursue Mr. Devadhar’s modest suggestion, how 
much would it cost to send three boys outside the country for training? 
Surely not a substantial amount; not more than Rs. 10,000 a year at the 
most. Therefore, Mr. Ramdas, when you say that the local Government 
are unable to find money necessary for the training of just three boys, I 
must admit I am far from convinced. 

Mr. Ramdas Pantulu: This is what I learnt in conversation with the 
Development Minister of the Madras Government. 

Mr. Devadhar: Surely Mr. Ramdas’s bank could easily find money 
enough for that purpose. 

Mr. Khaitan: Sir, may I give you an analogous case in Bengal. The 
Minister in charge of Education once said he could not find even three 
thousand rupees for the education of the depressed class boys. 

Chairman: Bengal's ease has been different. But I know Madras 
finances are not in a desperate position. 

4327. Mr. Lamond: About this question of the exporter advancing 
money to the cultivator, you said that the exporter advanced money to the 
cultivator in Madras. This is what the Madras Committee have said in. 
this connection:—“They buy for cash locally and do not ordinarily give 
advances for growing the groundnut’’.—^That statement may not be 
correct. 

4328. Then, this is what the Bombay Enquiry Committee was told in 
the course of evidence by the representative of Ralli Brothers.— "Question. 
—Are there no agents of your firm who go into the districts and advance 
money to the cultivators? Answer. No’’?—! do not know' about Bombay 
conditions. 

4329. But Madras is in the Bombay Circle because the Ralli Brothers 
have their* head office in Bombay?—I know from my experience in our 
districts, for instance in the case of tobacco. 

4330. Mr. Lamond: What about ground-nuts? Perhaps you have no 
personal experience of that?—No. 

4331. Chairman: In the Bombay Committee’s volume of Evidence 
(Vol. II) on page 152, the following questions and answers occur: — 

The first question is, “Are there no agents of your firm who go into the 
districts and advance money to the cultivators? Answer .—No.’’ Then 
further, “Do you buy only in the markets?—Yes. We buy from the 
middlemen. In some markets it is compulsory; where it is not we buy 
direct from the ryot’’. This is the evidence of the Ralli Brothers’ re¬ 
presentative. Now Mr. Lamond’s point is that the practice in Madras, 
which is under the Bombay Circle, would be the same. 

4332. Now, you seem to indicate in your supplementary memorandum 
that foreign firms can obtain money from banks for the purpose of buying 
crops. Is that so?—That is our impression; the foreign firms are able to 
get cash from the Imperial and other banks perhaps on their overdraft 
accounts. 
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4333. Has not an Indian firm of sufficient standing the same facilities 
is mailable to it?—They are not able to get the accommodation which banks 
can easily give them. 

-1334. Therefore it is a question of the standing of the particular business¬ 
man and not a question of bis nationality or racial discrimination?—The 
loreigu merchant represents the well-financed giant while the Indtau 
Ousinessman may be likened to a dwarf, and if banks take a more sympathe¬ 
tic view and help the businessman a little, that would improve conditions 
considerably. 

4335. Whatever the bank, unless it is certain of the security against 
R'hicdi it can make an advance, how can it possibly accommodate any 
merchant, whether he is a foreign merchant or an Indian merchant or 
whether he is a big merchant or a small merchant. The bank must be 
careful about the security against which it is asked to .advance money?— 
We complain that consistent with the soundness of the security offered, 
they can lend money; but very often they take shelter behind the plea 
that the firm is not of a sufficient standing. 

4336. Are you talking about Madras or Cooanada?—We have, been 
referring to the difficulties of certain merchants in Cocanada. 

4337. Is it your point that big Indians of sufficient standing do 
not get the same facilities from the Imperial and other joint stock banks 
as European merchants?—That is/our impression. As a matter of fact, 
't is a very delicate question. On the one hand we hear the Imperial Bank 
saying that they do not make any distinction; on the other hand our 
members complain that they are suffering. Therefore impression alone 
can be given in this respect. It is difficult to say whether the banks have 
made any racial distinctions in the matter of accommodation to firms. 
But the general impression is that Indians are not able to get the financial 
help which the soundness of the security they offer entitles them to 
c-.\'pect. 

4338. So this is merely your impression. You cannot give the Com¬ 
mittee actual instances.—No. 

4339. Your point regarding the railway terminal and the shipping 
.locuments is again based on more impression or actual facts?—^It is an 
impression. 

4340. You would not be able to give us concrete cases even in camera? 
—No. The grievance is genuine but we are not in a position to state 
concrete instances. 

4341. Even as regards lack of facilities to Indians, you are not in a 
position, even in camera, to produce facts or figures before us?—There 
is an article written but never published, which shows that during the 
regimd of a particular Secretary of the Imperial Bank at Madras, several 
iirm.s have come to ruin. 

4342. Have you got the article with you?—(A written stanternent was 
handed in to the Chairman). 

4343. This article seems to have been written by a share-holder of 
the Imperial Bank itself and does not seem to relate to the matter just 
now before the Committee; this does not refer to lack of facilities. 

There is first the prosecution of.Bachcha Saheb, a rich 

and respected client of the Imperial Bank. I do not know what the 
prosecution was on account of. Mr. Lamond, do you know anything about 
it? (Mr. Lamond) Yes, it occurred five or six years ago. 
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4344. On what charge was the gentleman prosecuted? (Mr. Lamond) 
There was a big fraud in the accounts of the bank. 

4345. Chairman • The next case refers to the treatment accorded to 
Mr. li. M. Ebrahim Pait, ex-Director of the Imperial Bank and one of the 
nierchant princes of the Presidency. It is said that as a result of the bank’s 
insistence that be should pay back all at once the advances made to him 
by the bank his mills passed into the hands of Europeans. 

Mr, Lamond: It is all a case of trade depres.sion. 

4346. Chairman: When did this take place? 

Mr. Lamond: About 1924. 

4347. Mr, Bamdan Paniulu: The point was that the Imperial Bank 
opfjosod the grant of more than 7 days’ time for payment when proceedings 
were launched for liquidation. 

Mr. Lamond : He was given a longer time. 

Mr, Haiudaa Pantulu : Some European firm in Calcutta purchased the 
whole concern. 

4348. Mr. Manu Subedar : Is it your submission that the pressure by 
the bank was deliberate in order to ruin an Indian firm and to have this 
property passed into European hands? If that is sn, wo shall certainly have 
to get all the details and get them examined?—Wc do not know the facts; 
tho' t'cuoral impression of our members is that they arc not getting even 
the, consideration of time from the banks. 

4349. Chairman: Am I correct in assuming that even in the case of. 
Indian firms your statement is based on impression and not on actual 
faci.s?—What we have stated was represented to our Chamber; further 
than that, we cannot say. 

43.50. Is Mr. Ebrahini Sait a member of your Chamber?—The writer 
of the complaint is a member. 

-1351. Therefore in this case also it is not from personal experience that 
you speak. It is from a paper which has come before your Chamber and 
not placed before it bv the personal sufferer, but by somebody else?— 

Yea 

4352. Mr. Manu Subedar: You say that it is the impression of yoiu 
members that the English banks (whether it is the Imperial Bank or the 
Exchange bank makes no difference to you), if they can avoid helping an 
Indian in time', do avoid it?—That is our impression. 

• 4353. I would like to ask you whether you think that this impression 
is a sound one or whether you think it is mere prejudice?—It is no prejudice 
at all, so far as I can say. 

4354. Is the impression a very deep one or just a prejudice?—It is a 
deep impression, 

4355. Could it be based on some, facts known to some of your members? 
—Yea. 

4356. Is it a new impression formed recently or is it an old one?—Eor 
the last ten years one concern after another in Andhradesa has come to 
grief; that is why they are feeling it. 

4357. During the last ten years, particularly .after 1922, there iw.s been 
a ,general falling off in industry and trade in this country and everybody 
has suffered, including banks, who have taken stricter action. The hanks 
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I’.ave naturally withdrawn their support on account of trade depression, in 
which case it would not be a discrimination against Indians. We have to 
letermino whether the action of the hanks was a natural and proper action 
as a banking institution or whether it was due to lack of sympathy with 
India’s industrial aspirations and with the deliberate desire to assist the 
foreigner and put down the Indian?—It may be a coincidence, but the 
impression left on our minds is that if the banks had been genei’ous, the 
Indian firms would have got over the depression and thrived. 

4358. The impression of your Chamber is that English banks, including 
the Imperial Bank, are not helping Indians and if they had helped them 
properly, tho effects of the depression would not have been felt so much 
as they have been felt?—The banka do help sometimes, but by sudden 
recalling of advances, etc., at times of depression they arc not sympathetic 

4359. You suggest that the English banks should be more considerate 
and give a little time to adjust affairs instead of making sudden recalls?— 
That is our general idea. 

4360. Mr. Khaitan: Indiiins are experiencing these difficulties and you 
do not care whether they are due to racial discrimination or not. What you 
want is that the money market should bo so organised that there should 
be some institutions wliich would deal sympathetica’ly with Indians and 
give them facilities with due regard to the interests of the bank?—Absolutely 
so. 

4361. Chairman: I asked you to give us concrete instances, so that we 
could examine them and judge for ourselves whether in each of these cases 
there was a want of sympathy or whether it was tho management of the 
bank, with due prudence and due regard to the interests of the shareholders, 
that influenced the bank’s action. You refer to some more cases and i 
should like to know whether they relate to members of your Chamber. 
Are Messrs. Khusa’doss and Sons members of your Chamber?—Yes. 

4362. Can you tell us what was the trouble with them?—Overdrafts, 

4363. Which is the bank involved in this case?—The Imperial Bank. 

4364. That is the Imperial Bank called in overdrafts at a stage when 
it was inconvenient for the firm to pay up. Can you give us some more 
details of the ease? When did this happen?—We cannot say. 

4365. If you can send us full details of the case, we shall be glad to 
pursue the matter to the fullest extent?—We shall send details. 

4366. Are the Koilpatti mills members of your Chamber?—No. 

4367. Is the Indian Mutch Factory a member of your Chamber?—No. 

4368. Therefore the only concrete case about which you can send us 
details is about Khusaldoss and Sons and we shall be very glad if you can 
send us full details about it. You refer to foreign firms having the advant¬ 
age of conducting most of their transactions in sterling value and setting 
off the values of exports a.gainst imports, whereas tho Indian merchant 
has the double disadvantage of losing something both in exports and im¬ 
ports by way of commission in exchange. Can you teT us precisely what 
you arc refon'ing to?--Take the case of a firm like the Balli Brothers, 
who are both exporters and importers. If they export goods, they get their 
money in sterling which will he set off against the cost of the imports. 
An Indian merchant has not got such’ a facility. When he imports, he 
has to pay money and he loses or gains according to the rate of exchange. 
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4369. 1 understand from Mr. Buckley that Ealli Brothers is an excep¬ 
tion and that other European firms cannot follow the same arrangement. 

Mr. Buckley: I am speaking from my experience as an exchange bank 
manager when I say that in Calcutta most of the very large European firms 
who do export and' import business not only sell their exchange, but also 
buy their exchange. Each department seems to rne to work separately. 

4370. Chairman: If that statement is correct, except in the case of 
Ealli Brothers, the advantage you refer to does not exist. Is there any¬ 
thing in the present arrangements which stands in the way of a big Indian 
firm trying the same arrangement. Surely there are Indian firms which 
do export and import business and they can open a sterling credit in London 
and adjust their transactions?—^If they do so, they will gain. 

4371. Therefore your difficulty really applies to the case of the small 
merchant ?—Yes. 

4372. Seth Haji Abdoola Haroon: Can you suggest a way out of the 
present position in which the small Indian merchant who exports from the 
country or imports into it is placed, according to your views?—^Indian firms 
must be able to build up a good connection in London to do these things. 

4373. Chairman: It rests with the Indian business firms to do it?— 
Of course, as it is. 

4374. Mr. Manu Suhedar: Is it due to lack of enterprise that the Indian 
merchant is not able to get a benefit of the kind which you suggest or 
is it due to lack of facilities?—It is due to both. Our difficulty is this: 
Both the export and import trade is well organised by the importing firms 
and Exchange banks and they are able to do the business well and there 
is really what is known as organised market. S'o far as Indian trade is 
concerned, it is unorganised and it is going on not in a methodical way. 

4375. By ‘unorganised’ you mean that there are not sufficient proper 
links, one with the other, that can help and that the whole chain is not 
complete?—Yes. 

4376. Even if an Indian in the interior was enterprising enough to take 
his goods to Madras, he stops there and has no further connection?—Yes, 
so if an Indian wants to break this link, he finds it very difficult to do so. 

4377. Chairman: Suppose there were no foreign Exchange banks and all 
were Indian Exchange banks, even then the disadvantage of paying for 
the exchange facility would not disappear?—The exchange depends also 
upon the ratio. 

4378. Whatever the ratio may be, the exchange business will be there 
and you cannot avoid it. As it is, the only solution for this is what you 
yourselves suggested, namely, if it were possible for Indian business firms 
to follow the footsteps of Ealli Brothers and adjust the value of their 
exports against the value of their imports which v.'ould mean no transfer 
of funds between, say, London and India, then what you desire to be 
achieved will be achieved. Otherwise, facilities may be created and Indian 
Exchange banks may come in, but still your difficulty will remain?—Yes. 

4379. Mr. Manu Suhedar: You mentioned that there is a ring between 
the foreign importer, the foreign exporter and the Exchange banks, in which 
even if an Indian had the enterprise and finance, he would find difficult 
to get in. I am anxious to understand the difficulties of getting in. Are 
any deliberate difficulties created in the wav of an Indian merchant?— 
Eeeently Messrs. C. K. Narayana Ayyar and Sons, exporting merchants in 
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groundnut, who were competing with Ealli Brothers, had to be wound up,- 
their specific complaint being that they were not able to get continuous 
financial accommodation from Exchange banks when their stocks were 
unsold. 

4380. Mr. Buckley: i shall get lull details about the reasons for the 
failure of this firm in Madras. 

4381. Chairman : You say “Our Chamber is of opinion that unless a 
gold standard is established in India, the difficulties and disadvantages in 
trade are bound to continue.” Will you please elucidate that statement? 
This Committee is not concerned with the currency policy of the Govern¬ 
ment of India. Assuming that there was a gold standard estabiished m 
India, is it your idea that as soon as you exported goods you would get 
gold from England and when you imported, you would send back the gold?— 
Government is now forced to fix up a ratio, the rupee being worth so much 
gold. This is au arbitrary fixing, but if a. gold standard is actually estab¬ 
lished, the ratio will depend upon the monetary market. 

4382. That is an assumption. 1 am only trying to find out this: 
assuming that a gold standard was established and it was possible for you 
to get gold in exchange for currency notes, how would this particular 
difficulty be solved ?—1 only mentioned it as a sort of genera! argument. 

4383. You were complaining of the difficulties to which Indfim merchants 
at the present day are put to owing to their having to finance the foreign 
trade of India in a particular manner and in this connection you say : ‘‘So,, 

our Chatnber is of opinion that unless.to continue ”. If you 

admit that this has no connection with the previous simtence, the whole 
of your paragraph \vill have to be ro-wntten. I have, notliiug more to 
say?—No answer. 

4384. You say th.nt iu resj)cct of the practice of banks in releasing goods 
on trust receipts, some of your members eomp’ain that they are not getting 
the same facilities as the foreign firms or merchants. Could you kindly 
give us a specific case?—We only aseerlainod the actual complaints but 
have not further pursued the matter, thinking that we have only to give 
our general impression. 

438d. Other witnesses might say that your statement was wrong. How 
are we going to sit iu judgment unless you give us specific cases with full 
details?—We shall send you details of a specific case. 

4386. Mr, Khaiian: Y'ou say that your Chamber favours the idea of 
audit and examination of banks’ accounts by examiners so'ected by the 
Indian Institute of Bankers. Would you not prefer the examiners to be 
selected by the Eeserve Bank if and when it eomeg into existence?—^Yes, 
we would prefer it when the bank comes into existence. But at present 
the Indian Institute of Bankers may select them from a list of auditors 
compiled. 

4387. Mr. Sarlcar: Do you not think that it will be better if Govern¬ 
ment prepares a list of examiners from which each bank can select?—I do 
not think so. 

4388. Sir Hugh Cocke : It is not quite clear from your answer whether 
you are in favour of examiners in addition to annual auditors?—Of course,, 
the regular auditors would go through the accounts and examine the balance 
sheet, etc., but since the Eeserve Bank when one is started is expected 
to help these banks, it might be useful in the interests of the Eeserve 
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Bank and in the interests of the banks themselves to have a system of 
examiners as well. 

4389. In the meantime you do not think it necessary to have 
examiners?—If the banks did that even now, it would be better in their 
own interests to attract more public confidence. 

4390. Chairman : You say that you favour the idea that all foreign banks 
operating in India should obtain a licence from the Government of India 
on the advice of the Trade Commissioners in London, liegarding the 
operations of the foreign banks, you say that it is the ojiinion of your 
Chamber that they should he compelled to invest their deposit amounts 
received in India, in India itself and they should disclose in their balance 
sheets a statement regipding their transactions in India separately. Will 
you kindly tell ns how you will compel these foreign banks to invest their 
deposits in India itself?—This may he made one of the jirovisions in the 
licence that may be. issued to them. 

4391. Apparently these foreign Exchange banls use their own funds and 
the funds that they arc' ab’e to attract in this couniry in financing the 
foreign trade of this country. Therefore, will y'ou please make yourself 
a little more clear what you mean by your statement “investing in 
India’’?—They .mi.ght lx*, asked to invest their n onies in industrial under¬ 
takings in India and any surplus ihat may he. left over might: be invested 
in Government securities. 

4392. Mr. Ranidas Paniuln: .Mr. Sastry of th,>, Andhra Bank Ltd., who 
gave evidence before this Committee the other day to’d us that the 
European Exchange banks should bn made to ulilise (he deposits received 
in this country 'n financing Indian exporters and importers and not foreign 
export or import liouses working in this country. Do von agree with this 
suggestion?—Yes, that is a w'holesonic suggestion, 

4393. Chairman : Can you tell me what portion of India’s foreign trade 
is in Indian hands compiired with those in foreign hands?—My impression 
is that one-fourth is under Indi.an hands and the rest in foreign hands. 

4394. I put it to you that only 15 per cent of the total is stated to be 
in Indian hands and 85 per cent, in the hands of foreign businessmen. 
Therefore, if your suggestions are adopted, may I ask how you will propose 
to finance the, remaining 85 per cent?—The Exchange Banks can find other 
sources to secure finance. 

4395. Therefore' your suggestion is that the Exchange Banks should 
bring out funds from abroad to cover that demand. Is that so?—They may 
do so. 

4396. 'rhcri am T correct in understanding your position to be this. 
There is the 15 and 85 per cent to w'hich we ha^'o already referred. You 
want that the supply of funds in regard to 85 per cent should be cut off 
except to that extent u hich might pass into Indian hands unless the 
foreign Exchange Banks care to bring money for this purpose from outside 
India, and if they do not care to do so, that part of the trade would be 
disorganised for the time being?—Yes 

4397. Mr. Khaitan: Is it your grievance that you as an Indian do not 
like that the non-Indian Exchange Banka should receive from Indians 
about Tls. 70 crores of deposits and with the help of that very monev they 
should finance the export and import trade mostly carried by non-Indiau 
business houses in this country?—Quite so. 
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4398. Am I correct in thinking that you would like that some Indian 
exchange banks should grow up, whether it be the Imperial Bank or otheyr 
Indian owned banks which should also deal in exchange business so that 
Indian exporters and importers may command better facilities than they 
are getting now at the hands of the foreign exchange banks?—Yes. 

4399. Then your fundamental position is that these foreign exchange 
banks might utilise that part of their deposits in financing exports and 
imports done bj' Indians in this country and the balance if any must be 
invested in India itself ?—Yes. Our whole idea is that some such restric¬ 
tions ought to be placed on the operations of the foreign exchange banks 
in this country. We leave it to your Committee to make concrete sugges¬ 
tions in regard to this. 

4400. I quite follow what your idea is. I note that you are anxious 
that this Committee should recommend that some legislation should be 
undertaken to facilitate Indians getting a larger share in India’s foreign 
trade. Apparently your Chamber have not fully considered this point. Is 
that so?—Yes, we have not fully thought over this subject. We will leave 
it to the Committee to decide. 

4401. Mr. Manu Svbedar: What you have stated in your memorandum 
here is obviously what your Committee lias thought out?—Yes, generally. 

4402. Now you say that foreign exchange banks should be made to 
invest their money in India?—Yes. 

4403. Y’ou know that when a foreign bank gets into difficulties, if it is 
not registered in India, and when its assets are not only from Bombay, 
Madras, Calcutta and so on, but include Hongkong, China, Japan, London 
and other places, the assets of the hanks as a whole are pooled together 
and its creditors get a pro-rata dividend?—Yes. 

4404. Are you aware that a Japanese hank failed a few years ago and 
it involved the loss of no less than Ks. 40 lalchs of Indian deposits?—Yes. 

4405. Therefore the suggestion which you have made that the deposits 
received by such foreign hanks should be utilised for the foreign trade of 
this country would not by itself ensure the safety of Indian deposits. Is 
that not so?—Yes, I agree with what you say. 

4406. Chairman: Has your Chamber considered this point of view, 
namely, giving of protection to Indian depositors in foreign banks operating 
in this country?—We have not considered the question from that point of 
view. 

4407. I think you have said a little while ago that the whole object of 
your Chamber is to sec that the deposits raised in this country by the 
foreign banks should be used for the benefit of Indians in this country?— 
Yes. 

4408. Mr. Manu Suhrclar: Is it then your idea that it would be better 
for Indians if these foreign banks were asked to register themselves in 
this country under the Indian Companies Act?—I do not know how that 
will improve the position. 

4409. You know at present the accounts of these fore’gn exchange banks 
operating in this country arc not audited in India, tfi.it if they were made 
to register themselves in this country as Indian joint stock banks, they 
would have to fulfil all the conditions that are now imposed on the existing 
Indian joint stock hanks?—If registration will serve the purpose better 
than licensing, our Chamber will have certainly no objection to the proposal. 
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4410. Chairman: You say that “there is no co-ordination between these 
•colleges and the banks’’. Do you mean to imply that there is no co-ordina¬ 
tion between the Sydenham College of Commerce of Bombay and the banks, 
because you yourself say that there are no colleges in Madras?—We do not 
mean to say that there is no co-ordination between banks and the 
Sydenham College of Commerce. We were referring only to small com¬ 
mercial institutions and we only suggest that there should be co-ordination 
between these institutions and banks generally. 

4411. Mr. Devadhar: Have you heard anyf complaints which go to show 
that mismanagement and even bank failures were mostly due to want of 
proper business training and experience on the part of bank managers and 
managing directors?—Yes, that is one of the reasons for bank failures and 
other trouble. 

4412. Would you specify' some qu.alifications for such people?—It will 
be better if certain qualifications are laid down for j ersons occupying these 
positions of responsibility. 

4413. Would you then advocate some regular test should be held for 
such people?—Training in theory and practice of banking should be 
thorough and this should be one of the qualifications for the appointment 
of bank managers and managing directors. 

4414. At present in Bombay, the Provincial Co-operative Bank has 
formulated a scheme of training for bank managerships and they also 
nndergo a regular course of clerical training as it were in the art of bank 
management, etc?—That is a good scheme. 

4415. Would you suggest that some selected bank (managers and others 
should be asked to deliver some special lectures besides the practical train¬ 
ing that the candidates undergo?—It would be certainly better if that could 
be done. 

4416. Do you think that some people should be sent out to foreign 
countries as well for special training?—Undoubtedly it is a very good idea. 

4417. But do you know that there are difficulties in the way of Indians 
getting themseBes admitted into the banks of foreign countries to obtain 
their practical training in banking methods?—If there are such difficulties, 
they must be overcome. 

4418. And you think that this Committee should make such a recom¬ 
mendation?—Certainly, that would be for the general banking welfare, if 
such a recommendation is made, 

4419. Chairman: Have you had any persona! experience in the matter 
of training of Indian j'ouths abroad?—No. 

4420. The Principal of the Commercial College, Bombay, (Mr. Davat) 
-came before us and said that foreign training was not required as the Indian 
training was good enough?—So far <as day to day banking is concerned, 
Indian training may be quite enough'. But to stuly the latest methods 
in banking it would be necessary to send students out to other countries. 

4421. Supposing the particular youth who received his training in India 
is not able to be appointed straightaw.ay as the manager in charge of a. 
bank; would it not be better for him to get the preliminary training in 
India and then when the time for higher promotion comes, to go and 
have some training in western countries?—That is exactly our Chamber’s 
opinion and we have said so in our memorandum. 
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4422. Have you any idea as to how many Indians the Imperial Bank 
have?—No. 

4423. You say the Imperial Bank is recruiting “a few Indians as proba¬ 
tioners”. You cannot say exactly how many?—No. 

Mr. Lamond : There eu'o 95 Indians in charge of branches of the Imperial 
Bank. 

4424. Chairman: In view of that information, would you be prepared 
to qualify your statement ?—Our idea is that there should be complete 
Indianisation. 

4425. Mr. Devadhar: Sir, with regard to this figure of 95 I should like 
to know whether they are all sub-agents? 

Mr. Lamotid : The majority are in full charge. 

442G. Chairman: i'urther you have said, “The Indian joint stock banks 
and the co-operative banks arc manned by Indians, but many of the staff 
have not good banking experience or higher education.”. How can any 
recommendation by this Committee force on these Indian joint stock 
banks and the co-operative banks a class of men whom they, under pre¬ 
sent arrangements, are not willing to take?—If facilities are provided for 
education and trainin.g and banks arc askiid to encourage candidates, much 
of the difficulty would disai)pear. 

4427. Mr. Ramdas Panhdu: Do you get young men with a fair amount 
of training for co-operative banks?-—That is what is being attempted at 
present in our province. 

4428. Do you know that in the syllabus for the Indian Institute of 
Hankers’ examination, eu-operalive banking is not one of the subjects?— 
I am not aware of it. 

4429. Is there any institution where actual training in co-operatiou is 
given?—They are taking on a few apprentices for the purpose in Madras. 

4430. Is there any institution which givi's training specially in co-opera¬ 
tive banking?—There is a school in Madras giving a general training in all 
the aspects of Co-operation. 

4431. My impression is that much of the work of these banks is suffL^ring, 
from want of trained men. Do you agree vidth me?—Quite so. 

4432. The Chairman ji;st now asked you how you would enforce banks 
to employ men with practical training; will you go as far as to say that 
unless the employee had satisfied a jiartieular standard in education and 
general efficiency, he should not be recognised for employment in, say, the 
Imperial Bank, or will you leave it to development in due course of time?— 
I would leave it to development in due course of time. 

4433. Chairman : You say, “There will be good prospects if the boys 
arc trained in banking. The slow development of banking and especially 
branch banking is due to absence of trained men”. That I fake it is the 
impression of your Chamber?—^Yes. 

4434. Does your Chaimber include among its members anv Indian joint 
stock bank like tbe .\ndhra Bank?—It has nob-become a member so far. 

4435. Have you got any bank as a- member of your Chamber?—I am 
told there are two banks at Masulipatam ?—Our members are merely 
traders and merchants; the banks have not been included in our Chamber. 

4436. Mr. Mann Subedar: Have you any indigenous bankers as your 
members?—Some of them are. Oiw president is a Gujerati gentleman. 
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4437. Mr. Ramdas Pantulu : Are there no Komuttis in the Andhradesa 
•who do an amount of indigenous banking by receiving deposits from other 
people and by lending money?—They do. 

4438. Chairman: Do they make a practice of receiving deposits?—They 
only receive deposits from their relatives and friends but not from other 
members of the public. 

4439. Mr. Devadhar: Who does this kind of work (receiving deposits 
and lending nioney) in the villages in Andhradesa?—Komuttis do this 
work; they are the village sowcars. 

4440. Do you think that necessary relief is being given to the agricul¬ 
turist systematically by co-operative societies so far as the rates of interest 
are concerned?—Yes. 

4441. You said that the rate of interest charged by co-operative societies 
would be something like 50 per cent, of the rates current in the market?— 
Not exactly 50 per cent. The co operative societies lend at 9f per cent. 

4442. Chowdhnj Mukhtar Singh: Is this 9 per cent, charged from indi¬ 
vidual members?—Yes from individual members. 

4443. Mr. Ramdas Pantulu: Has your Chamber considered the consti 
tution of the reserve bank which you propose or would you leave it to 
some future authority to settle the constitution?—That can be considered 
later on. 
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FIFTEENTH DAY. 

Thursday} the 11th September 1930. 

Presknt; 

Sir Bhupendra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. {Chairman^, 

Mr. D. P. Khaitak. I Mr. W. Lamond. 

Mr. F. V. Eushfortii. j Mr. E. W. Buckley. 

Mr. Manu Subedar. I Mr. G. K. Devadhar, C.I.E. 

Sir Hugh Cocke, Kt. : Choudhri Mukhtar Singh. 

Dr. L. K. Hyder* Mr. Nalini Eanjan Sarkar. 

Mr. V. Ramdas Pantulu. Seth Haji Abdoola Haroon. 

Mr. V. K. Aravamudiia Ayang.ah, AI.A., C.I.E. {Secretary). 

Mr. R. P. Mas.ani, M.A. {Joint Secretary). 

Seth Kasturbhai Lalbhai, representative of the Ahmedabad Millowners 
AssociatiOQ was examined. 

4444. Chairman: Do you represent the Ahmedabad Millowners’ Asso¬ 
ciation?—1 do. 

4445. You state that at present cotton mill companies are financed, 
both for block and working capital, mostly by the managing agents of the 
companies and by public deposits. Will you kindly tell us the percentage 
of the deposits to the total capital required?—Approximately 80 per cent, 
of the total outlay is financed by deposits and by the managing agents- 

4446. When you say ‘total outlay', do you refer to total capital outlay 
and does it include working expenses?—1 refer to w'orking capital with 
the block account. 

4447. We do not usually call working capital part of the capital. 
Then I would say that 65 to 75 per cent, of the total outlay is financed 
by deposits and by the managing agents, and if you include the working 
expenses it will bo 80 per cent. 

4448. Are these deposits for short terms only?—Generally speaking, ^ 
thev are deposits for one year. In some cases where recently new mills 
have been started, deposits have been taken in for a period of seven 
years, but these deposits have been collected from shareholders in the 
nature of debentures. 

4449. Do these apply to new mills only?—^Yes. 

4450. Could you give us any idea as to how much has been raised in 
that manner?—Generally speaking, the system in Ahmedabad is that 
cotton mills are started with a capital of five lakhs of rupees. Out of 65 
or 70 mills, more than 85 to 90 per cent, of the mills have a capital of 
five lakhs. The new mills have also been started with a capital of five 
lakhs, but the diSerence is that the five lakhs have been collected as » 
seven years deposit. 

4451. Mr. Khaitan: You said that the deposits are in the nature of 
debentures. By that, do you mean that the company has executed » 
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mortgage or trust deed?—They rank pari passu with other deposits, the 
only difference being that the deposits being for a longer period of sevett 
years, they serve the purpose of debentures. 

4452. There is no charge executed on the mill ?—None at all. 

4453. Is there any undertaking that the mill will not be mortgaged?— 
Ncine. 

4454. Do you not think that debentures are even inferior to ordinary 
deposits, because ordinary depositors can take back their money at any 
time, whereas these depositors cannot withdraw their deposits until the 
expiry of the period of seven years?—That is so, but by giving a deposit for 
seven years they got a certain share in the agency commission. 

4455. Chairman : To that extent they differ fundamentally from other 
deposits?—They do not differ as far as the character of the deposits is 
concerned, but as far as the interest of the depositor is concerned, they 
differ in that the depositors get a certain share in the agency commissionr 
but for which they would not deposit for a period of seven years. 

4456. Mr. Khaitan: Unless, they are given a share in the managing 
Agency e<.)mrnission, people would not come forward to deposit for sucb 
a long period?—That is so. 

4457. Chairman: Therefore they get not only a certain rate of interest, 
but also a share in the agency profits?—^Yes. 

4458. The now mills are not raising any share capital?—They have- 
faised. 

4459. I thought you said that in the case of the ne\y mills the whole 
of the five lakhs required are being obtained by these long term depoats.— 

I am sorry for the misunderstanding I may perhaps have created. The 
.sniount; that will be required for starting a concern will be something 
like 20 to 25 lakhs of rupees, 11s. 20 lakhs being the block account and 
about 5 lakhs working capital. Out of the 20 lakhs it is the general 
custom to raise only Rs. 5 lakhs as share capital, the rest being the capital 
debt. If a mill starts with a block account of 20 lakhs, it will have 
Es. 5 lakhs share capital, 5 lakhs deposits received for a fixed period of 
seven years, and the balance of 10 lakhs will be financed either by the 
managing agents or by the public as one year deposits. 

4460. What about the working capital?—It will be financed by the 
deposits or by the managing agents. 

4461. Dr. Ryder: What is the agency commission which the seven 
year dcqiositors get? Is it a- percentage?—There have been four or five 
such cases. There arc 1,000 shares in the managing agency system, of 
which one share is given to a depositor of Rs. 5,000. That is to say, 
one who comes forward with Rs. 5,000 (Rs. 3,000 in the shape of ordi¬ 
nary capital and Rs. 2,000 in the shape of deposits) gets one share, i.e., 
one-thonsandth share as agency commission. 

4462. Mr. Khaitan: Docs he get this as an ordinary share?--The 
managing agency is made into a limited concern with a nominal capital 
of Rs. 1,000, each share being of one rupee and that one rupee share 
has considerably more value than the nominal value it represents. In 
some cases a one rupee share is worth Rs. 700 to 800. He has to put 
•n Es. 5,000 in order to earn one commission share. 
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4463. He must take up ordinafy shares of the nominal value of 
Es. 3,000 plus Rs. 2,000 as deposit for seven years and in return for 
these two considerations he gets one share in the limited company, which 
is the managing agent of the concern?—Yes. 

4464. Mr. Manu Subcdar: The R.s. 3,000 share capital which he takes 
might be for himself or for the market?—Quite so, but the deposit must 
be continued. 

4465. Either in his own name or in the name of the nominee?—Yes. 

4466. It is more or less in the nature of an under-writing commis¬ 
sion'^—You can put it like that. 

4467. Has that system worked very successfully?—Very successfully. 

4468. And do you find it safe in the sense that you finance the block 
account from deposits?—We have so far. 

4469. Sir Hugh Cocke : Are not cases on record where such unusual 
methods of finance have brought the mills into serious trouble because 
depositors have demanded their money?—As far as the Ahmedabad 
experience goes, the system has succeeded beyond our ordinary expecta¬ 
tions and I very much doubt whether the Ahmedabad industry would 
have progressed as well as it has done had it not been for the system of 
giving out shares from (he managing agency commission. Wo would not 
have got either the capital for the industry or the working capital. For¬ 
merly, the managing agents used to take in persons who would bring a 
certain amount of capital, thereby earning a certain portion of the com¬ 
mission agent’s share, but now the agencies have been made into limited 
concerns and shares issued, a proportion of which they can sell off at their 
sweet will. 

4470. If your mills require finance tr. the extent of Rs. 20 to 25 lakhs 
and get 10 lakhs in all from these deposits either in the shape of share 
capital or deposit, that leaves a very large share for the managing 
agents to find?—It does. 

-4471. Do mills get anything from the banks on block accotint?—Very’ 
rarely. 

4472. Mr. Manu Subedar: Is not that due to the fact that the charges 
of the banks are higher than the rates at which yo\i can get depositors?— 
It i.5 not •merely because of higher bank rates, but banks are generally 
unwilling to advance any’ amount to the concerns. 

4473. The bank is unwilling to advance amounts which would rank as 
caj'ital debt?—Rut even for working capital the. banks have been unwilling 
to advance. 

4474. Mr. Lamond: One of the difficulties about that is that the 
Ahmedabad mills do not pledge or hypothecate their stock as the Bombay 
mills do ?—If the mills were to hypothecate their stock, the whole fabric of 
their credit will be ruined. It is all the more reason why banks should 
finance such companies, because they consider their honour and credit 
to be so high that they are unwilling to hypothecate their stocks. 

4475. Mr. Manu Subedar: If you wore a bank director, would you 
recommend an advance in a case where the cash credit or loan or over¬ 
draft given by the bank would rank in the same position as deposits ?—1 
would, on consideration of the party to which I am advancing and the 
stability of the concern. 
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4476. I put it to you that thera are parties and parties. Theire are 
undoubtedly in Ahmedabad sound parties to whcm it would not be diffi^ 
cult to recommend such advances by banks. But there are also weaker 
agents and some of them have failed. Have not they ?—But I submit that 
the banks have not come forward to finance the best of the parties; that 
is my grievance. 

4477. I understand that, but would you not qualify your suggestion 
that banks’ advances should take the same position as deposits to t>ne 
extent that they should discriminate and advance only to really some first- 
class agents and not to everybody?—Quite so. 

4478. Mr. Rushforth: Do these public deposits come from individuals 
or from small bankers and traders?—They come mostly from individuals. 
Before the War, practically almost all the capital used to come from the 
public. Since the War, some of the industrial concerns in Ahmedab^ 
have flourished and accumulated reserves and they are also inter'-deposit- 
ing, i.e., one mill deposits with the other mill, not of the same agents. 
Supposing I have a surplus of ten lakhs in my mill, instead of lending it 
out to a bank on a smaller rate of interest, I would deposit it with smother 
mill. But this is only a recent practice; formerly all the capital used to 
be forthcoming from the public at large. 

4479. Do deposits come to you as they would go to a bank? What 
■rates would you give for your deposits?—It is the view of the Ahmedabad 
public that after all a bank has got an office and certain papers, while a 
mill or an industrial concern has its buildings, machinery, etc., and it is 
therefore safer to deposit with the industrial concern than with the bank. 

4480. Do the mills do any sort of banking business?—No. 

4481. You refer to most of your deposits as long-term deposit^ Are 
there any demand deposits?—^No. 

4482. Dr. Ryder: What is the size of the deposits? Do you receive 
deposits of small amounts from a large number of people or do you receive 
deposits of large amounts from a very few?—I think the deposits would 
rank just the same as with banks. They will vary from 6,000 to 
Hs. 10,000 on an average. 

4483. Sir Hugh Cocke: You said that formerly the public pre.fcrred 
to put their money into a mill rather than into a bank. Is that so 
to-day, or has there been any change?—There, has been some change. 1 
shall come to that in a later portion of my statement. 

4484. Mr. Rushforth: Does this system of obtaining capital in Ahmeda¬ 
bad attract any money from outside at all, or do you get most of youJ 
-capital locally?—It used considerably to be from outside, i.e., from the 
rural areas. 

4485. Mr. Manu Suhedar: Could you give us some idea of the total 
'Volume of deposits?—As far as my information goes, the total deposits 
with the mills is more than 7 crores of rupees. 

4486. Chairman: Are your one-year deposits steady or has there been 
a falling off in recent years?—The deposits from the rural areas have con¬ 
siderably fallen oS, but this has been replaced by deposits from the mill 
companies about which I have already referred. 

4487. Therefore, there has been no reduction or falling off in the total 
volume of the deposit®?—Hint is so. 
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4488. Afr. Manu Buhedar: The mill oompanieB’ deposits, which yoit 
referred to, are really undistrihuted profits, i.e., surplus finance belonging 
to the mill itself ?—That is so. 

4489. Has there been any diminution in deposits on account of the 
establishment of two banks in Ahmedabad?—I wish to make it clear that 
the deposits from rural areas have considerably fallen off for two reasons: 
firstly, the small towns round about Ahmedabad which used to put in » 
certain amount of deposits have declined in prosperity; secondly vjovem- 
ment have come forward by giving and 6 per cent, interest for postal 
CEksh certificates. These are the two main reasons for the falling off in 
deposits from rural areas which, if they had not been replaced by the 
mill companies, would have brought about a serious situation in the milJ 
industry. 

4490. Chairman: Is it the experience of your Association that much 
of the money from the rural areas is now being invested in postal cash 
certificates?—I could not give you the figures. In the opinion of my 
Association this is one of the reasons why large amounts have been 
drained away from industries. 

4491. Dr. Hyder: You say later in your memorandum that local mills 
obtain deposits from the public at rates varying from 5 to 6 per cent, so- 
that really between the mills and Government there is not much of com¬ 
petition?—No, formerly, the rates were lower, 4^ to 5} per cent. When 
Government came forward giving 5 or per cent, for postal cash certd- 
fioates, the mills had to increase their rates to 6 per cent. 

4492. Chairman: But even so, a good portion of the money from the 
rural areas went into postal cash certificates in preference to deposits in 
millsthough the mills had also raised their rate of interest?—That is so. 

4493. Would not that indicate greater confidence on the part of the 
investing public in postal cash certificates than in deposits with mills?— 
■Certainly. 

4494. Mr. Manu Subedar: Could you tell us the effect of the establish¬ 
ment of branches of banks in Ahmedabad on these deposits? Have the 
rates offered by the banks for fixed deposits attracted away also a certain 
j)ortion of the deposits going to the mills?—They have. 

4495. So that, when you suggest the extension of further branches, 
you would expect the same effect all round?—Ahmedabad is the only 
centre where the money that was required for industrial purposes has 
been drained away to other centres, but that does not mean the same 
thing would happen if you open branches of banks in other parts of the 
country. 

4496. Had the rates offered by the banks in Ahmedabad anything to 
do with the increase in the rates by the mills?—It is very difficult to 
answer this question. 

4497. It would be a matter ol shrewd guess, but what would be your 
personal opinion ?—They have adversely affected us. 

4498. Dr. Hyder: What is the rate offered by banks on such deposits?— 
In the case of short-term deposits, banks offer as much as 7 and 
7^ per cent, in the season. In the case of fixed deposits for a year, 
they offer anything from 4^ to 5 per cent. 

4499 Chairman: May not the increase in the rate be connected with 
the general rise in prices?—No. it should be connected with the higher 
rate of interest offered by Government. 
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4500. Government had to offer a higher rate of interest, because the- 
rate of interest in the market had gone up and was %ot this again due to- 
the rise in prices generally?—I do not know that. The policy that has 
been followed by Government has been one of the most suicidal ones in. 
the opinion of my Association. During Sir Basil Blackett’s regimd the 
rates that were offered on Government securities were reduced by 1 to IJ 
or 2 per cent, without any justification. When Government could easily 
have tapped the resources of the public and collected the necessary 
amount, they thought it a wiser policy to cut down the rates all at once 
and at very short notice. That has been more responsible than anything 
else for bringing about a higher rate of interest. 

4501. Up to what year had you to pay 4^ to 5i per cent.?—Up to 
approximately 1923-24, I cannot be quite exact. 

4502. Therefore, were you not paying, higher rates at a time when, 
according to your statement. Sir Basil Blackett reduced the rates for 
Government loans?—No, because when Government went on reduoing the 
rate for Government loans, they went on offering very high rates for 
postal cash certificates. You wOl probably find that in 1924-25 Govern¬ 
ment offered 6 per cent, for postal cash certificates, while we were offering 
H to 5J per cent. 

4503. Therefore it is not a question of Government borrowings. It 
was the rate offered for postal cash certificates which interfered with ttie 
deposits in your mills and it was for that reason that you had to raise 
your rate of interest?—Yes. 

4504. I want to get the point clear, because your complaint was that 
it was the high rate of interest paid by Government generally which 
had the effect of reducing deposits in your mills. Now from the figures 
you refer to it seems that it was not the increase in the rate of borrow¬ 
ing by Government generally, but the rate paid by them for postal cash 
certificates which had that effect.—That is not my statement; I submit- 
that the two go hand in hand. As far as the small depositors are con¬ 
cerned, these were induced by Government to put in their money into 
the postal cash certificates. Then at a later stage Government came 
forward offering high rates of interest and well-to-do people who used to 
deposit money with the mills were induced to go in for Government 
paper. 

4505. I was trying to follow the process step by step. I gathered from 
you that your mills were paymg something between 4J to 6 per cent, up 
to the ye^ 1923?—That is so. 

4506. In 1923 you had to increase your rate to 6 per cent. ?—Yes. 

4507. At that stage in 1928 the rate of Government borrowings had 
not been increased?—No. 

4508. Therefore the only factor which would have the effect of reducing 
the deposits in your mills would be the rate offered for postal cash certi¬ 
ficates?—That is so. 

4509. Then within the last eighteen months there has been, according, 
to vou, an increase in the rate of Government borrowings, apart from the 
postal cash certificates. Has this resulted in your having to further 
increase the rate of interest paid to your depositors?—^That is so. 

4510. The first stage was that you raised your rate to 6 per cent, in 
1923 At what level does the rate stand now?—We go on adjusting our 
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zates adcotding’to ttie demand and supply of money. We had to raise it 
vhen Government raised itj Then a period came when there was plenty 
of money and we reduced our rates. 

4511. In which year did you make the reduction?—I cannot give you 
^faese • rates exactly off-hand. I shall send you the rates offered by my 
mills during this period which may enable you to decide the general rate 
offered by mills. It would be very difficult to obtain the figures of other 
mills. 

4512. I find that Government reduced the rate for postal cash certi¬ 
ficates to 5i per cent, from 1st April 1926; they further reduced it to 
4J per cent, from 1st July 1927. Did these have the effect of helping you 
to reduce your rate of interest?—I cannot say that from memory. 

4513. Mr. Khaitan : Having regard to what we have heard from you, 
do you consider that it is safe for the mills in Ahmedabad to rely on 
getting these deposits from the public always, or do you think that some 
safer methods should be adopted?—^This system has been put to the test 
for the last 25 years and the industry has succeeded so far. One cannot 
say for certain what will happen in the future, but so far as I can see, 
no change need be made in Ahmedabad. 

4514. Mr. Manu Subedar: You just indicated that rates for deposits 
had to be revised and that the matter depended very largely on the ques¬ 
tion of demand and supply. Do you consider that if the volume of Gov¬ 
ernment borrowing had been a little less, your position would have im¬ 
proved?—It should not be taken for granted that Government borrowing 
is the sole reason for the revision of rates of deposits with the mills. 
iWhat I meant to imply was that Government borrowing was one of the 
main factors. 

4515. Chairman: I think you told us a little while ago that in Ahineda- 
had you do not attract deposits from other parts of the country, but you 
mainly rely for your deposits on the Ahmedabad city and the rural areas 
adjoining the city. Is that so?—Yes. 

4516. You are probably aware that it has been alleged that with deposits 
easily obtained at comparatively low rates mills in the past have specu¬ 
lated in cotton or carried larger stocks of finished goods than the state ol 
the market justified and that some of them have even used this credit 
for extension of plant and machinery with the result that with the shrink¬ 
age of such credit an embarrassing situation is created for such concerns. 
Will you kindly tell us what your experieiree has been in the matter?— 
This statement is absolutely incorrect so far as Ahmedabad is %oncemed. 
I suppose the reference is to incidents which happened in Viramgaum 
and Broach where a small group of mills came to grief and this was 
mainly due to recklessness on the part of the managing agents. If the 
managing agent has got two or three concerns and if he finds trouble in 
one of them and he withdraws the capital from another concern, it is the 
duty of the Board of Directors to prevent it or it is the duty of the bank 
to see that no monies are withdrawn from the concern for which they had 
been taken. 

4517. No banks are involved in this case. I suppose the parties in¬ 
volved are the mill authorities and the managing agents?—Somtimes 
banks also advance money to the managing agents and it is only when 
the latter misuse the same for their personal purposes that the mills come 
to grief. 
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4518. Were these xmlls that came to grief in Ahmedabad?—^Two of 
them were. It was a managing agency concern and it had 6 mills uiideif 
its management. 

4519. You have said that In Ahmedabad it is not the practibe for mill* 
to go to banks for accommodation. That beingf so,' I amat a loss ta 
ijnderstand your reference to banks?—Generally speakings the mills dp. not 
go to banks for accommodation, but there are instances where mills ’do take 
small advances from the banks. I do not mean to imply that mills do- 
not keep any banking accounts at all. 

4520. If it had been only a little amount, it was not likely that dt 
might cause any great embarrassment to the mill. If you had not made 
any reference to banks and stopped there, it would have been aU right. 
So perhaps the words “and banks” were added rather incautiously?—Yes. 

4521. Mr. Manu Subedar: Did any depositors lose in the particular 
crash to whioh you have referred?—^Yes, they did. 

4522. Therefore, from the view-point of deposits, there is the dbngar 
to the system working very well in Ahmedabad as the depositors miight 
get nervous about their deposits and would withdraw them from the other 
mills as well. Is that not so?—^Ahmedabad depositors are very shrewd 
people. They knew full well that it was only because of the carelesa 
action of the managing agents thac the mills had come to grief. In spits 
of the fact that some set of mills came to grief, the deposits in other 
mills did not diminish appreciably and the public still retained confidence 
in others. 

4523. Chairman : Your point is that that was only a particular incident 
and no generalisations could be inferred?—Yes. 

4524. You said that Ahmedabad is perhaps the only place in which the 
industry runs on finances received from the public and the managing 
agents with very little or no assistance from banks. While congratulating 
your Association on this position of the industry in Ahmedabad, may I 
ask you to explain to us the reasons why what is possible for the industry 
in Ahmedabad is not possible elsewhere?—^The position is this. So far a* 
the Ahmedabad industry is concerned, the industrialists have completely 
identified themselves with their concerns. As far as my information goes, 
Bombay mills used to be financed largely by public deposits until a few 
years ago, and even in the case of the Sholapur mills it used to be so. 
If tbe managing agents had only taken care to look to the interests of the 
public depositors there would not have been any trouble. When once the 
agents do not take minute care about these deposits, the confidence of the 
public is naturally shaken and the deposits are withdrawn. 

4525. Would I be correct when I say that so far as Ahmedabad is 
concerned, the managing agents are able to keep the confidence of the 
depositors beeatise of their business rectitude?—Yes. 

4526. Does the diflSculty in other places in getting finance arise from 
the fact that it does not give an adequate return?—^It is the business- 
integrity of the people in charge of the management of the mills that is 
responsible for the attraction or otherwise of public deposits. 

4527. That being the position, would it be correct to blame a bank if 
under those conditions it refused to come to the rescue of the mill in a- 
case where due to the lack of business integrity on the part of the 
management, the depositors lose their confidence?—There are two views 



to be taken in this matter. One is that the bank should see whether 
the confidence of the public has been shaken merely because of temporary 
trouble of the concern or whether it has been shaken because of the 
wasteful management on the part of those concerned. If it is only a 
temporary affair, my point is that banks must come forward, and my 
complaint is that banks do not do so even when they full well know that 
the business integrity on the part of the management is sound. 

4528. I am referring to eases where the mills had lost the confidence 
of the public because of wasteful management. Would you advocate that 
banks should advance monies to such concerns also?.—No, certainly not. 

4529. Mr. Manu Subedar: If you were told that the deposits in the 
•case of the Nagpur and Swadeshi Mills in the management of Tata Company 
in Bombay had gone down, would you say that that was an exceptional 
case or would it come und.er the other class, viz., absence of integrity?— 
I would say it is only an exceptional case. This might be due to the lack 
of confidence on the part of depositors in the mills, generally because of 
mill-failures, and the general depression. 

4580. Your committee have expressed their opinion that banks ought 
to take up at least one-third of the block-account in debentures and advance 
freely on the security of liquid assets with about 25 per cent, margin and 
that such advances should not be dependent on the standing of the agents’ 
■firm, nor on the guarantee of the agents. It has been suggested that the 
correct method is that capital expenditure or block should be put up by 
the investor and not by the banks. Do you agree?—^I do not agree. There 
is no country in the world whose industrial concerns are merely financed 
by Industrial banks. The banks as such ought to take a hand in the 
mdustrial concerns of the country although the banks might have obtained 
their -working capital through short term deposits. The banks can naturally 
finance the industrial requirements from their other resources such as 
Eeservea, etc., which are more or less of a permanent character. 

4531. Is it so in England?—In England, the Lancashire mills were 
given large amounts by the ordinary banks. There are no industrial banks 
in England. 

4532. Will I be correct in saying that banks in England financed the 
Lancashire mills only to provide facilities of reconstruction?—^The position 
is this. In England the view that the banks took was that it was a national 
industry and that it was the duty of banks to help them, but here in this 
country, the banks take the view that the mills might go to dogs and 
that it was not the duty of the banks to finance them and thus to pull them 
out of danger. 

4533. You know this help was given for re-construction as I have already 
said. Finances were not given for the ordinary working expenses or the 
■ordinary expansion of the business or for block. It was given with reference 
to a general scheme of rationalisation. In fact I read recently in the papers 
that the mill authorities in Bombay are also trying to work out a scheme 
of rationalisation. I do not know what ■will happen, but if they are able 
to formulate a concrete schetno and later if the banks refused to conre ta 
the aid of the mills concerned, then you might be justified in making a 
complaint against banks in the way you did?—^I will submit another 
instance. An English bank in India lent out a large sum of money to an 
Industrial concern in this country. It was for the capital outlay. 
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4684. Could you give the name of the bank?—do not want to disolosa 
the name of the bank for obvious reasons. 

4636. Mr. Buckley: Are you referring to a transaction which took place 
up-country?—Yes, and I know the actual facts. 

Mr. Buckley {to Chairman) : I can give you all the facts about the case; 

I know the name of the bank myself. 

Witness : I am absolutely certain of the facts. What I want to submit 
is that an incident here or an incident there should not be regarded as the 
general policy, but if this Committee were to make enquiries it will find 
that banks in foreign countries do advance even for block requirements of 
industrial concerns. 

4536. Chairman : You have studied the position and so have I, and I 
daresay the members of the Committee as well. Except in the case of 

G.banks of Germany, we do not find that it is the general policy, 

of the commercial banks in other countries of the world to do this kind of 
work. Do you agree ?—I do not say that it is the general policy. What I 
say is that they do take an interest in financing industrial concerns. 

Mr. Khaitan : Do you know that in Austria and Hungary the commeroi.al 
banks act in the same way in these matters as th€i German banks?—I have 
n.j knowledge. 

4537. Sir Hugh Cocke: Are you a director in any bank?—No. I am a 
member on the consulting board of the B.ank of India at Ahmedabad. 

4538. Supposing a concern has been started with a capital of Ba. 80 
lakhs and supposing it wants to raise another Rs. 10 lakhs to complete its 
block, would you consider it a banking proposition to advance that money? 
—No. If the concern would require Es. 2 or Rs. 3 lakhs, I would not 
'•object. 

4539. I am putting it to you as a point arising from your own sugges¬ 
tion that banks ought to come forward in taking up at least 1/3 of the 
tdock-sccount in debentures?—I would not advance the amount as a loan, 
but I would certainly take up Rs. 10 lakhs in debentures. 

4540. Mr. Khaitan : And subject to a margin of 26 per cent, on liquid 
assets, you would consider it a business proposition?—^Yes. 

4541. Mr. Manu Subedar: Is it your view then that in regard to in¬ 
dustries generally, banka in India have kept themselves in close isolation 
and have not come forward even to help sound industrial concerns?—Yes, 
that is my view. They do not even help in financing small amounts. 

4642. Considering that the bulk of the working capital of joint stock 
banks consists of short term deposits, would you find fault with them if 
they desire to have their funds so invested as could be realised at short 
jTotice ?—No, I would not find fault but they have got their own subscribed 
capital and reserve fund out of which they could advance. 

4548. Those resources would natmally be relatively small and would 
they be adequate for doing this part of the business? Moreover, would 
not the shareholders of the bank blame the bank management if they would 
invest their monies, say the sum of Es. 10 lakhs in debentures as you said 
a little while ago, and thus lock up their funds? Moreover there may be 
several other concerns like this. Do you want the bank to finance all the 
concerns and if they have to do so, do you not think that they will require 
a-very huge capital, say Rs. 2 or Es. 3 crores?—I do not say that one bank 
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alone should finance all concerns. There may be other banks who inightr. 
be able to do so. After all there may not be much demand as established^ 
concerns will not go in for funds. 

4544. Therefore your reference is only to new concerns, and your pro^ 
position is that to the extent to which the'banks will be able to finance 
safely, they should do so?—Yes. 

4545. Mr. Khaitan: In order to understand the point fully, may I ask 
one question? Supposing one concern goes to the bank and takes 'leben- 
tures. The bank will be able to sell those debentures in the market and 
with the name of the bank behind it people may have confidence and may 
buy those debentures. Supposing another concern then approaches the 
bank and the bank might he able to help the other concern too. So you 
think that the commercial banks as they exist at present might be able 
to help companies both for purposes of block account and for working 
capital'?—^Yes. 

4546. Chairman: Now about these debentures: would the mere fact 
that a bank has, to start with, invested money, make those debentures 
mere marketable?—In my opinion, it would. 

4547. Have the joint stock banks always refused to advance against 
block?—That is so. 

4548. Have they not advanced money on the mortgage of the block?— 
They have insisted on the personal security of the managing agent. 

4549. I hope your remarks do not upply to the Imperial Bank so long 
as the present Imperial Bank Act remains in force?—I submit, Sir, that the 
Imperial Bank has refused to advance money even on the working capital 
of the concern, which is something perfectly permissible under the Act as 
it stands. 

4550. Do you not admit that before the Imperial Bank can advance- 
any money, it must be satisfied about the security which is offered?—^My. 
submiseion is that the way in which the Imperal Bank works is WTong. 
If the Imperial Bank were to follow the same system as has been followed 
by the Bank of India, for instance, it would be more helpful to the con¬ 
cerns. As it is, the agent of the Imperial Bank, who is a European gentle¬ 
man, when asked to make a report on behalf of a particular party would 
depend on his shroff for information regarding the status and financial 
position of the party. On the other hand, the system' followed by the 
Bank of India is to have a local board of directors who take the fullest 
responsibility for any recommendations that they make. In my opinion 
if the Imperial Bank were to work on the same lines, it would satisfy local 
requirements. 

4551. Chairman (To Mr. Lamond): The Imperial Bank has not got an 
advisory board in Ahmedabad, but it has one at Bombay. Now what is 
the system on which the Imperial Bank proceeds? Is your agent at 
Ahmedabad the final authority? 

Mr. Lamond: The agent submits his report to the Bombay board and 
the Bombay board decide. 

4552. Chairman: So they do not decide solely on the advice of the 
shroff a demand from a mill at Ahmedabad for an advance for working ex¬ 
penses?—(Mr. Lamond). The local agent puts his recommendations up to 
the Board at Bombay and it is the Board at Bombay which will decide whe¬ 
ther this advance can be given and what security should be demanded, for it» 
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Witness : My submission is that even if half a dozen men of the abihty^ 
of Sir Purshotamdas Thakurdas were to be on the board of the Imperial' 
Bank at Bombay, they would not be able to find out all particulars about 
each and every party on whose behalf proposals were made to the Imperial' 
Bank, either at Ahmedabad or up-country centre. 

4553. Mr. Lamond: The members of the local Board can make indivi¬ 
dual enquiries. 

Witness : I have known cases in which a party worth 3 or 4 lakhs has- 
been re]')orted as worth ten thousand only, and also where a company worth 
a few thousands has been represented to be worth some lakhs. 

4554. Chairman : You said that the Imperial Bank agent makes enquiries 
through his shroffs. Do you mean to say that these shroSs are to that 
extent untrustworthy? Would they misinform the bank authorities about 
the position of a particular party?—^It is not possible for a shroff to find 
tut exactly the status and the position of each and every person. After 
all he will approach just one or two or at the most three parties with whom 
he IS mostly in touch. If, on the other hand, local advisory bo.ards were 
set up, they would be able to make complete enquiries from all possible 
sources as they would be in touch with a considerably wide range of people,, 
and thus they would be able to furnish information which would be rarely- 
disputed, while enquiries by mere shroffs are not likely to result in satis¬ 
factory reports in all eases. 

4555. Mr. Lamond'. Can you teU me whether your shroffs belong tothe- 
indigenous banking community?—(Mr. Lamond) They are our men, trained’ 
by the bank. 

4556. From what class are they taken?—They are local men. But, 
Sir, our enquiries are not confined to enquiries by shroffs only; our scents 
make enquiries too. 

4557. Chairman: (To the witness) So you think that the only way in 
which this can be remedied, so far as the Imperial Bank is concerned, is 
by having local aidvisory boards?—It is a very important proposition in my, 
opinion. 

4558. Mr. Bucldey: This suggestion of local advisory boards no doubt 
has its advantages. But do you not think that a disadvantage would be 
that a merchant of Ahmedabad would hesitate to do his business with a 
particular banlc on whose advisory board a certain competitor of his sits, 
on the ground that he would disclose his business to his rival?—The ex¬ 
perience gained so far by the Bank of India has been just the reverse. The 
pecple who are asked to work on these advisory boards should be people 
who are expected to tender the best and most disinterested advice to the 
Board at the head office, regardless of personal rivalry or other similar 
considerations. 

4559. You do not think a merchant whose competitor is sitting on the 
local Board will remove his account to another bank?—No. 

4560. Mr. Khaitan: With regard to this question of Mr. Buckley, if 
his contention were correct, in your opinion would not- similar difficulties 
arise in the case of the directors at the head office. 

4561. Then as regards the Imperial Bank, you said that it should not 
be necessary to hypothecate stocks with the Imperial Bank in order to get 
advances for \^rking capital. Is it because you think that the Imperial 
Bank, even as at present constituted, is at liberty to advance money on 
two signatures and that in the case of the mill, the mill and the managing^ 
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agent could furnish the two signatures required by the constitution of the 
Imperial Bank?—^That is so. 

4562. Is it your intention that on the strength of these two signatures, 
the Imperial Bank should, in proper cases, advance money for working 
capital without requiring the hypothecation of stocks?—That is so. 

4563. Is my impression correct that at present in India the banks 
refuse to advance any money for block purposes, that is, either for exten¬ 
sion of the mill or for replacement of old machinery by new? Is that 
your experience?—That is so. 

4564. Even if a bank were prepared to advance money for working 
capital and if they later came to know that the money advanced would be 
utilised for extension of the mill or for replacement of the old machinery, 
would the bank hesitate to make the advance?—I cannot say definitely. 

4565. Chairman: We have been told by a banker that the chief reason, 
for the want of adequate support to the industry from the banks is that 
ic is not a profitable industry at present and that as year after year there 
have been losses and reduction in capital, there has been a fall in the value 
cf the securities held by the banka and that they are therefore reluctant 
V) make advances to some of the textile industries. This explanation was 
given with reference to the Bombay mills. Will you give us your experience 
as regards Ahmedabad? I think you have already answered that. You 
do not approach the banks because you generally get money from your de¬ 
positors. You have also referred to the confidence which the depositors 
have in the mills. As regards advances against liquid assets will you 
kindly tell us if the banks usually insist on the additional guarantee of 
agents?—That is so. 

4566. If a loan has to be only on the liquid assets, surely those assets 
must be hypothecated to the bank?—I agree. 

4567. It has been stated that in some cases managing agents provide 
finance to the cotton mills on consideration of being appointed agents for 
buying raw material and selling or distributing the products of the ’’ndustry 
concerned. Is that your experience in Ahmedabad?—^It is for the selling 
that they get a commission, not for buying. 

4568. But in Ahmedabad the raw material is quite close to the mdls?— 
Yes; but it is being purchased through agents or aratias who get their 
commission on the sale of the raw material. 

4569. Mr. Manu Suhedar: What is the rate which the managing agents 
charge to the company for the money which they advance?—Never more 
than 6 per cent. 

How does it compare with the rate allowed for deposits by the company ? 
—It compares very unfavourably with tho rate of deposit inasmuch as the 
agent has got to advance any amount that will fall short of the finance 
required by the mill, and the advanced amount is returned as the mill’s 
finances show a surplus. 

4570. Dr. Hyder: On the other hand the managing agent has to make 
good losses if any?—Yes. 

4571. Sir Hugh Cocke : Have you ever known a managing agent earning 
a buying commission of any sort?—There are agreements like that, but 
they are never put into practice. 

4572. Not on machinery?—No Ahmedabad mill agent would ever get 
commission on machinery even if the agreement permitted it. 
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4678. Mr. Ramdas Rantulu : In the co-operative banks our borrowings 
•are proportioned to the capital. Would you like such a limitation being 
placed upon the joint stock companies?—The two are different. In the 
case of mills, the managing agents are working for their own personal benefit 
and therefore completely identify themselves with the concern in order to 
finance it to an unlimited extent. This will be lacking in the case of co¬ 
operative societies and therefore, in my opinion, it would not be advisable 
to have a limit. 

4574. Dr. Hyder: Do you get any money from provincial co-operative 
banks?—^No. 

4575. Chairman : You state that the banks in your province have so far 
failed to render any assistance to the industry. Does that mean that during 
til? last 25 years this system of financing by deposits has been in force in 
your mills?—No. 

4576. Mr. Lamond: The Imperial Bank has helped the mills and it 
■does lend.—I have never said that the entire financing is done by financiers, 
it is done by banks also. But as far as the exchange banks are concerned, 
they have never taken a hand in the Ahm'edabad mill industry. 

4577. I know that some of the Bombay exchange banks have lent money, 
to the Ahmedabad mills.—Not to my knowing; if it has happened, it may 
be an isolated instance. 

4578. Chairman: Instead of saying ‘never’, would you say that 
generally speaking they have not taken a hand?—^Yes. As far as the 
Imperial Bank and other joint stock banks are concerned, they have made 
advances of small amounts to the Ahmedabad mill industry, but the 
amounts are insignificant considering the requirements of the industry as 
such. 

4579. Has there been any drastic curtailment during recent years?— 
I do not say that there has been any drastic curtailment, but I do say that 
ever since the incident of the ‘group’ to which I was referring, the policy 
followed by the Imperial Bank has been over-cautious. 

4580. Mr. Devadhar: If there had been a limitation as in the case of 
the co-operative banks, would the banks be willing to advance more than 
they do at present?—I do not think so. 

4581. Chairman: Can you tell us whether you have any information as 
regards commercial and industrial co^ncems in Ahmedabad financed by 
banks in Bombay directly or indirectly through the shroffs?—No. 

4582. The case mentioned by Mr. Lamopd was one such case, ■where an 
Exchange bank in Bombay financed the mill industry in Ahmedabad. But 
you have no knowledge of this case?—^No. 

4583. You complain that money has been drained away from Ahmeda¬ 
bad to the detriment of local trade and industry. I believe you refer to the 
deposits received by the branches of banks having their head offices outside 
Ahmedabad?—That is so. 

4584. Dr. Hyder: Do you also include Government in this process?* 
Of course. 

4585. Chairman: You are probably aware that there is a general com¬ 
plaint preferred from time to time in all parts of the world against the joint 
stock banking system, one of the features of which is to spread its activities 
over a wider area and a greater range of trade and industries than is the case 
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■#tth private banks. Have you any statistics to show how the position of' 
trade and industry in Ahmedabad has been affected by this diversion of 
funds to other areas?—have not got any statistics to submit, but as far 
as 1 know, more than a crore and a half of rupees ha^ been drained away 
from Ahmedabad by the branches of the Bombay banks, which could have 
been profitably employed in the local industry. 

4586. When you say ‘profitably employed’, do you mean that it would 
have led to a reduction in the rate of interest charged to depositors?—No, 
there would have been an expansion of the industry by the free movement of 
deposits. 

4587. Would it not also follow that thereby the development of industries 
in some other place would probably have suffered?—My point is that when 
a bank takes deposits in Ahmedabad, it is its primary duty to see first to 
the needs of Ahmedabad and then, if there are any surplus funds left, engage- 
them profitably in other centres. 

4588. But your proposition is that banks do not at present advanon 
money to industries except on certain forms of security, which are re¬ 
pugnant to the managers or authorities of your mills. That being so, if 
they simply retain the money at Ahmedabad, it would have helped nobody?' 
—^Yes. 

4589. Mr. Khaitan: You referred to the expansion of the industry in- 
Ahmedabad being possible. Do you simply refer to the extension of existing 
cotton mills, or the establishment of new cotton mills, or to the establish¬ 
ment of other industries?—refer to all the three. 

4590. Could other industries have come into existence?—There are 
about three or four other industries in Ahmedabad which would have 
flourished if the banks had helped them. 

4591. Could you give us the nature of these industries?—There are oil 
mills and the oil seeds being a crop growing round about the Ahmedabad' 
district, it would be advantageous to crush the oil in Ahmedabad instsad of 
carrying it to other centres for crushing. Then there are flour milts and 
match factories, which could have obtained funds from the banks to their 
advantage. 

4592. In this way industries would have flourished and other industries 
might have come into existence?—^Yes. 

4593. Chairman : That would have been possible only if the banks 
changed their methods?—^Yes. 

4594. Dr. Hyd.er: Do these -banks offer higher rates to depositors than- 
mills do?—There is practically not much difference; the difference will be 
I or 1 per cent. 

4595. Does the Imperial Bank offer 5J or 6 per cent?—^No, the Imperial 
Bank must be giving 3J per cent, for their deposits. 

4596. What other banks are getting deposits?—The Bank of India and 
the Central Bank of India. 

4597. What do they offer?—They are offering 4^ to 4f per cent, for 
twelve months. 

4598. Still why do people put their money in these banks?—Certain 
classes of people, say the official class, always go to banks and only in th® 
absence of banks would they go to the mills. 
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4599. Do you not think that they would send their money to Bombay 
for deposit?—They ha'^e not the capacity to do it. 

4600. Mr. Devadhar: You say that there is scope for the development 
of other industries, fi.g., oil, flour and matches, was it not possible for lead¬ 
ing financiers in Ahmedabad to help these industries?—^They thamselve* 
are short of funds. 

4601. But you gave us to understand that you had plenty of money 
and never suffered.—We have been able to meet our requirements fully, 
so far as the cotton industry is concerned, but there has not been any 
surplus to finance the other industries. 

4602. Mr. Lamond: Do the Ahmedabad financiers hold Government 
paper?—^Very few. 

4603. Chairman : You suggest that banks should come forward to assist 
the internal trade by accepting 30 to 90 days drafts as is being done by 
foreign banks who finance the import of foreign goods. Will you kindly 
tell us how according to the experience of the members of your Association 
the foreign exchange banks finance the import of foreign goods ?—The goodi^ 
are shipped mostly from England or the United Kingdom and 30 to 90 
days draft is drawn on the importer. The latter has the choice to pay 
it within that time and if he is not in a position ti;) do so, the bank ware¬ 
houses the goods and when the importer is able to obtain funds, he pays 
off the bank and gets the goods. 

4604. You are of opinion that the introduction of a system of acceptance 
credit for inland bills would help the internal trade of the country just 
as it helps the finance of the foreign trade of the country. Can you tell 
us why there is no such system in this country?—No such system has 
existed in this country, because the banks exist here merely for taking 
deposits and advancing to those who come with folded hands to them. 
They have never cared to canvass business. In other countries, we find 
that banks canvass business just as much as any commercial concern. 
Here, on the other hand, banks have always held that they are existing 
merely for taking deposits and advancing on the safest security without 
the least idea of helping the commerce, trade or industry of the country. 

4605. Are not Muddati Hundis something like these 30 to 90 days’ 
drafts?—No, they have nothing to do with the financing of trade. Mer¬ 
chants who have got a certain status will draw a hundi of 30 to 90 days 
and the bank accepts it if it is satisfied that the status of the merciiant 
is satisfactory, but it is not being negotiated for the financing of trade. 

4606. But it is used for financing.—That is a different proposition. 

4607. Mr. Devadhar: The bank does not come forward to help the 
particular concern, but recognizes the credit of a particular individual?— 
That is so. 

4608. Mr. Lamond: I know that a certain amount of canvassing has 
been done by banks in Ahmedabad; but apart from that business houses 
ought to go to the bank and state what their requirements are. The banks 
do business of the nature you have referred to, i.e., they take bills. If 
the Ahmedabad mills will not state to the banks what their requireuients 
are, you cannot force the banks on them.—I think the duty falls on both. 

4609. Chairman: So far as I know, the system of Muddati hundis has 
been in vogue in this country for a number of years. Would not that ha 



494 


equivalent to these 30 to 90 days drafts ?—No, because those dealing 
Muddati hundis are a class of people, separate from those engaged in trade^ 
and coi^erce. There are about 300 merchants in Ahimedabad who are 
dealing in piece-goods. If the banks had cared to canvass business, they 
could easily have got 20 to 30 per cent, of them to draw 30 to 90 days- 
draft against those to whom they are consigning the goods. These mer¬ 
chants have to extend the credit to upcountry merchants and it would 
have facilitated them if the banks had discounted their bills. 

4610. Is that in answer to the last part of my question whether you- 
anticipate any special difficulties in the development of trade acceptance' 
credit in this country ?—No. I feel that there are no clearing houses 
here, with the result that the charge which the banks are called upon to 
pay for discounting hundis is high. Naturally it would be difficult for 9 
bank to discount a hundi unless it has its own branch in the other centre. 
Supposing I have to consign my goods to Bezwada, unless the Imperial 
Bank has a branch at Bezwada, it will have to discount the hundi through 
another bank, and therefore I shall have to pay a higher rate for dis¬ 
counting it. It is essential in my opinion to have a clearing house for 
each Presidency, wherein the hundis can be cleared and the bank charges 
kept as low as possible. 

4611. Therefore, am I correct in assuming that the only difficulties 
which stand in the way of the development of trade acceptance credit io- 
this country are firstly, more sympathetic treatment on the part of the 
existing banks and, secondly, the establishment of clearing houses which 
would bring down the rate of interest?—That is so. 

4612. But if I understand you con-ectly the essential need is more 
sympathetic treatment on the part of existing banks?—Yes. 

4613. You mentioned the joint stock banks and the Bank of India. 

Is not the Bank of India taking any interest in the development of this 
part of the business?—^It would not pay it; unless the bank has a branch 
upcountry where the goods are being consigned, it would not pay iho 
bank or the merchant to discount the hundi. The rate that will be asked 
for by the bank upcountry will be a very high one which the inerchant 
may find it difficult to pay. 

4614. That can only be solved by the establishment of Imore branch 
banks at various mofussil stations in the country?—Not necessarily; it can' 
be solved by an agreement among the banks undertaking to charge only 
a particular rate for the purpose of discounting bills. Suppose the Im¬ 
perial Bank negotiates a hundi from Ahmedabad to Bezwada. The 
Imperial Bank, even though it may not have a branch at Bezwada, may 
come to an agreement with the branch of a Madras bank at Bezwadar 
that any hundis which the Ahmedabad office of the Imperial Bank draws 
upon it will be dealt with at a particular rate; similarly any hundis that 
are drawn by that bank on Ahmedabad or other centres would be dealt 
with at the same rate. If such an agreement were arrived at, there 
would be no need to wait until more branches are opened by the Impcnal 
Bank. 

4615. That does not wholly settle my difficulty. You are talking of two- 
stations, Ahmedabad and Bezwada, but there may be a third place say, 
in the Madras Presidency where no bank has a branch. As it is, there 
.are numerous places in India where no banks exist.—For such gentree 
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branches will have to be opened or they could be dealt with by arrange¬ 
ment with a shroff of the place. But until an agreement is reached among 
the banks to deal with tho drafts at a particular rate, it would not pay" 
the merchant to negotiate through the banks direct. 

4616. Mt. Khaitan : Are not Muddati hundis simply accommodatioi]i< 
hundis drawn by a person either on himself or f u a friend on 30, 60 or 90^ 
days sight, not backed by any documents of title to goods?—As far as my 
knowledge goes, that is so, but partly they may bn for financing trade. 

4617. Ordinarily, Muddati hundis, as they exist in India, are purely, 
accommodation hundis and they are not treated as acceptances in the 
sense that they do not represent any actual transaction?—Yes. 

4618. The trade acceptances that you refer to would be drafts drawn in. 
respect of specific transactions of goods. If a miU in Ahmedabad buys 
Tirupur Cambodia, the firm in the Madras Presidency should be able to 
draw a bill on the Ahmedabad mill, on 30, 60 or 90 days sight and if a 
bill of lading were to be attached to it (either D/A or JD/P according to. 
the standing of the parties), the Ahmedabad mill would accept the hundi 
and 'either the goods would be stored in the godown of the bank or if it 
is a D/A bill, the railway receipt would be handed over to the buyer aud" 
payment made according to the usance hundi?—Yes. 

4619. Similarly, in the case of sales. If you sell goods to a customer 
at Muzaffarpur, you should be able to discount a hundi drawn on your 
buyer on 30, 60 or 90 days sight and the bank should easily be able to 
negotiate these hundis?—Yes. 

4620. If the bank in Ahmedabad has not got a branch at the place to • 
which you send the goods, you said a higher commission has to be paid. 
Js not that because the bank in Ahmedabad, not having a branch at the 
place of destination, has to get it done through another bank and the bank. 
which realises the money from the buyer charges a commission, and the 
bank that negotiates the hundi at Ahmedabad also charges a commission?— 
That is so. 

4621. Therefore two commissions are involved, the result of which is 
that, not only because the banks do not canvass for business, but also 
because of the higher cost, these bills have not come into existence. In., 
your view this difficulty could be solved if there were some arrangement 
between the different parties, or where banks do not exist, between the 
banks and shroffs, whereby the business could be done by charging one 
commission only by the bank which first negotiates the hundi.—That is so. 

4622. Chairman: Mr. Khaitan referred to hundis backed by railway, 
receipts. In your urovince is it not the custom to make use of these for 
the purpose of obtaining credit?—Very' rarely. 

4623. In certain other provinces we know that use is made of them* 
and a complaint was made that owing to the practice of railway companies 
these could not always be relied upon. We understood the other day that 
owing to a change made in the Sales of Goode Act, that difficulty has been 
removed, but that custom does not prevail in your province?—No. 

4624. The Bombay Committee on this point say: “We have tried to 
ascertain whether bankers or traders have experienced, or anticipate, any 
special difficulties in introducing the system, but the only explanation 
that is forthcoming is that it is not the custom.” If that is so, there 
ought not to be any difficulty. In any. case, it Indian businestoien in 
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Bombay were willing to change the custom, there, would be no difficulty 
in starting an arrangement connected with hundis' backed by railway 
Teceipts, which, so far as we are aware from the Provincial Committees’ 
reports, have come into vogue in other provinces.—There would be none, 
if only banks care to canvass this sort of business and come forward with 
reducing the banks’ charges by making some agreement with other banks. 

462.5. Mr. Lamond : In regard to these trade bills, you say the bank 
charges are too high?—^My complaint is that they are not only high but 
the banks are also not canvassing for the same. There are not enough 
branches of the Imperial Bank to do this business. 

4626. We have over 160 branches all over India.—But that is not enough 
for such a big country like India. 

4627. Chairman: So one of the difficulties in the way is the fewness 
of the branch banks in India. And that is precisely the reason why I 
put to you the question because we have been told by other witnesses that 
there is no need for further branch banking in this country. 

4628. Dr. Hyder: In regard to this canvassing is it your view that the 
banks ought to have shown a little more enterprise?—Yes. 

4629. If there are no obstacles in the way, what do you think can be 
•done to introduce and develop the system? I note your first point is that 
at present there is no co-ordination between the existing banks and the 
traders?—Yes. 

4630. Even if that co-ordination could be secured, you do not think 
it will be wholly successful?—Two things should be done. Firstly, there 
should be a clearing house for hundis in ail provincial capitals and secondly, 
branch banking should be further extended. 

4631. You state that if better banking facilities are made available 
to up-country knerchants tc enable them to send their cotton to Ahmeda- 
bad for sale, Ahmcdabad would become a big centre for ready cotton.: 
Will you kindly tell us if any attempts were made to secure banking 
facilities for this object and "whether there was no response from the 
banks?—That is so again. There again it is a question of co-ordination. 
Ahmedabad is a very big centre which consumes about 4^ lakhs of cotton 
bales. Most of the cotton that is purchased now is through middlemen 
to whom commission has to be paid and then these middlemen have to 
pay commission to the up-country people, which ultimately reduces the 
profits of the growers. If banks were prepared to afford facilities by 
opening a warehouse and let the people know that they are prepared to 
advance up to 75 or 80 per cent, of the value of the goods lodged with 
them, then naturallv a market will be created in Ahmcdabad and then 
it wili be to the ultimate benefit of the grower as well as to the mill concern. 
The benefit to the mill concern will be that instead of knocking about from 
place to place for its requirements it will readily be able to purchase the 
quality it requires from the warehouse. 

4632. Mr. Lamond : Are there possibilities of having godowns in 
Ahmedabad?—Yes, there are private places which could be hired by banks. 

4633. Mr. Lamond: How many bales could the godowns hold?—They 
could hold about 20,000 bales. 

4634. As a Imatter of fact the main difficulty we found m Ahmedabad 
vas that people were not willing to pledge their s"tocks in the warehouses?-— 
It is not the big merchants and dealers who will deposit tneir stock in 
the warehouse, but small traders will not hesitate to do so. 
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4635. How many bales you think these small traders will have?—They 
■may have 50 to 100 bales of cotton each. 

4636. Seth Haji Abdoola Haroon: Whom are you referring to, the 
■amaller traders or the cultivators who w'ill store their produce in the ware¬ 
house?—Some cultivators who are fairly well otf may also do so like other 
traders. 

4637. Mr. Devadhar: Can you tell us what proportion of the cotton 
which is consumed in Ahmedabad itself by the mills is produced in the 
Ahmedabad District?—About 75 to 80 per cent. 

4638. Could you tell us how the mills collect the cotton?—Some 
farmers who are fairly well off sell it direct to the mills, others who are not 
'so well ofif sell it to the sow'car who finances him and as the latter is short 
of finance, he in his turn sells it through the town shroff who finances him. 

4639. Do not the mills advance monies to these growers themselves?— 
No such practice exists. 

4640. Does the small agriculturist try to collect his requirements of 
finance through co-operative societies?—You know that co-operative socie¬ 
ties are very unpopular in my district. 

4641. Dr. Hyder: Why is it so?—I do not know what it is due to, I 
■know that during the floods in 1926-27 Mr. Devadhar tried to advance 
taoney as relief to the sufferers on a co-operative basis, but the people 
■refused to accept such loans. 

4642. Mr. Dctadhar: Do you think it would be advantageous to the 
small farmer to market his crops on a co-operative scale?—Yes. It has 
succeeded in Surat, because the condition of farmers and agriculturists 
in Surat is fairly good. 

4643. Do you consider that there is scope lor primary marketing?— 
Yes. 

4644. And for that purpose do you think the co-operative organ'Isation 
for the purpose of marketing would succeed?—That I aim unable lo say 
owing to lack of co-operative knowledge. 

4645. Mr. Ramdas Pantulu: You spoke of the three different agencies 
through which cotton is purchased and sold. Which of these three would" 
•be most advantageous from the cultivator’s point of view?—Decidedly 
when he markets his goods himself. 

4646. Are there local market centres in and about Ahmedabad?—Of 
course there are possibilities, but the difficulty is mainly one of finance. 

4647. Mr. Manu Subedar: With regard to the price which the culti¬ 
vator is actually able to receive, do you not consider that the main factor 
is competition amongst the purchasers?—Yes. 

4648. Is there adequate competition at present amongst the mill- 
owners now in purchasing cotton?—The competition is naturally restricted 
at present. 

4649. Because there are only a few buyers and they in (most cases 
■combine against the sellers. Is that so?—I cannot say. 

4650. But do you think that the range of competition will be .greater 
if there had been a warehouse where the stock could be collected and sold 
at will?—Yes- 
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4651. By BO doing you think the mill-owners will not be able to fona 
A ring round the cultivators?—That is so, but the cultivator will not get 
a better price for his cotton. 

4652. Chairman.: Will not this arrangement itself conduce to the estab¬ 
lishment of a ring against the sellers?—I do not think it will. Because 
if the Ahmedabad mill-owner will not purchase the cotton, the cotton can 
easily be sent to Bolmbay where there are any number of purchasers. After 
all the cultivator is not losing in the transaction, for Ahmedabad is only 
on the way to Bombay. 

4653. You state that the charges for remittance are very heavy, and. 
that these can only be remedied by the expansion of banking and inter¬ 
banking competition. Will you kindly tell us what charges the merchants- 
in Ahmedabad have to pay and whether there is no competition between, 
the local banks in this business?—There is no cdmpetition. (Banks 
generally approach the Imperial Bank and they come to an understanding 
amongst themselves and fix a rate which has to be paid. 

4654. Do you mean to say that there is a ring amongst banks in regard 
to this?—I do not say there is a ring but all that I toean to convey is that 
they do come to an understanding by which the Imperial Bank would not 
sell to ordinary merchants or mill-owners at the same rate as they would 
sell to the banks in general and therefore the mills have naturally got 
pay a higher rate. 

4655. And the Bank of India have naturally to follow the foot-steps 
of the Imperial Bank?—Yes. 

4656. Mr. Lamond: Are you aware that so far as the Imperial Bank 
of India is concerned there are scheduled rates fixed in regard to this ?— 
Yes, I know. 

4657. Then what is your complaint?—I don’t make any complaint at 
all, but I am only mentioning facts. 

4658. Chairman: You state that licenced warehouses would assist the 
trade greatly and you suggest that Government should take the initiative 
in the matter and guarantee the payment of interest. May I take it that 
you refer to the interest on the money required for the building of the 
warehouse ?—Yes. 

4659. Can you tell us whether you expect that such warehouses would 
be self-supporting within a short time after their establishment? — It is a 
big prophecy to make. Until some experience has been gained wo cannot 
for certain say in regard to this whether they would be self-supporting. 
I am a member of the Central Cotton Cdmmittee and my knowledge is 
that they have succeeded very well in Egypt and our Committee have 
recommended to the Government the advisability of having such ware¬ 
houses. 

4660. Mr. Khaifan: Do you think an experilment can be made by 
hiring the existing warehouses?—Certainly. 

4661. Mr. Devadhar: I do not think that there is any public spirit lack¬ 
ing in your district among co-operators for making an attempt in this 
direction and making it a success?—Unless there is a well defined and well 
thought out programme like that of the Congress in the present day and 
unless there is discipline, I do not think the co-operative movetaient will 
succeed. What I mean to imply is that unless the co-operative movement 
is able to gather round it such public-spirited members of the public a» 



the Congress is able to do, I am afraid, the co-operative movement will not 
thrive. 

4662. Chairman: You also favour the establishment of industrial banks 
under the control, and with the add, of the State. Do you consider want 
of sufficient capital to be the principal difficulty in the way of starting new 
industries?—Want of sufficient capital together with the present policy 
of Government. 

4663. Therefore, if there is no immediate possibility of a change in the 
policy of Government, would you still desire the industries to be helped 
through the Industrial Bank?—I think this Committee can dictate to the 
Government in the matter of policy regarding the estabiishment of new 
industries. Our impression is that this Cominittea has been appointed with 
a view to affording facilities for trade, commerce and industry, particularly 
keeping in view the interests of the grower. 

4664. But my point is that if there is not going to be any change in 
the policy of Government to which you refer, would it still be desirable 
to provide facilities for sufficient capital?—Yes, but how can there be 
developm-Mit of banking without industrial development? 

466.5. Chairman: Development of banking is not dependent per se on 
development of industries. Even if there were tc be no further develop¬ 
ment of industries in the country, there would be industries already existing 
in the country', there is, for instance, the foreign trade and internal trade 
which would require banking facilities. Even under the present policy 
of Government new industries are growing up, but you think that this 
development is slow and you ascribe this slow development to a certain 
policy of Government. This Committee is not concerned with that aspect 
of the problem. What I want to know is whether any advantage v/ould 
be gained by providing better facilities for capital even if the present policy 
of Government were not changed for some time—Certainly. 

4666. Mr. Ramdas Pantulu : The success of an industrial bank, you 
will agree, would depend upon the facilities to develop industry. If there 
is no such atmosphere for the development of industry, the development 
of industry would in your opinion be very problematical. Under the pre¬ 
sent conditions do you think that the scope for industries is very limited?— 
That is so. The view of my Association is that in India there is hardly 
any industry at the moment worth speaking of except cotton, jute and 
coal, but they believe that a number of industries will spring up if Govern¬ 
ment change their present fiscal policy. 

4667. In w'hat way?—By giving protection to industries. 

4668. I knew this was at the back of your mind all along, but this is 
a question which even a democratic form of Government with a democratic 
Assembly will not be able to decide bo easily. In any case it is outside 
the purview of this Cdmmittee and so I would not pursue it further. But 
supposing the policy of Government in regard to protection does not 
change, would you still advocate the provision of better facilities?—Ger- 
tainly. The view of my Association is that if banking facilities were 
forthcoming, industries would certainly flourish. But in order to get 
them o.Btablished on a proper footing, it would be helpful if the fiscal policy 
of the Government were changed. 

4669. Will you tell us what form in your opinion the State aid should 
take?—The State should guarantee a particular amount of interest on the 
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amount of the subscribed capital, and when a Central Bank is established, 
it should cotne forward to discount the bills of the Industrial Bank, dis 
counting only such bills as may be maturing within a short period, say, a 
year or two, so that the difficulty of the central organisation in not dis¬ 
counting because of the Industrial bank’s debentures being for a long 
period, may be overcome. 

4670. You say that Government should guarantee interest on the share 
capital. Will this guarantee be for a period of years or will it be a perma¬ 
nent one?—For a period of years only. 

4671. How many years?—Say, ten to fifteen. 

4672. Mr. Khaitan: Would you have any objection if the Industrial 
Bank sold those debentures in the market?—No. 

4673. Supposing the Industrial Bank instead of selling those debentures 
which have the security of one particular industrial concern only issued 
its own debentures, would you have any objection?—No. 

4674. Therefore, in your opinion the Industrial Bank should have power 
to get capital subscribed through shares, to sell debentures in the market, 
etc. ?—Yes, and if it finds it necessary to get further funds, then it must 
be possible for it to get those debentures discounted by the Central Bank 
when those debentures are falling due within a year or two. 

4675. So in your opinion the period of usance should be one or two 
years?—Yes. 

4676. There is another method about which I want your view. Do 
you propose that the Industrial Bank may have facilities for working 
capital in addition to block capital ?—There would be no harm, but indi¬ 
vidual cases should be examined by the Board. 

4677. Have you any objection if the Industrial Bank took term or 
time deposits from the public, say, for three months, six months, one 
year or two years?—I am afraid I cannot express a definite opinion on 
that subject. 

4678. Mr. Eamdas Pantulu: Some witnesses have suggested that the 
Industrial Bank might float debentures for the supply of working cap’tal 
to industrial concerns and that it would help the concerns considerably if 
Government guaranteed the payment of interest. Are you in favour of 
that view?—I am not in favour of issuing debentures for the working 
capital. 

4679. Are you in favour of giving 4 or 5 years’ loans?—The Board of 
the Industrial Bank should be sufficiently capable of dealing with such 
questions. I do not think it will be desirable to put down the limit in the 
constitution of the bank. 

4680. Chairman : Am I correct in assuming that your intention is that the 
resources of your proposed bank should consist of its share capital, that 
the interest on those shares should be guaranteed by Government for a 
period of 10 to 15 years and that the debentures which it issues in the 
market and in regard to which there will be no guaranteeing of interest by 
Government should be discounted with the Central Reserve Bank?—That 
is so. Sir. 

4681. Will there be any restrictions with reizard to loans to any parti¬ 
cular concern Md the nature of the security?—The loan should not exceed 
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one-third of the block account, and the security should be the block 
account. 

4682. Mr. Devadhar: Will your proposed Industrial Bank assist a new 
industry if one is started?—There ought to be an expert on the board of 
the industrial bank who should be able to advise whether it is safe to 
help a particular industry. 

4683. To what extent should the bank advance money and on what 
security?—That I should leave to the Board of Directors; you might put 
down 5 or 10 lakhs as the limit. 

4684. Chairman: Now, you are a businessman; do you really think that 
5 or 10 lakhs would be enough for any industry ?—I am not referring to 
big industries such as, for instance, the Steel Industry which requires 
several crores. Our idea is that if the industrial bank were to start many 
small industries, it would help the coimtry much better than if it assisted 
big industries. 

4685. Therefore, you would confine your assistance to small industries 
and you would not grant more than 10 lakhs to any individual concern, 
to be given only when the bank authorities considered that the security 
was tangible. 

4686. Mr. Khaitan: Is it your idea that the Industrial Bank should, 
provided other conditions are satisfied, advance the whole of the money 
required by the industry or would you insist that the promoters of thle 
industry should find a certain proportion of the capital required?— 
Certainly. 

4687. Would you in that case provide that the Industrial Bank should 
assist to the extent of one-third of the capital?—In the ' case of new 
industries, two-thirds should be found by the industrial bank and one-third 
contributed by the promoters. 

4688. Mr. Devadhar: In your scheme of the industrial development oi. 
the country, where will you accommodate cottage industries?—My whole 
point is that small industries should be started, helped and encouraged 
rather than big industries. 

4689. Do you think that industries requiring 5 or 10 lakhs are small 
industries?—I said up to 10 lakhs. 

4690. Chairman: Is it your intention that the industrial bank should be 
a provincial bank ?—No, it should be an All-India Industrial Bank. 

4691. Let us assume that you have an all-India bank which raises 
5 crores of rupees by share capital and which gets a couple of crores frond 
Ahmedabad. You have no objection to this sum being used for starting 
some industries, say, in the Madras Presidency? But once these concerns 
manufacture products, you would object to money being transferred from 
Ahmedabad to, say, Coimbatore for the movement of finished articles to 
the place where they may be required for sale. Is that your proposition?— 
No. If the capital of the industrial bank is subscribed by Ahmedabad, it 
does so on its own merits, while the case of banks taking deposits side by 
side with mills stands on a different ground altogether. Take the case of 
jute mills in Calcutta; they are giving a very good return on the invest¬ 
ment of shares. Ahmedabad has invested something like a crore of rupees 
m jute, because the return which investors get is much better than that 
w’hich they would have got by investing their money in Ahmedabad. No 



602 


one could take the least objection to such a proposition and therefore I 
have not the least hesitation in saying that if monies are drained away in 
the subscription of the industrial bank there could not be any legitimate 
ground for complaint. The mills take deposits at a particular rate, the 
banks come in and take deposits at a particular rate, only instead of helping 
the local industry, they take away the money. 

4692. Did I understand you correctly to say that large sums of money 
are being invested by people in Ahmcdabad in jute mills in Bengal?— 
About three years back, when people in Ahmedabad found that the returns 
they could get from the jute mills share dividends were higher than what 
they were getting from the cotton mills, they sold off their holdings in 
the cotton mills and invested in the jute mills. It is a recent development. 

4693. That is done by the people themselves out of their own volition 
and not by the banks through deposits which they receive from the 
public.—That is so. 

4694. That makes it difficult for me to reconcile the answers which you 
previously gave in reply to a question from Mr. Devadhar. The capitalists 
in Ahmedabad are investing money in the jute mills in Calcutta and not 
investing that money for the development of industries in Ahmedabad 
itself, though you told us a little while ago that there was great demand 
for fresh capital for the development of new industries in Ahmedabad.— 
Such things will always happen; when economic forces are working, nobody 
can stop them. 

4695. Therefore, when you talk about the action of banks, the real 
point is that it is the economic force. If a particular investor wants to 
invest his money in a concern outside Ahmedabad, or for the matter of 
that deposit in a bank, nothing can stop him from exercising his discretion 
in the matter?—That is so, but so far as the deposits are concerned, the 
investment is the same, but here it is different. There are different 
classes of investors, one class who will always invest Their money in deposits, 
another who will take risk in investing money in industrial concerns, and 
a third class who will always invest in Government securities. 

4696. Still the fact remains that this particular class of people are 
depositing their money in banks, and some other class in Ahmedabad are 
investing their money in jute mills in Calcutta and in both cases they do 
it in preference to investing their money in new industries in Ahmedabad.— 
Yes. 

4697. That depends on their personal inclinations in the matter?— 
That is so. 

4698. This transfer of capital from Ahmedabad cannot in any case be 
put at the door of the banks? 

4699. Mr. Devadhar: My question was why this money should not be 
available for the extension of the development of industries.—In almost all 
new industries the return on capital is always very small in the beginning 
and if there are no chances of investing outside tbe district or town where 
there are facilities to do so, nobody will go and invest outside. 

4700. In the initial stages they must always make some sacrinco or 
be content with a smaller return.—But you cannot expect the small 
investors to invest their money at a lower yield in local industries merely 
for starting them. 
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4701. Chairman-. I put it to you then that if circumstances are as you 
liavo told us, this idea of an industrial bank is going to lead to this; that 
the tax-payer as a whole has to find money for these new industries, people 
will not put their money in them, because they can get better return from 
some other industry. Therefore somebody else has to meet the loss and 
according to your scheme, the loss will fall on the tax-payer of the country 
in general?—Yes 

4702. Mr. Khaitan: Do you think that would be to the greater good 
of the country?—Quite so. 

4703. Dr. Hyder: Am I correct in assuming that you said in answer to 
the Chairman that you were for an all-India industrial bank?—Yes. 

4704. You also told him that you would like the industrial bank to 
finance new industries of small kinds to the extent of roughly five lakhs?— 
I meant to say that instead of investing very large blocks in one industry, 
the policy that should be followed by the industrial bank should be to 
■encourage the small industries as best as it could. That did not mean 
that they should restrict themselves merely to new or small industries. 

4705. In so far as you have the development of small industries in the 
various provinces of India at heart, do you not think it would perhaps be 
better to have independent units of such banks in each province?—The 
industrial bank will have to open out its branches in difierent centres. 

4706. Perhaps I have not made myself clear. You are really fd^ having 
a central industrial bank with branches in the provinces. I put to you the 
■other position, viz., whether independent provincial industrial banks would 
not be in a better position to know the extent of the industrial development 
available in a province and so be in a better position to finance the small 
industries together with other large industries?—I cannot say, because I 
feel that only a central bank can know the different conditions existing in 
different parts of the country. Take for instance the cotton industry. 
If it be merely a provincial industrial bank for Bombay, it may not know 
what chances it has for development in Madras or in the Punjab. If there 
he a central organisation, it may be able to take a proper all-India view 
and instead of trying to develop at one centre, it may develop in Madras 
or the Punjab and therefore it is very essential that it should be a central 
body and not a provincial one. A particular industry may be successful 
for the time being in a particular province, but that does not mean that 
it would be successful for all time to come as has happened in America. 
There are two centres in America, otie of which is affected seriously on 
account of competition from the other; the latter being in the cotton area 
has been able to manufacture and market its goods at a much cheaper price 
than the centre which is not so favourably situated. Even taking for 
instance the cotton industry which is an established industry in India, my 
view is that if it were to be developed in Madras or the Punjab, it will 
certainly bring down the Bombay industry, because it will get cotton at 
its door, cheap labour, marketing, etc., on the spot. 

4707. Would that not be a desirable development?—Exactly, it would 
be a desirable development and therefore it should be a central body, so 
that the strings of all the centres may be in one hand. 

4708. Chairman: When you first replied to Dr. Hyder, I thought that 
your main object was that the central body would be able to assess the 
possibilities in varlbus parts with -’le regard to the fact that there may not 
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be any competition among the banks at the various centres. Supposing- 
the opening of new cotton mills in the province of Madras or the province 
of Punjab has the effect of further depressing the cotton mill industry of 
Bombay or Ahmedabad, would that be a consideration for the central bank 
not to help the establishment of cotton mills in Madras and the Punjab?— 
No. 

4709. If that is so, 1 do not see the advantage of a central bank. 
According to what you say, the bank will be largely under State control, 
because it is the tax-payers’ money which comes into play largely in the 
operations of the bank. If there is a separate provincial bank at Madras, 
those in charge of that bank, including the people representing the Govern-, 
ment of Madras, would be able to say whether from the point of view of the 
mill itself it is a working proposition or not. They will not be so much guided- 
by ideas of competition of the mill at Bombay. On the other hand, if it 
were a central bank, the idea of preventing such competition is bound to 
loom large in the mind of the central bank. What would you say to that 
criticism?—The view to be taken by the central bank should, in my opinion, 
be to have industries established in particular centres for the greater good 
of the country. I do not suppose for a minute that the authorities of the 
bank would take a narrow view of provincial advancement in preference 
to the development of industries in centres where it is desirable and where 
it will be very economic to develop industries. 

4710. * In fact, how would the central bank apply what I may call a- 
corrective remedy? You probably know that under the constitution as 
it stands to-day the development of industries is a provincial subject. 
Therefore it is the provincial Government which will have a large say in 
the matter, but if the Central Government is to have a large say in the 
matter, the subject will have to be immediately brought under central 
control. Have you thought about that aspect of the question?—No. 

4711. Mr. Manu Suhedar: Do you know that in the cement industry, 
for some time there were more factories and the output was too much? 
Many more places were prospected than were ready necessary. If the 
industry had been an all-India concern, it would have seen to it that there 
was no waste. What is your view about it?—That has been my point, that 
if it is found desirable to develop a particular industry in a particular 
province, it should be done if it would be for the greater good of the country. 
Taking for instance the paper industry, if it is found desirable that this 
industry should be developed in the. Punjab instead of in Madras, it can 
onlv be a central body which can take that view and establish the industry 
in the Punjab instead of doing it at any other centre. 

4712. Chairman: Pursuing the question of over-production, will the 
position in any way be affected whether the industrial bank which offers 
assistance to the industry is in Madras or whether it is a central bank? 
Will not the bank in Madras, when it tries to assist the industry, itself 
take into account the question of over-production?—It would. 

4713. Then as a matter of fact there is no difficulty in the bank being 
a provincial one, whereas, as I have already pointed out, the creation of 
an all-India central bank may lead to other difficulties from the constitu¬ 
tional point of view, particularly as your main object is assistance in the 
creation of smaller industries, not so much the big industries like cotton, 
or iron. 



505 


47H. Afr. Ramdaa Pantulu: It seems to me that if there is an all- 
India industrial bank its stability will be better (insured than if the bank 
were a provincial one. her instance, if there be a provincial bank in 
Bombay and if there ia depression in the cotton industry, it is likelv to 
affect the industry seriously and its shares and debentures will depreciate 
in value. If it bo an all-India bank and if there is depression in one 
mdustry in a place (Ahmedabad may be prospering while Bombay is suffer¬ 
ing!, there are other industries like jute in Calcutta, leather in Madras, 
etc., and therefore the all-India bank is not likely to be affected to the same 
extent as a provincial bank might be. It might be able to sustain itself 
better because it will have all-Tndia resources and prospects of developing 
industries in various other provinces and the chances of its being affected 
by industrial depression would be smaller. What do you say to this?—I do 
not think your basis is a correct one. Even if it is a provincial bank, it i« 
n()t going to invest all its funds in a particular industry. It will be dis¬ 
tributing the funds among several industries. In this respect, the position 
of the bank will be the same, whether it is a central industrial bank or 
a provincial bank. 

471.5. In most provinces a particular industry predominates, e.g., the 
cotton industry in Bombav.—The industrial bank is not going to be estab¬ 
lished in order to holn an industry which is already established. 

4716. Chairman: The point made bv the witness is that the industrial 
bank is not intended to foster large industries like cotton, its main object 
being to develop the smaller industries. So the point which you raised 
does not arise. 

4717. Mr. Pamdaa Pnnt.nhi: Do you contemplate branches being 
“stoblisbed of the all-Tndia bank in provinces?—I do. 

4718. 'the constitutional difficulty does not appear to me to be real, 
because each provincial Government can contribute its own quota under 
the State Aid to Industries Act or some other provision to the particular 
industries in its own province through the branch of the industrial bank 
operating there.—I have not considered that point of view. 

4719. Chairman: Tlie bank which the Millowncrs’ Association con¬ 
templates would be largely a bank which will have to depend on the tax¬ 
payer and if it is the central tax-payer, the control should pass into the 
Centra’ Government’s hands, which will be responsible for the bank and 
for the grant of a subsidy at the expense of the tax-payer. 

4720. Mr. Pamelas Pantulu : There will be no impediment in the way 
of provincial Governments making an advance from their reserves for the 
development of small industries through the branch of the all-India bank 
in the province. 

4721. Chairman: The provincial Government may certainly place at 
the disposal of the bank a certain sum of money, but accorcling to the 
proposals put forward, it is tlie central bank which will decide whether 
that money is to be spent in the province of Madras or in the province of 
Punjab. If the provincial Government is not definite about spending the 
money in its own province, T have no doubt that the Legislature will 
object to voting the grant. 

4722. Mr. Pamelas Pantulu : May I know whether there is any statutory 
impediment for the provincial Government earmarking the money to he 
spent on the industries in the province? 
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4723. Chairman: That would clash with the scheme put forward. 
Supposing it is intended to start a match factory in Madras and even if 
the Madras Government were to say that they would make two or three 
lakhs available for the purpose, it would be the central bank to decide 
whether it would be profitable from the all-India point of view to start the 
factory in the Madras Province or in the Punjab. That being so, and if 
they decide to start it in the Punjab, once the money is handed over to 
the central bank, obviously it would be used for development in the Punjab. 

4724. Mr. Ramdas Pantulu: Are there not supplementary sources of 
grants available for provincial Governments?—I do not see any inconsis¬ 
tency in it. 

4725. Chairman: There is no inconsistency, but there is no control 
by the central bank. Supposing a province says that a particular industry 
is to be started at a place in that province and the central bank finds 
that it is better to start it in another province, the industry will be started 
in the other province. Once they relax the control, it cuts at the root 
of the central idea. It only comes to this, that there should be provincial 
banks which would establish industries in a province from money which the 
Government of the province provides and the central industrial bank can 
thereafter provide industries in any other province with the help of the 
money which the Central Government gives. That will bring in further 
complication, viz., that certain industries will have to be centralised, while 
■certain others of the same type will remain provincial. 

4726. Mr. Devadhar: In discussing the evolution of the industrial bank, 
have you ever thought of bringing about a federated institution?—We have 
not considered it. 

4727. Mr. Khaitan: In advocating a central bank you considered 
that industries of a certain character, e.g., oil, sugar and cotton, are not 
confined to one province, but that they are capable of being developed in 
various provinces? According to your suggestion it will be necessary for 
the industrial bank from time to time to have expert knowledge about 
the conditions of various industries and of the details required for particular 
industries. Would it not be costlier for a provincial bank to maintain 
expert advisers in respect of each particular industry than for the central 
bank, having that expert knowledge under its control, to give it to each 
province when required?—I think it desirable to call upon expert advice 
whenever and wherever it is necessary, instead of maintaining a per¬ 
manent staff which would be too costly, e.g., if the sugar industry is to 
be started in a certain province, an export may bo employed for a certain 
period on a certain honorarium. 

4728. You have already admitted that it would be desirable for the 
industrial bank to sell debentures. It provincial banks are started (.aeh, 
say, with a capital of Rs. 20, Rs. 25, or Rs. 50 lakhs, would not the 
oxtent to which they would sell debentures be much smaller than if they 
were sold by a much bigger central bank?—Yes. 

4729. Do you not think that the amount of debentures which the 
industrial bank would be able to sell would have some, reference to the 
amount of capital and reserve of the central bank? If the industrial bank 
has a capital, say, of 3 crorcs and a reserve of 2 crores-, that will be taken 
by the buyer of debentures issued by the central bank as a margin of safety. 
Therefore if the Central Bank has 50 crores, it will have greater solidarity 
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behind it and be able to sell debentures at a much cheaper rate and advance 
money at a cheaper rate, which will mean better facilities for industrial 
concerns?—That is so. As a matter of fatit, my Association has only con¬ 
templated a central organisation in respect of the industrial bank and not 
a provincial bank. 

4730. Mr. Manu Subedar: The object of the industrial bank is expansion 
of industries?—That is so. 

4731. And not displacement?—Certainly not. 

4732. That is to say, if there was a provincial bank working in the 
Bombay Presidency and if it found it profitable to have a couple of jute 
mills established in Bombay when a couple of jute mills were closed down 
in Calcutta, you would not say there is no advantage?—No. 

4733. You would, therefore, favour a central organisation?—^Yes. I 
want to make one thing ctear. Our idea has not been merely to restrict 
the activities of the industrial bank to the starting of small industries. 
Our idea is that industrial banks should also undertake to assist the indus¬ 
tries which have been established if funds are sufficient and if the Board 
of Directors of the central bank finds the security to be satisfactory. 

4734. Chairman: But it is not your intention that the industrial bank 
which you contemplate should help in the starting of large industries in 
new concerns?—No. 

4735. You stated that it was not your intention that the central bank 
should Itself maintain experts and that when it wanted expert assistance 
it will get it from outside by giving fees. Where does the saving of expendi¬ 
ture come in? If a provincial bank similarly wanted to explore whether 
the establishment of a match factory, say in Coimbatore, was going to be 
advantageous or not, it might call in an outside expert and give him an 
honorarium. Whether the central bank does it, or the provincial bank does 
it there will be no difference in expense?—I submit that the difference will 
be in this way; if provincial industrial banks were to be established, different 
rates of fees will have to be paid, because conditions obtaining in different 
provinces are not the same. 

4736. Mr. Khaitan: Is it not cheaper for a bank to get expert advice if 
it requires that advice very frequently?—If it requires it constantly, it will 
have to engage an expert on its staff. 

4737. Suppose the central industrial bank requires advice, say, in regard 
to the sugar industry. If it requires such kind of advice, say 6 times in 
the year, would it not be able to obtain that ad^ice at a much cheaper 
rate than a provincial bank which may not require such advice more than 
once in two or three years?—That contingency will not arise, because it is 
not possible that on a particular industry any provincial or central organi¬ 
sation will require the services of an expert half a dozen times. It will only 
be required in the initial stages, the industry beiiig left to the promoter 
thereafter to be run. 

4738. I did not mean that such advice would be required in respect of 
one concern only. Suppose there is a central bank and the promoter of 
the sugar industry in Bombay once requires ass’stance from the bank. 
Then the promoter of a sugar mill in the United Provinces requires assist¬ 
ance, then a sugar mill in Bihar applies for the assistance. In thig way 
the central bank will be called upon to give advice more frequently and 
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therefore it can obtain it at cheaper terms than a provincial bank which 
may require such advice verj' rarely in respect of the same kind of 
industry.—^Yes. 

4739. Chairman: You know conditions in India are very varied and 
divergent. Supposing for such expert advice you appoint a man and let 
UB assume he knows the conditions of only his province. If he is sent 
to another province and after going there, without knowing the local condi¬ 
tions he rules out a sugar factory, what will happen when the organisers 
make a hue and cry?—After all experts are experts and their views should 
be considered as final. 

4740. For that matter, the Bombay Banking Comrhittee has suggested 
that this Committee should formulate a scheme tor starting an indusl.rial 
hank for the province with branches where necessary, jbhe larger industries 
being financed by the proposed industrial bajik and the smaller by its 
branches. Dr. Ilyder quoted the other day a statement from the BihaT 
Eeport where the people are even said to accuse the; Imperial Bank for 
partiality in regard to this matter. 

4741. Now, then, with regard to the issue of debefitures you say that 
if debentures are issued by provincial banks they will Have to pay a higher 
rate of interest than it would bo the case if it had been an all-India bank. 

I might quote an example. If people in Madras know that if particular 
debentures sold there were to be utilised for development of industries inr 
Bihar, it would not be attractive to them at all. Do you not think so?— 
I do not say it will be very attractive. 

4742. However, I will leave your suggestion at that as you say that 
your Association have not fully considered this question looking at from- 
all points of view?—^That is so. 

4743. But supposing you had an all-India Industrial Bank, would you 
tell us what should, in your opinion, b'e the initial capital of the bank?— 
Es. 3 to 5 crores. 

4744. And this amount you say would be required to finance the exist¬ 
ing industries and for the establishment of small industries?—Yes. 

4745 . You state that as the exchange banks have practically the mono¬ 
poly of foreign trade, they charge arbitrary rates of interest and exchange 
charges for negotiating drafts to and from India. Will you kindly explain 
what rates of interest you refer to and will you also kindly indicate Buj 
arbitrary character of the exchange charges?—As far as the rate of interest 
is concerned they used to charge 7 per cent, although they have recently 
reduced the rate to 6 per cent. When a bill is drawn from London on a 
Bombay Company the rate at which we have got to pay will be about 
Is. 5ld. If we were to purchase the exchange and pay it inio the 
bank, we may be able to do it at Is. fid. That is what often happens. 
At least there is a difference of 1/16 to 1/8. It may not be so at the 
present moment, but I am quite prepared to give specific instances where 
this difference has been charged by the exchange banks. 

4746. Mr. BucMey : As for myself, to tell you honestly, I am sorry I 
am unable to follow' your line of argument. I shall be thankful if yc.u 
will kindly furnish us a list of specific instances to which you refer. 

4747. Chairman : Would there be any difficulty for your Association to 
communicate to us confidentially, as other witnesses have done, a list 
giving specific instances to which you refer, so that we can pursue the 
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matter confidentially with the proper quarters?—Yes, we shall be glad to 
do so. 

4748. You further state that when the discount rates of interest of the 
Bank of England may be very low, the rate of interest charged by ex¬ 
change banks on drafts continues to be high, usually 7 per cent. We have 
teen told that the usual rate is 6 per cent. Is that not your experience? 
Do you consider a uniform rate of 6 per cent, to be excessive?—As I staled 
7 per cent, was in vogue. I do not know how long it was in vogue but 
a few months back it has been put down to 6 per cent. When the Bank 
of England rate was 6 per cent, drafts were negotiated at 7 per cent, 
interest. 

4749. Mr. Buckley: I am sure you must have been misinformed in 
regard to this.—I can say that is my own experience. My own firm has 
paid at that rate. 

4750. Will you kindly let us have details about this instance as well?— 
Yes, I shall send it on. 

4751. Mr. Sarkar: Is it your point that foreign English export firm will 
■be able to take a loan from an English bank at 4 or 5 per cent., interest, 
while an Indian will have to pay 6 or 7 per cent. ?—Yes, that is so. 

4752. Chairman: But that discrimination only holds good in tne case 
of firms having London offices who can get money from the Bank of 
England. Is that not so?—Most of the exporting firms from England take 
a loan from the English banks at cheaper rates, but here in this country, 
same of us on whom the English firms draw the drafts, are called upon 
to pay a higher rate of interest. 

4753. In this matter do the exchange banks make any discrimination 
between their English customers and Indian customers?—If a draft is 
drawn then there would not be any difference in the treatment, but the 
difference comes in if the English house take a loan and then send out 
the goods to England, because it will be cheaper for them then. 

4754. You state that you are in favour of licensing foreign banks. Have 
you any suggestions to make with regard to the regulations that should be 
prescribed for governing the operations of such banks?—My Association is 
in favour of licensing foreign banks. They should be called upon to have 
an Indian directorate in India, their balance sheets should be published in 
India in terms of rupees, there should be a restriction on their obtaining 
deposits from India and they should be asked to bring in money from 
abroad for their trade in India. 

4755. You say that they should have a Board of Indian directors in 
India. Are you referring to an'Advisory Board?—I would not mind even 
if it is an Advisory Board. 

4756. Then as regards restrictions on their deposits. What sort of 
restrictions do you want to impose on them?—Looking to their turnover 
in India I understand that they are able to attract about 70 to 75 crores of 
rupees from this country. Out of this amount hardly 10 per cent, must be 
going to assist India’s trade and industries as such. Most of Ihe money 
they use in the financing of foreign trade which is mostly in the hands of 
foreigners. I want that they should be asked to finance the foreign trade 
if they cared with their own money and not with the money which they 
arc‘ able to attract from this country in the form of deposits. 

4757. You said a little while ago that the question of depositing one’s 
money rests on the choice of the person who wants to deposit. That being 
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BO, you now say that some restriction should be placed on the foreiga 
banks accepting deposits in this country. Would you therefore by legis¬ 
lation take away the inherent right from an individual in regard to his 
right of depositing his money in any bank he likes?—Yes, in order to make 
India self-supporting certain restrictions have to be placed on various 
classes of people. 

4758. As matters stand at present India’s foreign trade is mostly in the 
hands of foreigners. Then how would you provide for the financing of that 
portion of India’s trade?—Well, the banks must bo able to find their 
resources from outside the country if they wish to continue their foreign 
operations in this country. 

4759. Therefore, your view is that if these restrictions were imposed 
on these people, they will bring in foreign capital for the purpose of financ¬ 
ing that part of India’s export trade which is now in the hands of non- 
Indians?—Yes. My point is that if the foreign banks are prohibitfii from 
taking deposits in this country that money will go to the improveirtenc of 
the trade, industry, and commerce of this country. 

4760. After placing the restriction of Indian depositors as regards de¬ 
positing their funds in foreign banks, you would give a free choice to these 
people to invest their money in other Indian banks or allow it to go into 
hoards. Is that so?—I am confident that the money will not go into 
hoards. Those who deposit their money with the exchange banks at present 
do so only with a view to earning at least some interest. 

4761. Mr. Manu Subedar : Is it your intention that the foreign banks 
operating in this country should keep separate accounts of their operations- 
iii this country and should publish their balance sheets so far as their 
operations in this country are concerned?—That is my view. 

4762. You know these foreign banks have branches in several parts of 
the world and the assets and liabilities of all their branches are clubbed 
together in arriving at their balance sheet. Supposing a crash occurred, 
as it did in the case of a Japanese bank a few years ago as a result of 
which most of the Indian 'depositors suffered, do you not think that even 
if you provide for a separate balance sheet being published in India, it 
will prove to be of no avail in protecting the interests of Indian depositors?— 
In their balance sheet which they publish in this country, I take it that 
they will publish their total subscribed capital and their reserve fund as 
well to enable the Indian depositors to assess their worth. 

4763. Would you then give freedom to a company, which is registered 
in India with rupee capital with Indian shareholders, to accept deposits 
in this country and do all banking business including exchange business?— 
Yes, they can very well do so if they are registered under the Indian Com¬ 
panies Act. 

4764. Chairman: Would you also restrict the Indians from purchasing 
foreign securities?—I would not. 

4765. Therefore, can you tell me why you propose to prevent him by 
law from depositing his money in exchange banks when you propose to place 
no restriction on his investments in foreign securities?—The deposits which 
he makes in foreign banks are only for short periods while an investment 
in securities is in the nature of a permanent investment. 

4766. You state that the prospects in India for Indian boys qualified and 
trained in banking are very poor at present. There are the Imperial Bank 
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with its branches and several joint stock banks and their branches. Would 
they not afford sufficient prospects for qualified Indian youths?—They do 
not do so at present. 

4767. Do you mean to say that even Indian joint stock banks do not. 
do so?—After all, there are only very few banks in India and there are a 
very large number of youths in this country. Unless banking is developed, 
the existing banks will be insufficient to provide adequate facilities. 

4768. The Imperial Bank of India is giving the facilities?—Yes. But 
unfortunately the position is this that Europeans being at the head of tho 
bank, the chances for advancement of Indians are very poor. 

4769. Are you referring to Indian joint stock banks or the Imperial 
Bank?—I am talking of both. What I say is that there should be efficiency 
bars put in the matter of promotion of officers. I understand at present 
promotions are merely guided by the length of service that an officer has put 
in. As for the Imperial Bank, the experiditure is top-heavy and this could 
be improved by Indianisation. 

4770. Mr. Lamond: Are you aware that out of 189 offices and sub¬ 
offices in the Imperial Bank 95 are in charge of Indians? 

4771. Chairman: If Indianisation is to be started you must admit that 
it must be a gradual process and cannot be done all of a sudden?—But ii 
should not be done at a snail’s pace. 

4772. If during the last ten years’ time the Imperial Bank has Tndianised 
nearly 50 per cent, of its officers, do you call it a snail’s pace?—What I say 
is that there should be a definite scheme when Indianisation will be com¬ 
pleted. 

4773. Mr. Lamond: You know it takes a long time to train up bank 
managers?—I should be satisfied if within the next ten years Indianisation 
is made complete. 

4774. Chairman ; Y'ou state that the cost of management can be reduced 
by Indianisation. I suppose you refer to the cost of management of the 
Imperial Bank. Have you any information as regards the cost pf manage¬ 
ment of Indian joint stock banks and how it compares with the cost of the 
Imperial Bank?—I have no information regardiirg the comparative cost of 
the Indian joint stock banks and the Imperial Bank, but I do Imow that 
the cost of management is pretty high due to very high salaries that are 
paid to European officers. In certain cases Es. 5,000 and even Es. 6,009 
are paid to Bank managers per month. 

4775. Is it so only in the case of the Imperial Bank?—^No, it is the 
case with both Indian joint stock banks and the Imperial Bank. 

4776. And you know , that the same high salaries are paid ro Indian 
managers of Indian joint stock banks?—Yes, that is so. 

4777. Therefore, you admit that by pure Indianisation you will net be 
able to bring down the scale of salaries?—Why not? At present high 
salaries are paid simply because more qualified men are not available, but 
when more Indians are trained for responsible posts, the existing salariee 
can be cut down by one-half or even one-third. 

4778. Seth Haji Ahdoola Haroon: How is it that Indians and .Europeans 
are getting the same pay in the I. C. S.?—^India cannot afford to pay such 
high salaries as are paid now. If Indianisation proceeds apace, then it will 
automatically be able to reduce these high salaries very considerably. 
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4779. Chairman: You state that the rates of interest on advances can 
be reduced by discriminate and steady policy of Government borrowing; both 
in India and in England. Will you kindly explain how such a policy will 
bring down the rates of interest and will you also tell us whether in your 
opinion Government borrowing is the sole factor regulating the rates of 
interest in the money market?—^It is not the sole factor regulating the rote 
of interest in the money market; but our contention is that it is one of the 
main factors. 

4780. You state that the Imperial Bank of India has been of little or 
no use in financing the local industry. I presume you refer to the cotton 
mill industry in Ahmedabad?—^Yes. 

Am I to understand that none of the mills in Ahmedabad receives ad¬ 
vances from the bank for current expenses?—Very few. 

4781. Have there been many cases in which they approached the Im¬ 
perial Bank and were refused accommodation?—No. 

4782. Later, you state that the Imperial Bank should continue to re¬ 
ceive some assistance from Government in order to enable it to eontinue its 
work and increase the net work of branches in the country. I take it that 
yfou are one of those who believe that the effect of the policy of Government 
in having asked the Bank to open branches in different parts of the country 
has been to enable it to render an important service to the community 
and that you therefore propose an extension of such work. It ha.s been 
suggested that instead of allowing the Imperial Bank to open additional 
branches it should be asked to appoint indigenous shroffs as agents in places 
where the need of a branch is felt. Will you kindly give us your views 
on this proposal?—We are one of those who believe that the opening of 
the branches of the Imperial Bank at various centres, even though it may 
not have rendered very important service to the community, has been of 
some indirect advantage to the country. Therefore, in our opinion it will 
be desirable to extend the net-work of the branches of the Imperial Bank. 
There are certain centres where it has been found by the Imperial Bank 
that the opening of branches does not pay. In such cases appjinting in¬ 
digenous shroffs as agents will be helpful. 

4783. Mr. Devadhar: There are some people who think that Iho Im¬ 
perial Bank should not be given facilities for opening more branches'.’--We 
nre not, as I have already stated, one of those who advocate that policy. 

4784. Would you have any objection to the opening of branches of in¬ 
digenous banks where there arc no branches of the Imperial Bank?—They 
are at liberty to do that if they choose to do so. 

4785. If, in a place where there is already a branch of an indigenous 
bank or an Indian joint stock bank the Imperial Bank wish to open a branch, 
would you still insist on facilities being given to the Imperial Bank’s 
shroffs?—Yes, it will be helpful. Moreover, it has been our experience that 
what the Imperial Bank of India has been able to do in certain cases other 
joint stock banks have not been able to do. Therefore, we think, that it 
will be desirable to have branches or agents of the Imperial Bank, wherever 
it is possible to do so. 

4786. If a branch of an Indian joint stock bank or the provincial co¬ 
operative bank in a particular place is not able to do the wwk, do you think 
that a shroff as an agent of the Imperial Bank will be able to do it?—We 
think he will be able to do more and better work because of the strong 
support he will orvo from the Inmerinl Bank. 
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4787. Mr. Ramdaa Pantulu : It has been suggested to us that the de¬ 
velopment of indigenous joint stock banks by opening branches and extend¬ 
ing the business will practically become impossible if the Imperial Bank 
is allowed to open its branches in centres where, there are already well 
established and well organised joint stock banks, because the Imperial 
Bank’s resources are greater and it has cheaper money?—I do not think so; 
my experience has been that the joint stock banks have successfully conduc¬ 
ted their business side by side with the Imperial Bank. 

4788. If both the Imperial Bank and another joint stock bank have 
branches in the same place, can the joint stock bank branch stand the com¬ 
petition?—In my district of Ahmedabad at least our experience has been, 
that joint stock banks have been able to stand the competition very well; 
and in my knowledge, in other centres too they have flourished. 
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FIFTEENTH DAY 
11th September 1930. 

Present: 

Sir Bhupendra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. ( Chairman ):. 

Mr. D. P. Khaitan. Mr. W. Lamond. 

Mr. F. V. Edshfohth. Mr. E. W. Bdckley. 

Mr. Manu Sobedar. Mr. G. K. Devadhar, C.I.E. 

Sir Hugh Cocke, Kt. Choudhri Mukhtar Singh. 

Dr. L. K. Hyder. Mr. Nalini Eanjan Sarkar. 

Mr. V. Eamdas Pantolc. Seth Haji Abdoola Harook. 

Mr. V. K. Aravamudha Ayanoar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masani, M.A. (Joint Secretary). 

Eai Sahib Mihir Nath Eoy representative and Managing Director of 
the Blhax and Orissa Provincial Oo-operative Bank, Ltd., was examined. 

4789. Chairman: You state that there is no co-ordination amongst the 
various credit agencies including Government and no suitable links between 
the urban and rural agencies and between the urban and central money 
markets for agencies other than co-operative credit. Will you indicate a 
little more clearly the defects in the present arrangements and suggest how 
the co-ordination of the various agencies can be secured?—We have three 
different agencies, the provincial bank, the Imperial Bank and joint slock 
banks and the (village) mahajan. We think that all these three act in¬ 
dependently one of the other and there is no co-ordination among them 
such as would be desirable, and we claim co-operative credit, being the 
only organised system of rural credit, could co-ordinate the other agencies. 

Have you any suggestions as to how the co-ordination of the various 
agencies can be secured?—For instance something can be done in that 
direction if our "paper,” such as promissory notes which we receive from 
the Central Banks, is discounted by the Imperial Bank. That would 
greatly help the co-operative movement. 

4790. Apart from the Imperial B.ank on which the Government has goi 
a certain amount of control, you say it is not possible for Government to- 
take any action to secure better co-ordination among other agencies?— 
That is so at present. But we believe that if the Imperial Bank were to 
show us some consideration in the matter of discounting our paper, and 
give us other facilities, the other joint stock banks will also help us. A»- 
it is, as our Committee say, the part the Imperial Bank plays in financing 
the Agricultural section is insignificant. 

4791. If the Imperial Bank shows you certain favours, what if 'he 
precise nature of the advantage which this liberal treatment on the part 



of the Imperial Bank will confer on the co-operative movement?—Currencv 
will pass from one hand to the other much quicker, and bring more fluid 
resources at our command. 

4792. How will it help the development of the co-operative move¬ 
ment?—Take for instance agriculture which is the biggest trade so far 
as Bihar and Orissa is concerned. Unfortunately it is not reriiunerativo 
because of the want of fluidity of paper, fluidity such as other tradca 
enjoy. 

4793. You have got some class of paper which I believe is your pro¬ 
note. Supposing the Imperial Bank discounted your promissory notes, 
hew would that help the ryot in the matter either of production of his 
crops or in the matter of the movement of the produce?—I’he ryot would 
get money cheaper because of the fluidity of the paper. It would make 
a larger volume of currency available for the purpose. 

4794. Is there any dearth of money in the co-operative movement, say, 
in Bihar and Orissa at the present time? Have they not actually got 
surplus funds?—I do not think we in Bihar have got any surplus funds; 
there used to be formerly, but not now. 

4795. You say that the cash credit facilities given to the co-operative 
banks against demand promissory notes of co-operative banks are totally 
inadequate for an important industry like agriculture and that these facili¬ 
ties have been recently curtailed instead of being extended. Will you 
kindly tell us whether the limits originally sanctioned have been reduced 
because the sanctioned limits were not drawn upon?—^No, they have not 
been curtailed. The limits are already inadequate and if they are out 
down, wo will be greatly handicapped. Only three lakhs are allowed on 
promissory notes. 

4796. The total amount apparently allowed by the Imperial Bank in 
the case of Bihar and Orissa was firstly, a cash credit of 4 lakhs against 
guaranteed shares, secondly ^ cash credit of 3 lakhs against promissory 
notes of central banks and thirdly, an overdraft account of Es. 2,85,000.— 
Yes. 

4797. Mr. Lamond: With 5 percent, margin?—^Yes, on the securities- 
pledged. 

Chairman: Then they have only withdrawn the concession rate of half 
per cent, below the bank rate?—^Yes. 

4798. This withdrawal cannot in any way affect the resources at the 
disposal of the provincial co-operative banks.—To a certain extent, it does, 
for depending on this half a per cent., we have been allowing the guarantee 
shareholders half a per cent, on undrawn amounts, and we make this up 
by the amount we were getting from the Imperial Bank. Secondly, hoping 
that we could get 'money always at rates below the bank rate, we have 
been trying to put down our rates of interest to depositors. 

4799. This has not reduced the resources at your disposal. It may 
have reduced your profits and therefore it may have reduced your ability 
to reduce the rate of interest you charge on your advances. But there 
has been no curtailment in the amount of the accommodation which the 
Imperial Bank has been giving you and therefore no reduction in the 
reserves at your disposal. 

4800. Mr. Ramdaa Pantiilu: The point of the witness is that the 
existing arrangements are inadequate. 

2 I 2 
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4801. Chairman : .In what sense?—With the reserves we have, the Im¬ 
perial Bank ought to help us very much more; they are helping us onlv 
to the extent of 3 lakhs so far as promissory notes are concerned. Our 
reserves and paid up share capital are 10 lakhs; I make a difference 
between promissory notes and other accounts. There are 3 accounts, one 
on the guarantee shareholders for which we get 4 lakhs; we get only 3 lakhs 
on promissory notes of central banks which we pass on to the Imperial 
Bank with our endorsement, and the third against pledging our own 
G. P. notes. 

4802. You have not pledged G. P, notes in respect of the cash credit?— 
We have, i.e., Es. 2,85,000. 

4803. You think the Imperial Bank ought to make larger resources 
available to you?—Yes, so far as the paper from the Central Bank is 
concerned. 

4804. Mr. Devadhar: To what extent?—It might easily be anything 
from 10 to 20 lakhs. 

4805. Dr. Ryder: When you speak of guarantee shareholders, do you 
refer to the big magnates ?—Yes. 

4806. Are they joint shareholders?—^We call them guarantee share¬ 
holders, they are not shareholders in the ordinarv sense. 

4807. Do they come in from a sense of public duty?—^More or less, 
but it brings them some money too. On their paid up share capital of 5 
per cent, we pay a dividend of 6 per cent, and as regards the undrawn 
balance we pay them ^ per cent, commission. It is a sort of an insurance 
fee that we pay. 

4808. Mr. Lamond: Is this for fluid reserves?—^Yes. 

4809. Mr. Manu Subedar: You said that your reserves were 10 lakhs, 
what do you mean by reserves?—The share capital, and the reserves, are 
our own money. 

4810. So far as the co-operative movement as a whole is concerned, 
are you in a position to give security for all the resources of the movement 
to the Imperial Bank? You can only give security on your assets which 
I find from your balance sheet is 65 lakhs.—The Central banks give pro- 
knissory notes to us, we pass them on to the Imperial Bank; the Central 
banks are also in it. The whole constitutes a corporate body. 

4811. But they are not net reserves. Against your assets of 65 lakhs 
you have a liability of 53 lakhs. Therefore your net reserves, i.e., your 
own reserves which would be available to the Imperial Bank in case of 
need are not 65 lakhs. The ten lakhs which you mentioned was the working 
capital of the movement, portion of which was probably reckoned over 
twice?—We have primary societies with unlimited liability and about 200 
or 300 of these make up a central bank, i . e ., these are affiliated to the 
central bank. They purchase shares and we have about 65 or 67 central 
banks. Then at the top is the apex hank. All these are taken together 
as one whole. 

4812. But are not the funds reckoned over twice? The primary society 
regards funds which it has got in the central bank as its own. The central 
bank regards the advances given to the prfmary society also as its own 
funds and the cash it has with the provincial bank is also reckoned c ver. 

_afraid yes; but every one of the central banks have their own share 

capital and reserves, 
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4813. Could you explain to us how the deposits from members bea? 
such a small percentage?—That is one of the difficult questions which 
the co-operators have not yet been able to solve, because there is not that 
amount of habit of thrift among them as we wish to inculcate In the 
ordinary members. 

4814. Chairman: You state that the Jmargin between the rates at 
which the central banka borrow and lend is small and that the tendency, 
is towards further decrease in this margin. I find from your memorandum 
that the lending rate of the provincial bank has been maintained by the 
provincial bank at 6 per cent, for the last three years. Will you kindly 
tell us at what rate the central banks lend to tbe primary societies?—The 
weighted average will come to a little over 11 per cent. 

4815. What is the rate to cultivators?—It is between 12f and 15 per 
cent. 

4816. Do you think the margin of 6 to 9 per cent, a small one?—By 
no means, but they do not make that profit. Central Banks have many 
expenses, besides the manage'ment, to meet. 

4817. WiU you kindly give us some information regarding the ratea 
of dividend declared recently by your bank and some of the central oo- 
eperativo banks in your province?—So far as we are concerned, we pay 
a dividend of 6 per cent, plus a bonus of 2 per cent., i.e,, 8 per cent. 
The central banks give 6J to the ordinary society members who are share¬ 
holder and 9| to rhe “preference” shareholders. The ordinary share¬ 
holders are the primary societies who borrow, and the members of these 
societies also purchase shares in the primary banks. Tbe “Individual 
shareholders” are those individuals whose assistance is required as workers 
and they ere called preference shareholders. 

4818. You do not think you can reduce these rates of dividend and 
thereby reduce the gap between your borrowing rate and the rate which 
is ultimately charged to the agriculturist?—I do not think so personally.. 
My bank thinks they are not big dividends, compared with other banking 
institutions. 

4819. Mr. Bamdas Pantulu: About two years ago, I think your Provin¬ 
cial Co-operative Conference passed a resolution that you ought to reduce 
your lending rates. Have you given effect to it?—Yes, from 8 per cent, 
we have reduced the rate to 6 per cent. 

4820. Chairman : When you did that, did the central banks also Imak.e 
a corresponding reduction in the lending rate?—They have been trying, but 
they have not yet fully done it. 

4821. Mr. Devadhar: What is the current rate of interest which money¬ 
lenders charge to your members?—Anything between 22 to 36 per cent, 
and even 37J in some cases. Since the co-operative movement has come 
into existence, their rates are decreasing. 

4822. Would you not like to bring down the rates st'Tl further and 
taaake the credit more facile, so that there might be no inducement for 
further indebtedness. It is a charge levelled against us that we make 
money very cheap?—^We have not yet made it very cheap. 

4823. Even as it is, the co-operative movement has brought down the 
rates by nearly 50 per cent.—It has, in some cases. 

4824. Dr. Hyder: Are your rates higher in the Chota Nagpur, lower 
in North Bihar and still lower in South Bihar?—Yes. 
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4823. You do oot have the same uniform rate of lending to primary 
Societies ?—No. 

4826. Chairman ■. You say that the efforts made at the co-operative 
marketing of agricultural produce in j'our province are still very limited 
and you advocate the extension of co-operative sales. Have you seen 
the views of the B. and O. Banking Enquiry Committee on the subject as 
given in para. 131 of their report? Have you any oBservations to make in 
regard to their views?—We have seen the views referred to. Unfortunately, 
we have not got much data to go upon. If it is a fact that the middleman 
makes only one anna on the maund, certainly co-operative sales would 
not be of much value, but we differ from the B. and O. Com'mittee in 
this respect, considering that the middlemen are well-to-do people. 

4827. The Bihar and Orissa Committee say that there have in fact 
been only two experiments in co-operative marketing of any importance 
in recent years, and both of these have been disastrous failures.—Unfortu¬ 
nately it is so; but we have only been dealing so far in grains, and not 
on any stuff which is available in large quantities for export. 

4828. Some people have said that the present position of the Jute Sale 
Society in Bengal is due to its unbusiness-like methods.—Probably if wo 
had tried gur or sugar, which are exported largely from Bihar, we would 
be on stronger grounds; so far we have been dealing in grain which has 
a local market. 

4829. Have you seen the three reasons given by the B. and 0. Com¬ 
mittee for the success of co-operative sale societies? You have not com¬ 
mented on any of these reasons. Their recommendation is that ‘‘further 
experiments in them should not be taken in hand, unless and until tnero 
is a clear demand for them by producers themselves, after the dangers of 
sinking money in an attempt to compete with a well-organized system 
of marketing have been fully set forth before them.” The reasons given 
for this are, 

‘‘The success of these sale societies depends firstly on there being 
a margin between the lowest and highest price dur'ng the 
period for which the product can be stored, sufficient to cover 
warehousing, interest and management charges and still leave 
an attractive profit. 

Secondly, it depends on securing managers, who have the ability to 
judge accurately the course of prices and the character to 
resist and prevent speculation. 

Thirdly, the producers themselves must have a sense of loyalty to 
their sale society, strong enough to keep them from snatching 
chance opportunities of larger profits by selling elsewhere or 
from deserting the society on the first appearance of loss.” 

Have you anything to say on these three reasons?—They are certainly 
right. Unfortunately we have, in my opinion, followed the wrong principle 
up to now. If we had dealt with things which we could collect and export 
in large quantity,' e.g., gur, sugar, that is in commercial crops we 
would have succeeded. We do not export more than 6 per cent, outside 
the province food grains which is the only stuff we have dealt with so far. 

4830. Would not these three difficulties apply to those articles also?— 
They would, but' I Suggest that they are not insurmountable. 
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4831. You admit the force of the three objections and in view of these 
^objections the committee state that no further experiments should be made, 
until there is a clear demand for them by producers themselves. Is it 
_your opinion that such a clear demand exists at the present moment?— 
have not got the data, but probably we could run it better. I think there 
is a demand. 

4832. You have no precise information and therefore it is a mere expres¬ 
sion of opinion. I wanted to find out from you whether you are in a posi¬ 
tion to rebut any of these objections from your personal experience?—I 
have no personal knowledge; all that I say is that the difficulties are not 
insurmountable. 

4833. That is an expression of personal opinion. You must admit that 
we as a Committee must pay great attention to the recommendations of a 
Committee on which I find there was a representative of the agricultural 
classes. 

4834. Mr. Ramdas Pantuhv: When you say they are not insurmount¬ 
able, I take it your answer is that you do not accept the recommendations 
of the Committee as they are.—I do not. 

4835. I find that the Eegistrar of Co-operative Societies took a different 
view; he wanted sale societies and the Committee differed from the 
Eegistrar.—That is so, we agree mainly with the Eegistrar. 

4836. With regard to the three reasons, first about the prices: do you 
not think that it is a fallacy to adopt as standard the price which the agri¬ 
culturist gets in his weak, disorganized condition?—^Yes. 

4837. Secondly, with regard to the trained men with business capacity, 
that is an objection which applies to all sorts of enterprises, including joint 
stock banks.—Yes. 

4833. If there are not enough trained men, the proper thing would be 
to secure them and the department should furnish trained inspectors to start 
sale societies and to instruct the co-operators how to run them?—That is 

BO. 

4839. Thirdly, about the sense of loyalty, it can be remedied by educa¬ 
tion and training.—^Yes. 

4840. Chairman: Let me read out to you what you said before the 
Bihar and Orissa Committee. You were asked ‘Have you any experience 
of co-operative sale societies in this province?’ You said you had no per¬ 
sonal experience, but you understand that there was one at Fatwa which 
came to grief. 

4841. Can you tell me why it came to grief?—They were dealing in 
grains only. It may be due to inefficient management also, but I do not 
know. 

4842. You were then asked ‘up to now has there been any successful 
co-operative sale society in this province?’ Your answer was: ‘I nave 
not come across any myself. But I do not take a pessimistic view. H 
they are run on right lines they might be successful’. Then comes this 
‘Unfortunately we have to deal with simall landholders and^ agriculturists 
who do not produce sufficient quantities for sale individually. That is so. 
I do not think I have taken up any contradictory' position. 

4843. In answer to me you said that your view was that it might be 
•possible to start, co-operative sale societies in the case of commercial crops, 
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but there we practically no commercial crops in Bihar and Orissa except 
sugar.—There are tobacco, chillies. 

4844. You said that in the case of commercial crops only it might be- 
possible to start co-operative sale societies successfully ?—Yes, that is my 
opinion. 

4845. Chairman : In answer to one of my colleagues you said that you 
agree with the views expressed by your Registrar of Co-operative Societies 
that these co-operative sale societies would be successful if organised on a 
large scale. That is a general statement and does not apply to commercial 
crops like tobacco, gur, etc. Is that so?—^Yes. The Registrar’s opinion^ 
is probably so. 

4846. If it is possible to run co-operative sale societies at the present 
mdment successfully in Bihar and Orissa in the case of certain classes of 
crops and if the Registrar is favourably disposed to that view how is it 
that your leaders in the Co-operative movement have not done so?—I 
think they are doing so now. 

4847. They apparently started two sale societies and they came to 
grief?—Yes, that is so. But grain golas are working satisfactorily. 

4848. I am not at present talking of grain golas. My point is how is 
it that an attempt on a large scale to start co-operative sale societies has 
not been made?—It is more than I can say, but they are probably waiting 
for a lead from the Committee. 

4849. The establishment of co-operative sale societies does not really 
concern us except in the matter of finance. I think the Royal Commission 
on Agriculture did make a recommendation like that?—Yes. 

4850. In answer to the Chairman of the Bihar and Orissa Banking 
Enquiry Committee you said that you were not aware of any co-operative 
sale society having worked successfully, and then you began to give your 
reasons.—Probably it is so. 

4851. Mr. Devadhar: Do you not think that it is far better to run 
a co-operative sale society for the benefit of the common-folk and soil 
the goods at the cheapest possible price rather than ask a man to take 
up a share in a co-operative society for Es. 10?—I entirely agree. 

4852. Would you not therefore think that there is room for further 
education and further effort in regard to this?—Certainly. 

4853. Chairman: I put these questions to you simply to elicit your 
view in the matter, because I find from the evidence of your Denuty 
Registrar of Co-operative Societies that there was one such sale society 
in Fatwa and it failed miserably and ever since no serious effort has been 
made to start sale societies?—Yes. Probably so. 

4854. You advocate the formation of People’s Banks on co-operative¬ 
lines in all centres of petty trade and cotnmerce. Am I correct in 
assuming that your intention is the development of central co-operative 
banks and co-operative credit societies?—We have referred to the starting, 
of Peoples’ Banks (as Wolfe calls them) on a co-operative basis. These 
banks are really intended for the benefit of small traders and artisans, 
they are really small urban banks. 

4855. You suggest that the duties of auditors should be not only to 
examine the accounts of banks but also to appraise their financial position 
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and suggest the ways to improve it. Is there anything to prevent co-- 
operative banks from obtaining such advice and opinion from their auditors? 
JDo they ask for such advice?—At least in our province they are required 
to give the information and they do give the same. There are 7 or 8 
questions on which the auditors are required to give the financial position 
of the banks clearly. 

4856. Therefore is it your opinion that in regard to co-operative banks 
(Central and primary) nothing further need be done?—Only so far M such 
advice is concerned. 

4857. Do you propose that some similar arrangement should be extend¬ 
ed to ordinary joint stock banks?—It would be much better and satis¬ 
factory if it is done. 

4858. But you are not aware whether the ordinary joint stock banks- 
also follow the .same procedure?—I am not. There is nothing to prevent 
them from doing so, so far as I am aware. 

4859. You state that if an all-India Auditors’ Association could be- 
organised and if the practice of audit is restricted to those auditors whj 
are enrolled as members of this Association, some of the malpractices which 
have cotne to light will be checked. Will you kindly state what mal¬ 
practices you refer to?—In writing this we had in mind the recent failures 
of banks like the Alliance Bank of Simla, the Bengal National Bank and 
others. 

4860. You are of opinion that restrictions of the nature of those im¬ 
posed on the Imperial Bank of India can with safety be imposed on a few 
commercial banks. Will you kindly explain which commercial banks you 
have in view and what restrictions you think can and should be imposed 
on such banks?—What we wished to convey is that restrictions of the 
nature imposed on the Imperial Bank under section 8 of the Imperial 
Bank of India Act can with safety be imposed only on some commercial 
banks. And our idea is not certainly to put these restrictions on all 
banks, but only where necessary. Our language probably was not quite 
happy. 

4861. But then how can you make a discrimination only against a few 
banks when there is not a general rule?—I admit there will be difidcultiefi- 
in the way. 

4862. Among the concessions which should in your opinion be granted 
to co-operative banks you mention exemption from income-tax on income, 
derived from investment in Government securities. What would be yoiur 
answer to the criticism of one of the Provincial Committees that it is not 
part of the business of co-operative societies to invest a great deal rf their 
capital in interest-bearing securities and that if they do so they should 
like other investors be subjected to the deduction of income-tax from the 
return on such investments?—So far as T know it is our own Committee 
which has made such a criticism. 

4863. But there are other Cbrnmittecs as w'ell who have made such 
remarks.—I might first add that it is not an investment in the strict 
sense of the term. We are under the statute forced to purchase only 
Government and other trust securities to provide against fluid resources, 
although as a matter of fact we might be able to make more interest if 
we could invest them in income-tax free debentures of joint stock con¬ 
cerns. Therefore it is that we sav that our income from the Government 
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securities should not be taxed. Secondly as in the Punjab, the bank 
may not make any profits at all but must pay the tax at the source. Then 
it 18 an anomaly when profits are not taxed that interests on these 
securities being profits should be taxed. 

^ 4864. But the law does not compel you to keep your fluid resources 
in any particular form. Does it?—They stipulate that the investment 
should be in one of the trust securities or Government promissory notes. 

4865. Mr. Devadhar: Do you not think that the distinguishing feature 
of the co-operative movement is that its hall-mark is social service while 
joint stock banks arc mere profit making concerns ?—Certainly. 

4866. Mr. Lamond: You say that it is not an easy matter to maintain 
adequate -fluid resources in Government and Trust securities, as the yield 
on such securities is generally found to be more than one per cent, lower 
than the rates co-operative banks have to allow on their borrowed eapittJ. 
Does that not mean that you are paying too high rates on vour deposits?— 
No, we are not. 

4867. Are you not getting large deposits from the public bodies?—We 
are not yet getting deposits from public bodies. In fact, that is one of 
our grievances. 

4868. It has been suggested that interest derived from Government 
securities held as an investment of the reserve fund should be exempt 
from income-tax but not the interest on securities held for any other 
reason, for example temiiorary employment of funds during the slack 
season. Would that satisfy you?—It would not quite satisfy us. It follows 
as a corollary to the previous question which you put to me. 

4869. You were required to maintain your fluid resources in a certain 
form of securities and therefore it is not fair to ask you to pay income-tax 
on the interest on those securities. If that is your contention then surely, 
this proposal ought to satisfy you. But my point is why should you b« 
exempt from income-tax if you buy other securities. If it is your practice 
to make other investments quite outside for the purpose of keeping a fluid 
reserve then you have not yet given us any reason why you should be 
exempt from income-tax on that?—With regard to the reserve fund it is 
obligatory on us to keep apart 25 per cent, of the gross profits to the 
reserve. 

4870. But have you got to keep any other reserve fund in addition to 
the general reserve fund?—Of course we have to keep fluid resources. 

Is it prescribed under the statute?—As bankers we have to. 

4871. Mr. Ramdas Pantulu: Under the statute we have to set apart 
25 per cent, of the gross profits for the reserve fund. The Registrars of 

' Co-operative Societies issue circulars which are more or less binding on the 
Provincial Co-operative Banks that they should have fluid reserves accord¬ 
ing to prescribed standards—Yes. 

4872. Therefore your contention is that these additional investments 
are also part of the business of the co-operative bank and they do not 
stand in a different position from the other ordinary transactions and that 
is why you claim exemption from income-tax in this respect as well. Is 
that so?—That is exactly our position. 

4873. Chairman: You refer to the establishment of a Training Institute 
for training candidates for employment in co-operative banka but add that' 
'without Government assistance the Institute cannot be more useful than. 
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at present. Will you kindly explain to us in greater detail the arrange¬ 
ments made for such training, the difficulties experienced and the nature 
of Government assistance required?—At present we have two training 
institutes, a major one at Saboor and another at Cuttack. Without mean¬ 
ing any disrespect or disparagement to the existing stall, we say 
that the training imparted in these institutes are quite insufficient. They 
are at present imparting only elementary knowledge of theoretical banking. 
I understand the Central Banks are spending about Bs. 29,000 per annum 
on these institutes. This amount is hardly sufficient for the imparting of 
proper education and training to bank managers and assistants and we 
therefore have made the suggestion that Government should subsidise to 
make the training thorough in every respect. 

4874. You state that there is not a single representative of the co¬ 
operative banks on the Governing Body of the Indian Institute of Bankers 
and that this requires rectification. May I know if this omission was 
brought to the notice of the authorities of the Institute and if so with what 
result? Does not the selection of members of the governing body rest in 
members of the Institute?—^My Secretary informs me that he did apply for 
representation but he was told that if a branch were started at Calcutta, 
his application would be considered. 

4875. You suggest that a portion of receipts from cash certificates and 
Postal Savings Bank deposits should be made available to the co-operative 
banks. Leaving aside the general question of utilisation of such savings 
fi->j, the requirements of the State is it not a fact that the Bihar and 
Orissa Provincial Co-operative Bank had at the end of 1928 invested 26J 
lakhs elsewhere than with the co-operative institutions of the province 
and was thus in a position to render more financial aid to its affiliated 
societies without attracting more deposits?—We do not make a grievance 
of this only on behalf of the provincial co-operative banks; other joint 
stock banks also sail in the same boat. We think that the money received 
in the province ought to be detained for the benefit of the province, at 
least a substantial portion of it. 

4876. That is why I asked you whether your bank was in a position 
to utilise more resources even if those were made available to you?—Yes; 
we have to keep adequate fluid resources; we have about 9 lakhs and ,80 
thousand, invested in other Provincial Co-operative Banks. 

4877. Do these represent an obligatory fluid reserve?—It does not. But 
we have to keep them in reserve as Bankers’ Bank for meeting demands 

Central Banks at any time. 

4878. So this 9 lakhs and 80 thousand is not either part of your 
statutory reserve or the fluid reserve you are required to maintain under 
the obligatory orders of the Begistrar?—In a way it is. As bankers, for 
the sake of safety, we should. Maclagan Committee recommended them 
and there are I think Begistrar’s circulars. 

4879. Therefore if it were possible for you to utilise the money in the 
development of the co-operative movement, nolhing stands in the way 
of your using the money?—Nothing, subject to the above. 

4880. In paragraph 235 of the report of the Bihar and Orissa Com¬ 
mittee, it is said “A Glut of deposits. In the yeiir 1926 it was found that 
the central banks had attracted deposits beyond what they could profit¬ 
ably use, and since for other reasons it was undesirable to expand their 
lending rapidly enough to absorb their surpluses, it was necessary to take 
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drastic action, to avoid losses on idle money.” That does not indicate 
that at least your bank is in need of resources.—That was two years ago. 
Not now. 

4881. At the end of 1928 you had 9 lakhs and 60 thousand which you 
were obliged to maintain without investing within the movement.-^f 
course not as a statutory obligation but as a safer margin for fluid resources 
and we earn more. 

4882. Was it possible for you to use that in the development of the 
co-operative movement?—Yes, it was possible but in my opinion not 
advisable. We maintain that if we had a part of the money collected by 
Postal Savings Bank and Cash Certificates we could give to the move¬ 
ment money at cheaper rates. 

4883. In continuation of the same paragraph the Bihar and Orissa 
Committee say, “The rates of interest were reduced, outside depositors 
discouraged and in certain banks even local deposits”. So all these steps 
were taken.—All this was done simply to get rid of the plethora of 
deposits as it happened 2 years ago. 
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SIXTEENTH DAY. 
12th September 1930. 


Present: 


Sir Bhupendra Nath Mitra, K.C.S.I., K.C.I.B., C.B.E. {Chairman). 


Mr. B. P. Khattan. 

Mr. F. V. Eushforth. 

Mr. Manu Subedar. 

Sir Hugh Cocke, Kt. 

Dr. L. K. Hyder. 

Mr. V. Eamdas Pantulu. 


Ml'. W. Lamond. 

Mr. II. W. Bccklby. 

Mr. G. K. Devadhar, C.I.E. 
Choudhri Mdkhtar Singh. 
Mr. Nalini Eanjan S.arkar. 
Seth Htiji Abdoola Haeoon. 
{Secretary). 


Mr. V. K. Aravamudha Ayangar, M.A., C.I.E 


Mr. E. P. Masani, M.A. {Joint Secretary). 

The examination of Eai Sahib Mihir Nath Eoy representative and 
Managing Director of the Bihar and Orissa Provincial Co-operative Bank 
was continued. 

4884. Mr. Bamdas Pantulu: Yesterday the Chairman asked you a very 
important question. He said you had enough of resources, more than 
you were able to use, and that therefore there was no need to ask for more 
funds. I hope you appreciate the Chairman’s point?—Yes. 

4885. With regard to your Government securities you want them for 
your further fluid resources?—Yes. We have to keep a certain margin 
as safety to meet the demands of our depositors and also to meet the cash 
credit demands (amounting to 12 lakhs) of our central banks. 

4886. As a matter of safety you are keeping these funds and you do 
not lose much in the way of interest?—^No; we make better profit. 

4887. If the co-operative movement in your Province is not able to utilise 
all the money it has, why do you ask for more money?—^We also look 
forward to an extension of the movement. At present we are not able to 
touch more than 2 per cent, of the population and 6 per cent, of their 
existing demand. 


4888. Chairman-. The information you gave me yesterday requires 
further elucidation. We have got before us a balance sheet of the bank 
for 1927.28 which shows that you have fluid resources to the extent of 13 
lakhs and also 10 lakhs deposited with other banks. That means that 
you have at least a fluid reserve of 23 lakhs, and you have also given 
loans to the extent of 40^ lakhs. That means that you have spent for 
the benefit of the agriculturist 40^ lakhs and you have got in hand fluid 
resources to the extent of about 23 lakhs. Now I put it to you as a 
practical banker whether it is necessary to ask for more money while you 
have available such a large sum? Is it your proposition that though you 
haye something like 23 lakhs, further money should be handed over to you 
■to be kept idle or to be used for investment outside the co-operative 
movement while that money might be more profitably used for the move¬ 
ment of crops by investing it in Eailways? If it were a question of 5 or 
7 lakhs, I would not have asked you this question; but when it is a 
matter of such a huge sum as 23 lakhs, naturally the question arises 
why you should ask for more money?—Sir, it should not be forgotten 
that in addition to the co-operative work which our bank is called upon 
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to do, we are bankers in the ordinary sense of the word and have to keep- 
a certain safety margin like other commercial or joint stock banks. We 
maintain that the Co-operative movement is also a business proposition^ 
and that co-operative banking is governed by the same basic principles oi 
finance as the ordinary banks, commercial and joint stock. We have 
'always to keep certain amount of fluid resources in hand, perhaps more 
than the joint stock banks owing to our peculiar difficulties. 

4889. Your loans amount only to 40J lakhs of rupees and you have- 
actually got in hand 23 lakhs, 23 lakhs represent more than 50 per cent, 
of your deposits. It is the magnitude of the figures to which I am referring?’ 
—Quoting from Indian Finance Banking Enquiry Number of 18th January 
1930, the Imperial Bank’s ratio of liquid assets to total deposits was: 

Z926 .. .. .. .. 67’9 per cent. 

1927 .. .. .. .. 54-4 

1928 .. .. .. .. 63-2 

Ours works out to about: 

1926 .. .. .. .. 33‘6 per cent. 

1927 .. .. .. .. 320 

1928 .. .. .. .. 27-7 

The defect in these figures is that the compiler has taken into consi¬ 
deration only the cash and gilt-edged investments. Other loans and in¬ 
vestments amount to Rs. 51 "63 in 1928 and that includes the figure of 
10 lakhs lent outside the province. If that figure is added to the total 
of liquid assets, viz., 15'23, the position will be precisely the same as I 
have stated. The gentleman who compiled this figure does not know that 
Rs. 9,60,1100 represents the real liquid assets.—Even so, 27 per cent, would’ 
be a dangerous line. Then the latter we want as a margin for Central' 
Bank cash credit and that would work at 38 per cent. 

4890. I am told that in commercial banks the percentage is only 15.-— 
It mav be so, but they have certain facilities which ■we have not. 

4891. The cash credit from the Imperial Bank is still there, it is 10 
lakhs. Your total loans amount only to 40 lakhs and your total deposits 
to 53 lakhs. The cash credit of 10 lakhs is 25 per cent, of the loans and' 
20 per cent, of the fixed deposits. In view of these figures a cash credit 
of 10 lakhs is not a negligible figure?—^It may not be, but I submit 
that we are working on conservative lines. It has been laid down by the- 
Maclagan Committee that 75 per cent, of the ‘‘call money” should be 
invested in gilt-edged securities. Another committee appointed by the- 
Government of Bihar and Orissa, of which Mr. Collins was the President 
and I was one of the members, recommended that the B. & O. Provincial 
Bank should keep invested in gilt-edged securities an amount equal to its 
total fixed deposits falling due within the next six months, and 50 per 
cent, of its total savings deposits. We find that 38 per cent, is just 
adequate enough to meet all this and the cash credit demands of the 
central banks. 

4892. Have you got the Registrar’s rules applicable to your province?— 
I have not got them here. 

4893. Mt, Lamond: You said yesterday that you were in a positirnt- 
to refuse deposits?—^Yes, but that was in 1926. 
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4894. Then, are you not refusing deposits now?—^No. In 1926 we hpd’ 
surplus oni account of central banks accepting deposits at non-remunerative- 
or high rates of interest. 

4895. Have the rates been reduced?—^Yes, they have been. 

4896. Now, you never have occasion to refuse deposits?—Except in 
one or two cases involving big deposits, we have not. We generally want 
and prefer small deposits, so that the deposits may be spread over tho- 
year. 

4897. You do not want to be in tbe position of having to pay a large 
deposit at once.—We would much rather not. 

4898. Has this question of refusing deposits been in vogue for the last 
two or three years?—No. It was two years ago. 

4899. Mr. Bamdas Pantulu: You speak of fluid resources varying with' 
the deposits maturing within the next 30 days. Supposing to-day you-. 
make your fluid resources statement and then 30 days from to-day, if 2 
lakhs of deposits are maturing, you have to maintain one lakh?—Certainly. 

4900. If you calculate from to-morrow and a big deposit of ten lakhs 
is maturing within 80 days from to-morrow, you have to jump up to 5 - 
lakhs?—Yes. 

4901. It is one lakh to-day and 5 lakhs to-morrow?—Yea, may be. 

4902. Chairman: 1 do not think that constitutes economic use of 
balances. Do you take fixed deposite for two years or for more?—We- 
hardly get it for more than 2 years. 

4903. But you do get for two years?—More than 75 per cent, of our 
deposits we get are for one year, and of the balance about half will be for 
two years. 

4904. Have your deposits been coming in regularly? There has been 
no dearth of deposits?—No. 

4905. I am trying to find out whether you are working within the 
margin of safety or whether you are too conservative. If you are too con¬ 
servative, no amount of reserve would be sufficient for you. The Bihar 
Committee definitely say that the Provincial Bank has been spending 
money which they obtain from deposits outside the movement and they 
refer to a figure of Es. 24,71,000 in this connection. I assume that they 
must have examined the position, they know the rules of the Co-operative 
Department, they have examined the Eegistrar and what I am trying to 
find out is whether they had justification for making that statement. The 
Madras rule says that you have to keep 50 per cent, for deposits falling 
due within 80 days. It was to elucidate the implication of this rule that 
Mr. Eamadas Pantulu pointed out that the repayment of deposits may 
vary from time to time. Is it a fact that there is no reduction in your 
deposits and that you are getting a regular flow of deposits?—The average 
is almost the same. 

4906. From the point of view of what I may call prudent banking and 
not over-cautious banking, the amount which may be required for the 
fluid reserve under the requirements of the Eegistrar of Co-operative 
Societies ought not to vary from day to day, seeing that 75 per cent, of 
your money is in one-year deposits.—^I could not put it higher than either 
the Maclacan Committee or the local Government committee put it. 

4907. The Maclagan Committee does not put it very high. All that 
they say is that your fluid assets must be higher than those of ordinary 
joint stock banks. I take it that basing on that proposition of the 
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"Maclapfan Committee the local Government in your province, and the 
local Government in every other province, have framed certain fules about 
the maintenance of liquid reserves. Can you tell me whether any calcu¬ 
lations have been made as regards the liquid reserve to be maintained by 
your bank and how that figure compares with the liquid reserve of 25 
lakhs which you are actually maintaining?—So far as our province is con¬ 
cerned, as submitted before there was a Committee appointed by Govem- 
"ment, of which Mr. Collins was the Chairman, which laid down certain 
rules for maintaining fluid reserves and wo are keeping up to that 
standard. 

4908. That is, this 25 lakhs is just enough to maintain that standard?— 
It is generally so. There may bo little variations. 

4909. Have you made any calculations?—If I were to apply the Madras 
rule, I am afraid the figure, as it stands, would be very high—On the 
15th November 1928, when we made up our accounts, it might have been 
that figure; on the 16th it might have been different. 

4910. Do you make it from day to day?—Yes. 

4911. Have you any statistics to place before us?—We have to place 
before the Board every month for their guidance a statement of the 
amount which is expected to be required within the next six months and 
we make provision in this. If we find that our margin of safety is low, 
we try to make it up as soon as possible. 

4912. Can you send my Committee a statement showing how the 
amount held by you in Government securities and in fixed deposits with 
other provincial banks compares with the amount which you must keep as 
liquid assets under the Registrar’s rules?—As a matter of fact, the copy, 
of a letter sent by us to the Registrar of Co-operative Societies with refer¬ 
ence to the auditors’ objection (which I hand over) will give you the 
required information. We were called upon by the Registrar to justify 
nur investments and we have shown in the letter that, if anything, w'e were 
oeiow the average of other provincial banks. That is because we have 
■not got all the resources which the other provinces have. 

4913. Here you have worked out your obligatory fluid assets at 
Rs. 19,01,000 and your gilt-edged investments at Es. 19,43,000. In addi¬ 
tion, you have invested Es. 9 lakhs in other provincial banks, outside the 
co-operative movement. It is not necessary for me to pursue this matter; 
this letter made over by you establishes my point. The Bihar and Orissa 
Committee say; “The Bank is obviously in a position to render more 
financial aid to its affiliated societies when they require it, even without 
attracting more deposits.”—^We are at cross purposes. It is so to-day, 
we must admit it but what we have to sec is that this organisation extends, 
and keeps pace with its liabilities. 

4914. The Bihar and Orissa Committee also say that they do not 
anticipate any difficulty in attracting future capital needs for short-term 
business from the investing public by means of savings bank and fixed 
deposits. I am trying to find out whether there is any justification for 
this demand on your part for additional resources under present con¬ 
ditions or even in the immediate future. Otherwise, it means that a 
certain amount of money is locked up for which the co-operative move¬ 
ment in Bihar and Orissa has no use in the immediate or near future and 
which may be more profitably used in other directions. If you can 
establish that at the present moment you are in need of resources for tha 
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purpose of developing the co-operative movement, your case would have 
tbeen unanswerable and this Committee would have been compelled to 
formulate a conclusion that money should be made available from some 
ether source for the purpose. But as I understand you, at the present 
moment you are not in need of more funds. You have plenty of resources 
from which you can start immediate developments but perhaps you are 
thinking of future developments, I do not know how many years ahead. 
For the purpose of these developments there will be no lack of deposits?— 
If we were not today conducting the banks on conservative lines, I am 
sure no public would have put their money in them. 

4915. After all there is the co-operative basis to this movement, but 
■quite apart from that, the requirements of safe banking as laid down l>y 
the local Government in your province is satisfied by the gilt-edged securi¬ 
ties which you hold. In addition, you have deposits to the extent of 9 
lakhs w'ith other provincial banks which is roughly il5 per cent, of the loans 
and advances which the bank is giving to the agriculturist. Therefore 
the bank actually possesses resources which will enable it to develop to the 
extent of 25 per cent.—This last sum of 9 lakhs is to provide margin to 
meet the cash credit demands of 12 lakhs of the Central Banks. If we 
had further resources, we could take deposits at lesser rates of interest 
than we do now. We now pay and 5 per cent. 

491G. That is another matter, w'hieh wo pursued yesterday and the Pro¬ 
vincial Committee say in this connection that there is already a large gap 
between the rate of interest at which you get your money and the rate at 
which the agriculturist gets his money. In fact, if I may use a very common 
saying, the jiroof of the pudding is in the eating of it. At what rate do you 
invest your Hs. 9,60,000 with other provincial banks?—I think it is 6 per 
-cent. 

4917. Therefore, here too, you are getting a fairly high rate. Has that 
helped you so far?—We are making a loss in our investments in Govern¬ 
ment securities as I told you yesterday, wm are getting 4f per cent. As 
we pay 5 per cent, we are losing J, and this we have to make up, and we 
do it b}' our investment with other provincial banks. 

4918. My point is that you have enough funds at your disposal and 
you are not giving the raiyat the advantage you ought to give him. You 
have not reduced the interest to the raiyat?—We have reduced the rate 
of interest to the raiyat. But you might ask why should the central banks 
lend at 11 per cent., when they borrow from us at 6 per cent. The reason 
is that unlike other provinces in our province we have to pay for propa¬ 
ganda, education and many other things, which properly speaking should 
not be placed on us. 

4919. I am not concerned with the details of your expenses. But still 
I come back to my fact that here is this sum of Bs. 9 lakhs which might 
have been used for the development loans to the raiyats in your province 
and which has not been so used. I want an explanation for this?—I have 
tried to give, i.e.., to meet the cash credit demands of 75 or 76 central 
banks. 

4920. Mr. Ramdas Pantulu: With regard to the long term requirements 
of your bank, I note you are in agreement with the suggestions made by 
the Bihar and Orissa Committee. With regard to short term requivements, 
the Bihar and Orissa Committee in paragraph 305 of their report say— 
“We do not anticipate any difficulty in attracting short term deposits from 
investing public by means of savings bafak and fixed deposits. But we %vish 
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to press again our suggestion that a good deal of the present short ternr 
demand of Rs. 21 lakhs and the subsequent addition to it might well be 
met by the issue of six monthly bills backed by the provincial bank, to 
attract some of the “slack season” money employed for the rest of the- 
year in trade”. If the central banks had applied to you for short term 
loans, the sum of Es. 9 lakhs would have been withdrawn from the banka 
where you have invested them and you would have lent it out to the central 
banks. Is that so?—^Yes, that is if they were for short terms. 

4921. Therefore it follows that the central banks have not been applying 
largely for short term loans ?—Generally loan applications are for long terms- 
ranging from 4 to 5 years on the average. If there %vere short term applica¬ 
tions, this sum would have been utilised. 

4922. For the Ist 2 or 3 years in all provinces the Co-operative M:)ve- 
ment has been concentrating attention upon consolidation and rectification 
of the present societies and then; is a tendency not to put more money into 
the societies, with a view to look to the safety of the assets?—That is so. 
There is a tendency to stop further expansion and they are taking up the- 
^vork of rectification and all the outstanding loans are now being examined. 

4923. Therefore you will probably admit the Chairman’s point that you 
are not asking for additional funds at present?—We admit that. 

4924. Chairman: That is my precise point. On the facts you produce- 
you have not made out a case for the grant of any concession at present 
for some reason or other. You have made it a policy so to say to restrict 
advances and it is quite possible that the effect of that has been that you 
have got the surplus of Rs. 9 or Rs. .10 lakhs which you have put in som-a 
cc-operative bank of some other province. Therefore there is no ease for 
you to ask for more resources. It may be a time may come when you might 
require further resources. 

4925. Mr. Ramdas Pantulu: In your province the Imperial Bank doea 
not grant any overdraft to any of the central banks as they do in IVf adras ?— 
No, they do not. 

4926. Therefore they get their whole accommodation from the Provincial 
bank?—That is so. The whole of their cash credit demand about 12 lakhs. 

4927. If you have therefore got to help the central banks by giving them 
some kind of overdrafts and cash credit advances, you in your turn have to 
fall back upon the Imperial Bank?—That is so. 

4928. Chairman : You see apparently the Imperial Bank in your pro¬ 
vince is willing to lend up to Rs. 10 lakhs but you have drawn up to only 
Rs. 31, lakhs. Is it not a fact that against cash credit the Provincial bank 
can draw Rs. 6| lakhs more from the Imperial Bank?—That is so. 

4929. Mr: Khaitan ; On what security does the Imperial Bank give cash 
credit?—There are three accounts (1) As against guarantee of shareholders 
to a maximum of Rs. 4 lakhs; (2) As against the promissory notes of Central 
banks which they draw in our favour to the extent of Rs. 3 lakhs and (3) 
On pledge of Government securities up to Es. 2 lakhs 85 thousand. 

4930. Apart from this Rs. 34 lakhs which you have already drawn from 
the Imperial Bank thev have still a margin of Es. 6^ lakhs to bo drawn 
from the Imperial Bank?—Yes. 

4931. And you could also take an advance of Rs. 15 lakhs on Govern¬ 
ment nromissorv notes and it is against this that you have already drawn 
Rs. 3 lakhs?—^Ye#. 
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4932. And therefore the figure of lls. 8 lakhs has therefore to be reduced 
by Es. 3 lakhs. Ts that so?—Yes. 

4933. Chairman: But still there will be a inargin of Es. 3 lakhs left 
At the present moment I am only concerned with broad facts.—We uuder 
take to supply Es. 12 lakhs to the central banks by way of cash ere lit. The 
aentral banks have not got any inve.stments in Government promissory notes 
Bor this Es. 12 lakhs they depend solely on the Provincial Co-operative 
Bank. 

4934. Mr. Ramdas Panlulu ; The Chairman is perfecily right. At the 
present moment you are not driving money into the co-operative movement 
and the consolidation process is going on and therefore you have some 
surplus money which you have not invested and the Chairman’s point is 
there is still a margin left which you could utilise for the development of 
the movement. On that point you cannot dispute,?—That is so. 

4935. The Chairman’s point is that you have drawn only Es. 3 lakhs 
already as against the security of Government paper, but what I am trying 
to point out to you is that if the central banks are also doing active 
busines.s, the provincial bank has to fall back upon the balance of Es. 3 
lakhs for maintaining its fluid resources. Therefore, is it your view that 
rhis Es. 3 lakhs balance will be required in future and you can utilise the 
same when necessary?—That is so. 

4936. Mr. Devadhar: May I know how far the Co-operative movement 
in your province has reduced the rate of interest?—We have reduced in 
some cases the interest rates of the mahajan by probably half. 

4937. The Bihar and Orissa Committee in paragraph 74 of their report 
“Leaving on one side for the present the debt of the landle’ss popula 

tion and of the landlords, Orissa cultivators pay in the year about Es. 1^ 
orores in interest, those of Chota Nagpur Es. 5 crores and those, of Bihar 
Es. 20 crores’’. You just now told us that the Co-operative movement 
has brought down the interest rates by about 50 per cent. Assuming that' 
the figures given there are correct will we be right in saying that the move¬ 
ment has brought down the interest charges by about 50 per cent, and that 
the poor peasantry have been saved about Es. 13 crores every year by way 
of interest charges?—That is my idea. 

4938. Chairman: That would be so if you had totally displaced the 
moneylender, but that you have not succeeded in doing?—That is no doubt 

true. 

4939. Mr. Devadhar: The same Committee report again that there are 
about 100,000 moneylenders in the provinep. If all these people are 
gradually replaced by the co-operative organisation, you will probably be 
'effecting greater rural economy and consequent greater saving. Is that so? 
—I do hope such a time will come. 

4940. Would you think that better organisation of co-operative cr<'dit 
and still better organisation of the non-credit activities will ultimately cover 
the whole agriculturists’ class and thus will give a large measure of economic 
relief?—Certainly, this is not the only kind of work that we are doing. We 
have recently started societies like the housing sociedies and various other 
■Bchomes are on hand. 

4941. Mr. Devadhar: If helping the agriculturist in all possible ways 
he one of the basic principles for which your bank was started, may I know 
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it the housing society you have mentioned is for the purpose of helping 
the agriculturist?—Those societies are for urban population. 

4942. Do you not think that it would be better to confine your activities 
to the needs of the village population?—^In my opinion it would be much 
better. We also directly finance primary societies where there are no 
central banks yet. 

4943. Have you got a large inspectorial staff?—No, we have none. 

4944. Would you try the system of advisory councils?—I am in favour 
cf them. 

4945. With regard to organisation of non-credit, do your central banks 
do anything like propaganda?—They are supposed to do and pay for pro¬ 
paganda. 

4946. Is the propaganda aesisted by the Registrar?—Yes, as the Governor 
of the Federation. People are agitating to have non-official governors. 

4947. Is that not a distinct line of work for your bank with the co-opera¬ 
tion of the Registrar or even without the co-operation of the Registrar or 
tne co-operation of the people in the villages?—So far as our bank is con¬ 
cerned, I do not think we can take it up with the resources we have Vt’-s 
pay contributions to the Federation. 

4948. Do you not think that some definite recommendation should be 
made to create banks of your si/e or other similar agencies whereby non- 
credit work will be pushed on?—We are certainly in favour of it. 

4949. Do you think that such a scheme would require a tremendous 
amount of money?—^It would; but we do not grudge it; people will gladly 
put the m,onpy. 

4950. Would that facilitate the creation or the establishment of non¬ 
credit banks?—Yes. 

4951. Many people believe that our co-operative movement has failed; 
of course I am not a supporter of that statement; on the other band I 
believe that there are a number of people who have and are prepared to 
•sacrifice their interests for the sake of the Movement. What is your 
opinion about it?—In order to put the movement on a really sound basis, 
we should have men of the right stamp and the leaders of the movement 
must come from among the people themselves, for which a great deal if 
propaganda and education are necessary. 

4952. Is not one of the difficulties want of funds?—Personally, I think, 
yes. Government ought to supplement our resources; as it is, they are 
not doing their part. 

4953. You are spending a large portion of the money at present on jiro- 
paganda, etc., to which the Government contribution is very small; so vou 
would like that contribution to be increased?—Yes. 

4954. In order to push on the work, you would like the propaganda to 
be assisted by Government more vigorously than it has been done in the 
past?—Certainly. 

4955. Do you accept the charge that the money already available has 
not been fully utilised?—do not accept that charge. 

4956. Mr. Manu Suhedav. You have been referring to certain relations 
of the central banks with the joint stock banks and the Imperial Bank. 
What sort of relations do you mean?—^There are some joint stock banks 
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with which our central banks have got certain relations regarding accom¬ 
modation. 

4957. Do the Central banks take loans from the joint stock banks?— 
Yes, as cash credit only. 

4958. Do they get it cheap?—^No, but they get it in time, though at 
times at higher rates than those at which we can lend them money. 

4959. What is the reason; Delay is the principal cause. For instance, 
if a place like Cuttack wants accommodation, it will have to wait at least 
six or seven days for a letter to come and go and within that period the 
requirement has to be met from any source which may be handy. 

4960 But that is due to the peculiar geographical position of your Pro¬ 
vince.—Yes, to a certain extent, that is so. 

4961. With regard to cash credits, you mentioned the figure of 12 lakhs. 
Are they cash credits or loans?—They are cash credits but there is a maxi¬ 
mum cash credit on which they can draw on 7 days’ notice. They 
can' draw upon us at any time. 

4962. So your liability would be subject to seven days’ notice?—^Yos, 
small portion of it. 

4963. In regard to loans and advances to central banks, there would 
be in some cases cash credits; so that you have got two kinds of liability; 
one is towards the depositor and another towards the central banks?—Yes, 
exactly. 

4964. But in your accounts you have not shown any liability to the 
Central Banks?—-We publish an annual statement in which we show the 
distinction. But in our balance sheet this is not brought out. 

4965. Do you not think that that arrangement is to a certain extent 
misleading and would it not therefore be better in future to make your 
balance sheet more clear on the point?—accept your suggestion. 

4966. You said you could get money from other provincial banks’?—Yes. 

4967. At what rate of interest?—At 5 to 6 per cent. 

4968. As a practical banker, would you maintain your fluid resources at 
the figure at which you are maintaining them at present, or' at a smaller 
figure?—I think that our present fluid resources are on the conservative 
side, and I would maintain it till there are other additional financial faci¬ 
lities. 

4969. What is your opinion with regard to the control over the Co¬ 
operative Movement, at present exercised by the Government? Do you think 
it will conduce to the progress of the movement?—We hope that the Co- 
operstive Movement will some day bo entirely free from the sort of detailed 
control as at present exercised by the Eegistrar of Co-operative Societies. 

4970. If that is so and if yop are left to. yourself, do you think it would 
still be necessary for you to keep this very big provision for liquid resources? 
—With more liberty of action, we hope to be able to extend our work con¬ 
siderably, so that we shall require still more money. The other possibility 
!s the creation of an agricultural paper which will go from hand to hand. 
That will enable us to reduce the margin. 

4971. Is that not possible under conditions as they exist at present?— 
No, under present conditions we do consider it necessary. 

4972. There is a charge often levelled at the Co-operative Movement 
that it takes deposits at very high rates and in .doing so competes with 
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tive Movement should not be allowed to do. How do you meet this charge? 
—T do not think we are receiving deposits at high rates. 

4973. At what rate do you receive deposits?—At to 5 per cent. 

4974. And the Central Banka?—^Thcy take at 0 per cent. 

4975. Mr. Lamond: I should like you to refer to your statement that 
it is not an easy matter to maintain adequate fluid resources in Govern¬ 
ment and Trust securities, as the yield on such securities is generally foimd 
to be more than one per cent, lower than the rates co-operative banks 
have to allow on their borrowed capital. As a banker, it is very difficult 
for me to accept that statement. 1 cannot see why it is impossible for 
you to maintain Government paper?—As I have said already, these in- 
vesi^ients are no investments, we generally lose about J per cent, in 
them but we maintain them as fluid resources. 

4976. I do not see why that should be so. You cannot expect to employ 
all your funds and obtain a return for the full amount. There must be 
a certain amount floating. I understand that the Punjab has the most 
highly developed system of co-operative banking. This is what the Punjab 
Provincial Banking Enquiry Committee says in this regard: 

“Nearly all central institutions have been given overdraft facilities 
by the Imperial Bank against Government securities. This 
accommodation is used almost entirely for the purpose of re¬ 
paying deposits and hardly at all for lending to primary 
societies, and as such it is an important element in the fluid 
resource maintained by central banks and unions.” 

They are perfectly satisfied with the facilities which the Imperial Bonk are 
giving them. 

4977. Mr. Ramdas Pantulu: In Bihar central banks find it difficult to 
invest in Government securities because they themselves pay higher rates 
on deposits. 

4978. Mr. Lamond: The lowest rate in the Punjab is in Jullundur, 
4} per cent. I know that there is a lot of floating capital at that place. 
In Lahore, Amritsar, Sialkot, Ambala, Dharamsala, and Karnal it is 5 per 
cent., in five more places 5^, in twenty-two 6 and in ten over 6. So they 
are not getting money cheaper than you are?—In my part of the province, 
central banks cannot raise below 6 per cent, 

4979. But the Punjab are paying that.—^^No answer. 

4980. In speaking of the Training Institute, what particular type of 
candidates have you in mind?—I was thinking of otticers to run the ad¬ 
ministration, supervisors, clerks and inspectors. 

4981. For the Provincial Bank themselves?—Yes. 

4982. But the Imperial Bank has an ambitious scheme of training; 
present .50 per cent, of the Imperial Bank’s supervising officers arc Indians 
trained lay that Bank?—May be: I have no knowledge. 

498.3. But you make a definite statement that “the local joint stock 
banks including the Imperial B.ank of India do not provide any facility for 
Iho practical training of candidates in banking”?—Probably the.n I am 
wrong. 

4984. Chairman: Eegarding crop loans, your point is that if the loans 
which the central banks make to primary societies could be divided into 
two classes, i.e., crop loans in regard to which there will be a separate 
class of paper, and also long-term loans, then the separate class of paper in 
"regard to the crop or short-term loans might become paper which ,'caxi be 
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accepted by the Imperial Bank or other banks. Is this a feasible proposi¬ 
tion? From what little I know about the co-operative business, when a 
primary society makes a loan to a ryot, that loan may ostensibly be tor 
a short-term purpose, but the ryot in the present state of his education 
cannot distinguish between his short-term requirements and his long-term 
requirements?—That is so. 

4985. That is the reason why outstandings arise. In the Ptmjab they 
spread the period of recovery over a certain number of years. Would it 
be possible under those conditions for your primary societies to agree to 
a short-term paper and a long-term paper? 

4986. Mr. Devadhar: With reference to the classification of loans, I 
understand the practice is for the co-operative inspectors often to ascertain 
from members the period within which loans could be repaid. If it is a 
crop loan, the period is generally 12 months, but loans for investments, 
such as purchase of bullock or implements, or for sinking of wells, are 
made payable within two year.s. 

4987. Chairman: But having got the loan, does the ryot always stick 
to the period of repayment?—I am asking this because some of the Pro¬ 
vincial Beports say that from the practical point of view it would be im¬ 
possible to enforce a distinction so far as the ryot is concerned, between a 
short-term loan and a long-term loan?—With the education that he has, 
it would be. 

4988. The Madras Committee say that it would be difiScult to enforce 
this distinction. The Bihar and Orissa Committee say “it is frankly 
admitted by several co-operative witnesses that loans ostensibly taken for 
one pmpose are sometimes used for another ”. Until this difficulty is got 
rid of, it would be most difficult, if not impossible, to pursue the sugges¬ 
tion?—If you wait for the ryots’ education before you introduce it, pro¬ 
bably it will take years, but if you introduce it and make the men under¬ 
stand, my own idea is that the Bihar and Bengal ryots are clever enough 
to follow it at once. 

4989. Apart from the question of crop failure in which case the period 
of repayment has to be extended, there is this difficulty. The poor ryot, 
having got the money, spends it. He does not keep separate accounts as 
to how much he spends on the production of his crops, how much on the 
marriage of his daughter, how much on sradh, and things of that sort. 
Therefore the whole account is mixed up. That being the position, I put 
it to you from the point of the co-operative movement, whether the 
primary societies will accept this discrimination between the two c'asses?— 
It would be difficult in the beginning, but I submit that if we start it and 
teach the rvot, it would be much easier than waiting till the ryot came up 
to this standard. 

4990. Mr. Lamond ; Have you made the ryots realise that on a certain 
date a certain amount has to be repaid?—Yes. 

4991. Mr. Manu Subedar: Do they have control of the funds made out 
of the sale of +he produce?—Absolutely not, because we have not been 
able, to free them from the mahajan. 

4992. The control is in the hands of the creditor?—To a certain extent 
yes. 

4993. Even if they realise the obligation, they have not the ability to 
fulfil it?—Yes, there is the debt redemption. 
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4994. Chg,irman : The debt redemption is another difficult problem. If 
you give Es. 100 to a ryot from the co-operative funds to help him to re¬ 
deem his debt, j'ou cannot thereafter take any steps to stop him going the 
next day to a mahajan and getting another Ks. 100?—^In a way we can 
restrict it, but we cannot stop it. If we take the collateral security of his 
property, no shrewd mahajan will advance him money. 

4995. Is that a correct statement?—There are various classes of 
mahajans down to the Kabuli. If a mahajan lends money on insufficient 
security, of course he gets back his money in some way. I was only re¬ 
ferring to the general proposition.—In your province an attempt was made 
at debt redemption in certain places in Chota Nagpur and you know what 
happened to that experiment. 

4996. Is it your intention that branches of a provincial bank should 
take the place of the present central banks or should work side by side 
with central banks?—We informally consulted the llegistrar of Co-operative 
Societies and not finding any response from him, we did not proceed with 
the matter. 

4997. What is the idea of your scheme?—You have the apex bank and 
then central banks at various places. Let us assume your apex bank is 
at Patna and the central bank at Bhagalpur. Is it part of your scheme 
that there should also be a branch of the apex bank at Bhagalpur?—^No. 
We want that such of the central banks as are not flourishing should be 
taken up as our branches, and there are certain undeveloped lireas where 
we can have now branches. 

4998. Therefore you do not intend that there should be a branch of 
your bank at places where a central bank is going or can go on ?—No. 

4999. You said that non-credit work has not been started and that there 
was not a single co-operative sal(“ society working in Bihar and Orissa, 
also that if there were advisory boards working with branches of your apex 
bank, they might help in this work. Have not the central banks got ad¬ 
visory boards?—They have. 

5000. There are central banks for a group of villages or sub-division. 
Therefore they are in a better position to establish local touch than your 
big apex banks. From what you told us yesterday, I gathered that you 
have very great sympathy for the development of the co-operative move¬ 
ment, including co-operative sale societies, and you have worked at it for 
13 years. Why it is that so far not a single co-operative sale society has 
been established on successful lines in your province?—I suggested yester¬ 
day that unfortunately we have been dealing with things v.ffiich have a 
local market. If we begin to deal with stuff which we could export in 
large quantities, perhaps success could be achieved. 

5001. You referred to there being no lack of workers. If it is so, why 
have you not succeeded in starting a co-operative sale society for gur or 
for chillies?-—I do not go so far as to accept that there is no want of 
workers. There is want, but not very much. 

5002. Even taking your statement in its qualified form, why in ffae 
last 13 years have no co-operative sale soi.ieties for gut or chillies been- 
started?—That will be for the Department to say. 

5003. The Eegistrar has always supported the idea of co-operative sale 
societies, therefore how can you take the department to *ask? Tf they 
bave failed, the reasons for their failure must be quite different?—With.'iut 
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suggesting that they followed the wrong lines, my idea is that they hav^ 
not followed the right lines. 

5004. Why has not your bank, either directly or through its central 
banks, made any efforts in this direction?—We do not initiate these 
things. Constituted as wc are, we have nothing to do with them. We 
are only there to see to the adjustment of finance between the central 
hanks, but we can go out of our way and advise. 

5005. I believe you have certain advisory functions and that will not 
take you out of your way. Would it be against custom or standard 
arrangements as prevailing in your province if yc u gave advice to a central 
bank that they might foster the starting of a co-operative sale society for 
gur?—If we did it directly, it would probably not attract attention. We 
can certainly go through the Registrar and the Director of Industries, 

5006. It means that you then woilv through the Government channel. 
Why should not your central bank get hold o£ workers in a particular 
locality which is a centre for the production of gur and advise them to 
start such a society and then go u|) to the Registrar for sanction?—1 
could not tell you whether it was atierupted or not. Wo have no local 
knowledge. Prcbably they started and failed, probably they did not get 
workers. What it is, it is more than I can say . 

5007. So far as I am concerned, I can only look upon your evidence a« 
the statement of a theoretical thinker who has had no experience?—1 am 
sorry, probably that is not my position. 

5008. Dr. Hyder: In connection with the sale societies, taking the 
different products of your province, e.g., rice, wliich is a staple crop, there 
is not much trading. I'here is trading only locally between the villager 
and the hrpnri? —Yes. 

5009. The province as a whole does not ex]iorb very much rice?—No. 
the percentage has been worked out at 6 per cent. 

5010. I want to bring out the difficulties of establishing a sale society 
whether it be in Bihar or Madras or elsewhere. Take for instance a com¬ 
modity like lac. Do you know that there are violent fluctuations in the 
price of lac?—Yes. 

5011. So that if you really did start a sale society for the sale of lae 
co-operatively, that would not be a very' good commodity, because in ordei 
that your society and its members may not incur a loss, you must fix upon 
a commodity which is not subject to violent fluctuations?—Certainly. 

5012. For the successful running of the sale society you must not have 
too many varieiies of a. commodity, but you must have one quality. 
With regard to the business of sale, you will admit that a higher standard 
of business ability is required than perhaps is forthcoming at present. 
After all, it is forecasting of risks and expert knowledge, and unless these 
are forthcoming, the management is not likely to be a success?—I think 
they are very good reasons. 

5013. The central difficulty would he round th^ Management. In the 
absence of sufficiently trained businessmen in the co-operative Movement.,' 
no amount of enthusiasm would bring sale societies into existence?—1 
would suggest that if we could interest the heparis who are in these societies 
and induce them to come together, it would be a good thing. 

5014. Chairman: They are the people whose profits you want to re 
duce?—But they are not making much. 
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1 thought a little while ago you said they were making good profits. It 
is not consistent on your part to say that those people who come into the 
-co-operative movement try to secure a state of affairs in which their pro¬ 
fits will be reduced so that the agriculturists might benefit?—S'o far as lac 
■is concerned, it is a small crop, they can bind themselves to come 
without loss to any one. 

5015. You want to introduce some arrangement which will secure to 
the agriculturist a greater share of the value of his produce. Obviouslv 
if he has to secure a greater share, somebody else has to lose. The ex¬ 
port price is based on world conditions and that cannot remain fixed. S'e 
if the agriculturist has to get more, the middleman must lose. Is that 
not obvious?—Yes. 

5016. Mt, Lamond : In connection with advances made by the central 
banks to primary societies, what supervision is exercised?—They send out 
bank managers and supervisoi*s to see that money that has been taken for 
a certain purpose is used for that purpose and generaliy to lecture to 
them as regards co-operation. 

5017. Do they report to the central banks?—They take their authority 
from the Federation. 

5018. Dt, Hyder : You made a statement that your Bank maintains a 
full-time Secretary and staff of nine members, but possesses no field staff 
and does not undertake the work of inspecting or supervising and that you 
.go to the central bank for assistance. Ts this correct?—Yes, quite so? 

5019. Central banks have such staff?—Yes. 

5020. Do you lend to societies direct?—Where there is no central bank, 
we depend upon the Advisory Committee and in some cases Government 
also give special officers. Wo do not lend out money to any society or 
person without a recommendation from the Eegistrar. The moral 
responsibility is absolutely on the Registrar. Whether it is a central bank 
or a primary society, we do not advance without a recommendation. 
Even when a recommendation comes, wo go through the annual report., 
we discuss the matter and if we find we could accept them, we lend; 
otherwise -w-e refer the. matter back to the Registrar for further information. 

5021. Mr. Devadhar: In reply to a question by Dr. Hyder, you said 
that there is a lack of intelligent lead givi-n to ])cople in the matter of 
organising sale societies. 

5022. Dr. ITyder: I was trying to make out that the difficulty of sale 
societies lay in the Management and in securing proper trained men. 

5023. Mr. Devadhar : Was not the same d'fficulty experienced or ex¬ 
pressed bv people when thev thought of organising co-operative banks?— 
Yes. 

5024. Chairman : In spite of its functioning for the last 25 years or 
over, the co-operative movement has spread only to 2 per cent, of the total 
population in your province. Is that so?—^Aes. 

5025. But what I cannot understand is how is it you have not yet 
found fit to start at least one crop sale society, which you say is bound to 
succeed if worked, on a large scale?—So far as I could see, efforts are 
being made. 
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5026. Mr. Hanuias Pantulu \ Do you make any attempt in your province 
to distinguish between short and long term loan applications?—We are 
mow trying to observe that difierence. 

5027. You are not getting separate applications for long and short term 
loans as in Madras. That is what you say?—The present Kegistrar is 
-.taking up the question, and we are gradually moving on in that direction. 

5028. If that system comes into vogue, do you think the conditiona 
would improve very much?—Yes, certainly. 

5029. Mr. Mukhtar Singh : Do you provide finance for landless raiyats?— 
Yes, we do. Honesty and character are the only credit and criterion with 
the co-operative movement. 

5030. You do not mind whether the man is only a tenant or whether 
he is a proprietor of land?—We generally advance loans to all desirable 
.persons. 

5031. Do you feel really that it is possible for a co-operative society 
to give sufficient amount of credit for all the ordinary agricultural opera¬ 
tions of the agriculturists?—No, not for all, mider the present resourcoB. 

5032. Suppose you have a society in a village and it has 300 members. 
Would you be able to meet all their financial requirements?—It is not now 
possible to give all the financial assistance they want. 

5033. Therefore, do you mean to imply that members of your co-opera¬ 
tive societies have to borrow elsewhere us well over and above the 
loans that they get from your societies?—Sometimes they get their h'ans 
from the mahajans as well. 

5034. Then, will the mahajan charge a higher rate of interest to mem¬ 
bers of co-ojierativc societies who approach him for loans?—If he is s 
man heavily in debt. 

5035. Chairman: I think Mr. Mukhtar Singh’s point is this. Let us 
fissume that there is a co-operative society in a village and it has got 20 
members. Quite apart from the redemption of old debt, each of these 20 
members wanted say Hs. 50 each for their crop requirements. Will the 
primary society be able to meet the requirements of its members?—They 
do finance such requirements, no doubt. 

5036. Mr. Mukhtar Singh: But what happens if the crop fails?—They 
are allowed an extension of the period of repayment. 

5037. Have you prepared any statistics for finding out whether the total 
indebtedness of the members of the co-operative movement has gone 
-down really or not?—We have probably not been able to decrease the 
indebtedness, but certainly the indebtedness has not increased. 

5038. Do you mean to imply that their assets have increased and so also 
their indebtedness?—It is probably so. If a balance sheet was made out, 
probably their assets would be better than liabilities. 

5039. Chairman : For his crop expenses and maintaining himself, the 
cultivator according to you is granted adequate loans?—^I think yes. 

5010. But you do not grant them loans for what are called unproductive 
expenses, and therefore from that point of view the actual indebtedness is 
bound to increase unless the assets of these men are sound ?—I agree. The 
only justification for the co-operative movement is to lighten the indebted¬ 
ness of its members. 
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5041. Are there not cases where the provision of facile credit ha«'- 
resulted in an improvident man getting more and more into debt?—Of 
course, there are. 

5042. Mr. Devadhar: When I was in your province some time ago I 
asked your local co-operators whether they will explain to me the difference 
in their method of giving financial accommodation from the sowcar’s 
method, and the answer that I got was that the co-operative movement 
would always cut down the demands of their members for loans, while it 
was reverse in the case of the sowcar who always welcomed debtors and 
even induced them to accept more?—That is the picture. 

The examination of the witness then concluded. 
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SIXTEENTH DAY. 
Friday, the 12th September 1930. 


Present: 


rSir Bhupendra Nath Mitua, K.C.S.I., K.C.I.E., C.B.B. (Chairman). 
Mr. F. V. Eushfortii. | Mr. E. W. Btickley. 

Mr. G. K. Devadhar, C.I.E. 


Dr. L. K. Hyder. ■ 

Mr. V. Eamdas Pantcia: 

Mr. W. Lamond. 

Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. 
Mr. E. P. Masani, M.A. (Joint Secretary). 


Choudhri Mukhtar Singh, 
Seth Haji AbdooijA Haroon. 

(Secretary). 


Mr. Vishnu 'J iinkoru, representative of the Indian Provincial Co-opara- 
itive Banks’ Association, and Secretary, B. & 0. Provincial Co-operative 
Bank, Patna, was examined. 

5043. Chairman: Will you kindly give us some particulars about the 
objects of your Association and its membership?—Our Association .has- got 
its printed by-laws. The main object of the Association is to promote the 
growth of co-operative organisations, to safeguard the financial interests 
of its members and to do everything with the funds available at the disposal 
of the Association to promote these objects. In financial matters, the 
Association, in the absence of an All-India Apex Bank, tries to bring these 
members together by publishing quarterly financial statements and issuing 
forecasts of the requirements of its members. Our membership is confined 
only to apex-co-operative banks of British India and Indian States. 

5044. Therefore your operations do not extend to provinces where there 
are no apex co-operative banks. Is that what you mean?—That is so. 

5045. You state that although co-operative banks in the Bombay Presi¬ 
dency keep short term deposits with the Exchange Banks, the latter do 
not allow even inter-bank call money to the Bombay Provincial Dank 
without asking for security. Will you kindly tell us if this has always been 
the practice of Exchange Banks or whether there has been only recently 
» change in their dealings with the co-operative banks ?—^I think this ques¬ 
tion arose only recently since the suspension of cash credit facilities by the 
Imperial Bank. 

6046. You state that the Imperial Bank is also said to be unwilling to 
give advances to the Bombay Provincial Bank on the security of Govern- 
ment paper. Will you kindly tell us if you have any definite information 
on the subject?—Sir Lalubhai Samaldas Mehta, who is connected with 
the Bombay Provincial Co-operative Bank, in his evidence before the 
Bombay Provincial Banking Enquiry Committee, has said as follows: — 
"This credit, which was not being made much use of, but served as an 
ultimate fluid resource, was curtailed by half and has been stopped this year. 
The ground for this is stated to be the trust deed to secure the debentures, 
under which the trustees have a floating charge on the general assets r,f the 
bank. The interpretation placed by the lawyers on the significance of such 
a charge differs, but for the present the authorities of the Provincial Bank 
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have refrained from further arguing the point with the Imperial Bank of 
India. No credit, in view of this ruling, is allowed even on the security 
of Government paper”. Mr. V. L. Mehta, giving evidence before the- 
Bombay Committee on behalf of the Bombay Provincial Co-operative Bank 
has also said so. 

Mr. Lamond '. This is a legal point. We are not in a position to 
discuss the subject at present. The Imperial Bank when it gives evidence 
before this Committee will put the whole case before it. 

5047. Chairman : You say that if the co-operative banks are required to 
give an undertaking that no business of buying and selling of remivtances 
will be transacted by them at the centres where the Imperial Bank of India, 
has branches, their expansion and usefulness will receive a serious cheek. 
Am I correct in assuming that the undertaking refers to remittances by 
remittance transfer receipts in connection with commission business? If 
so, will you please explain how the untoward re.sult mentioned by you i». 
likely to arise?—What we meant by usefulness was the usefulness t.o the 
depositors. It will also stand in the wav of a rapid remittance of funds- 
from one place to another. 

5048. Is it your point that the co-operative banks should be allowed' 
to make remittances by remittance transfer receipts in connection with the 
commission business?—Yes. 

5049. From what you state, no embargo seems to have been placed on 
your remitting money by remittance transfer receipts in connection with 
your remittances within the movement. It is only when you want to rc’ni't 
money in connection with yoiir commission business that certain restric¬ 
tions have been imposed. How will that interfere with the expansion and 
usefulness of your co-operative banks?—My point is that our deposits also 
get a set-back and this also affects the co-operative movement. 

5050. As matters now stand, are measures which have the effect of 
increasing the deposits in these co-operative banks likely to help in the 
development of the co-operative movement and for the purpose of the further 
development of the co-operative movement in the near future do co-operative 
institutions require any further facilities for the growth of their deposits?— 
In the opinion of our Association, they do require further facilities in rjigard- 
to this matter. 

5051. If they got the money what will they do?—We do not agree with 
the position taken up by some of the Provincial Banking Enquiry Commit¬ 
tees that these provincial co-operative banks have a surplus which they 
cannot invest. 

5052. You listened to the evidence of the previous witness, Mr. Boy, 
who was examined on behalf of the Bihar and Orissa Provincial Co-opera¬ 
tive Bank and you remember he admitted that in the near future there is no 
need for additional resources for the purpose of further development of the 
movement?—Yes, I heard him say so. 

5053. I shall now read out to you certain figures which are before us. 
In the Punjab Provincial Co-operative Bank, in the year 1929 their fixed 
deposits amounted to Bs. 35 lakhs and their current and savings deposit? 
amounted to Bs. 10 lakhs, altogether 45 lakhs, and against this amount 
their investments aggregated to only Bs. 36 lakhs. What do you say to 
this?—The Punjab Provincial Bank was started only about 6 years ago eni 
it is gradually getting a footing in the co-operative movement. 
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6054. Therefore it is I say that the co-operative banks in the Punjab- 
do not stand in need of further finance for the development of the move¬ 
ment?—I am afraid we cannot generalise like that. The figures quoted 
are old ones. The proportion has undergone a considerable change during 
the period that has elapsed since the statement was prepared. On Slst 
March, 1930, the Punjab Provincial Bank had 71 lakhs out of which 35| 
lakhs were invested in Government securities and 35 lakhs in advances to 
central banks. 

5055. Chairman: Have you got corresponding figures for 1929?—I have- 
not got them here, but I can send them later on if the Committee so 
desire. 

5056. Mr. Rushforth: Bo you publish the statement issued by your- 
Association?—No, w'e do not publish it; it is meant for circulation among 
members. 

5057. Mr. Buckley: What is the object of circulating it to members?— 
Just to enable them to see whether the fluid resources which have been 
required by Government have been property maintained by them and 
whether they are running on sound lines. 

5058. Chairman: According to you, these are the latest figures though- 
they differ largely from certain figures supplied to me by my colleague, 
Mr. Eamdas Pantulu. Take these figures as they stand; against deposits- 
of 71 lakhs, you have got, invested in Government securities about 36 1 iklis, 
nearly 50 per cent. There again your statement does not show what is the 
obligatory deposit under the rules of the Eegistrar?—Under the rules of 
the Eegistrar, it will be cent per oent. .of the current deposits, 50 per cent, 
of savings and about 25 per cent, of fixed deposits. 

5059. Take any province: is the position there such that under present 
conditions the co-operative movement is hampered owing to want cf funds- 
or is it such that there is money at the disposal of the co-operative banks 
which is being utilised outside the movement?—The movement is no where- 
hampered for want of funds, but it is hampered for want of funds at & 
cheap rate of interest. 

5060. If the money were available at a cheap rate of interest, would the 
co-operative movement bo able to issue large advances to cultivators than 
it is doing now'?—If not larger in amount, the advances will be issued at 
cheaper rates. 

5061. Therefore it follow's that there is no lack of resources. Now, sup¬ 
posing the resources at the disposal of the Co-operative Movement in the 
Bombay Presidency is 50 lakhs and it issues advances to the extent of the 
full 50 lakhs, w'hatever the rate of interest charged; now, if its resouroes 
are raised to 100 lakhs, what is going to happen to the remaining 50 lakhs? 
—It does not necessarily follow' that we require an enhancement in the 
resources of the Co-operative Movement; we require resources to be made 
available to us at cheaper rates of interest. 

5062. That is quite a different matter.—Our point is that if we advance 
money to the societies at cheap rates, societies will expand much more 
rapidly, and therefore the banks will advance money more rapidly. 

5063. Ts it not a fact that in several provinces the apex bank refuses to 
sanction loans to Central banks or the Central banks to primary societies, 
because they are not satisfied with the object for which the loan i» 
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'demanded?—^When the object is legitimate or is permissible under the Co¬ 
operative Societies Act, I do not know of any instance where the co¬ 
operative barks have refused money. 

5064. Your rates of interest are lower than the rates of the mahajan?— 
They are much less. 

5065. Therefore oven with the present rates of interest there should be 
a large demand on the co-operative banks for advances to the ryot. The 
ryot can go either to the co-operative institution or he can go to the money¬ 
lender, and he is actuallj' able to get loans from the co-operative institution 
at a much lower rate than that which he is asked to pay to the money¬ 
lender. (That was brought out in answer to a question from Mr. Devadhar). 
Is it not therefore natural that the ryot should prefer to go to the co¬ 
operative institution rather than to the money-lender?—Yes. 

5066. Does it not follow therefore that the question of reduction of 
interest is not an essential factor?—In that case we will have to go down 
to the primary societies in the villages. Tl does not necessarily follow that 
all members of one village get loans at the same rate from the mahajan. 
Some get it at cheaper rates; others at higher rates. But when we think 
of the mahajan’s rate of interest we take into consideration the average 
rate only. 

5067. What is the proportion of the agriculturists who get their leans 
from the mahajan at the same rates or oven at cheaper rates to those who 
get their loans from the co-operative institutions?—At least about fO per 
cent., generally speaking, can get cheaper rates from the mahajan than 
from the co-operative banks, 

5068. How does the ryot suffer in that case?—This brings us hack to 
the question of the position of the mahajan. Tlie Co-operative societies 
have got organised credit, while the mahajan has not. 

5069. How does that affect the- cultivator? How does he suffer?—He 
is not sure of getting that help always at the sami; rate; another tiling is 
that he cannot expect to get help whenever he wants. 

5070. In that case he will come to the co-operative institution?—But 
the temptation of getting cheap rates from the mahajan at another time 
is still there. 

5071. But as you admit, these cases are exceptional, and therefore it 
is not possible to legislate for exceptional cases. Hence my statement 
stands, namely, that the Co-operative Movement is not making the fullest 
use of the money available within the movement.—That is because of the 
high rates of interest. 

5072. My colleague, Mr. Ramdas Pantulu, also supports me in the view 
that it is only in exceptional cases that the ryot prefers to go to the mahajan 
instead of coming to the co-operative institution. It has been impc.ssible 
to legislate for these exceptional cases and thereby to lay the door open to 
other serious diiTiculties. If it could be established that if more money 
flowed into the Movement and the rates of interest cheapened, it would no 
doubt benefit the agricultarist as a class, your proposition could not have 
been disputed. As it is, all I can say is that a reasonable and honest critic 
may be excused if he takes the view that at the present time the Co-opera¬ 
tive Movement has more funds than it can usefully employ within the 
movement. 



5073. Mr. Ramdas Pantulu: The fact is that we had to make enquiry 
mto the question as,to why the villagers had resort to the mahajan and the 
answer we got was that it was not because of the rates of interest; it was 
due to the inelastic method of the co-operative movcipent. ' Sometimes the 
co-operative banks to whom application is made for help take as long as 
4 or 5 months to decide whether an advance should be given; by the time 
they can come to a decision, the ryot’s needs are satisfied through the 
mahajan. When the, loan is given the amount is not always sufficient. 
And thus it is t.hat the ryot cannot get away completely from the clutches 
of the village moneylender. 

5074. Chairman : Do you dispute that statement?—No, I am nOt dis¬ 
puting it. 

5075. Therefore, what is required is initially and essentially a reform 
within the movement under which credit facilities would become m-ire 
readily available to the ryot before there is a real demand for additional 
financial resources. I myself am greatly interested in the Co-operative 
Movement and .1 am anxious that the movement should not starve lor want 
of funds. But my object in discussing the question so thoroughly Is just 
to ascertain whether, it more funds were allowed to flow into the movement, 
there would be any substantial gain to the ugriiiulturist until the Movement 
has made certain reforms. 

5076. Chairman: You say that if the co-operative banks are compelled 
to maintain adequate fluid resources without depending for this purpose on 
the Imperial Bank, this can only be achieved by an increase in the rates 
of interest charged on loans. Is it not a fact that generally speaking co¬ 
operative banks possess under present conditions adequate fluid resources 
without depending on cash credit from the .Imperial Bank, owing to their 
inability to utilise the whole of their resources for rendering financial aid 
to their affiliated societies?—I would refer yon to the whole paragraph in 
the memorandum in which this statement occurs. I maintain the state¬ 
ment, 

5077. As matters now stand, in some of the provinces at any rate, the 
provincial banks or the 'co-operative banks as .i whole are not utilising the 
whole of the cash credit made available for (hem by the Imperial Bank, 
and as a matter of fact they have got more resources than they can utilise 
for the time being. If you examine the position in other countries, you 
■will find that they are making the fullest use of their resources (the analogy 
of other countries may or may not be proper!. If there are adequate re¬ 
sources within the movement and the result of that is that the cash credits 
which have already been made available by the. Imperial Bank are not fully 
utilised, where does the difficulty arise?—The distinction is betw'oen 
adequate resources in the movement and adequate fluid resources. ‘Fluid 
resources’ mean resources which are meant for meeting liabilities created 
by the banks for carrying on their work and ‘adequate fluid resources' will 
include liabilities which the banks have to pay as well as the liabilities they 
incur on behalf of central banks which they finance. 

5078. I was referring throughout to ‘adequate fluid resources’ in the 
course of the discussions this morning with the representative of the Pro¬ 
vincial Co-operative Bank. Several provinces, e.g., Bihar, Punjab, are not 
making full use of the fluid resources placed at their disposal by the Imperial 
Bank. On the other hand, they have large amounts of fluid resnirces of 
their own. That being so, how can this result you complain of arise?—As 
a matter of fact, we say that all provincial banks have adequate fluid 
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WBOuroes only from the figures which are supplied to us. We do noti iniowr 
their commitments or their liabilities which might be due. There are 
liabilities, too, of provincial banks to central banks in view of their con¬ 
stitution and functions. 

6079. That is my difficulty. We discussed the case of Bihar and Orissa- 
this morning and I confess that the representative of the Bihar and Orissa 
Provincial Co-operative Bank failed to satisfy me. He ended up by saying' 
that they had adequate fluid resources and produced a letter which wont 
against him.—I do not think this letter which was produced shows any¬ 
where that the fluid resources are adequate. 

6080. Even according to the Registrar’s rule the fluid resources are more 
than adequate—The fluid resources, according to the letter, are Es. 19,42,000, 
invested in Government securities. According to Government orders we 
are required to maintain fluid resources of Rs. 19 lakhs, and the difference 
is only Rs. 42,000. These fluid resources are for meeting the liabilities of 
the bank to its depositors. They do not include the resources which the 
provincial bank will require in order to meet unexpected demands from 
its affiliated central banks. We are a small bank with a working capital 
of Rs. 75 lakhs, workine as an apex bank for the whole province i.e., as a 
banker’s bank, and as I have said, we are required to maintain not only 
fluid resources for meet'n? our liabilities to depositors but for meeting 
demands from central banks also. 

•5081. We examined the position os it stood two years ago and the posi¬ 
tion as it now stands and from the letter produced it did not appear that 
there was a material change. Therefore, in theory, what you say may bo 
all correct.—It is not a theory, I am talking of practice. 

5082. I am talking of practice also. The first practice is that the Re¬ 
gistrar’s rules require you to maintain a certain fluid resource. You then, 
say that you do not consider that to be fully adequate. You want more for 
certain purposes which means that the Registrar’s rules did not take them 
into consideration?—These rules refer only to liquid resources which ara 
required to meet our own liabilities to depositors. There is no rule laid 
down meeting the liabilities of central banks. 

6083. The assumption is that you can meet them from the growth in 
your ordinary deposits or reserves and the experience of two years in the 
case of the llihar Provincial Bank certainly substantiates that assump¬ 
tion?—The assumption is that the fluid resources prescribed by the 
Registrar in several provinces are not sufficient and the provincial- banks 
are therefore maintaining greater resources than have been prescribed 
actually. 

6084. From that I draw Ihe inference that they cannot spend the money, 
within the movement in their own provinces. 'This, as a matter of fact, 
is supported by what is said by the various provincial committees’ '•eports?— 

I will quote only one instance which occurred in Madras. In the course 
of one year there was an unexpected demand of Rs. 45 lakhs duo io the 
withdrawal of cash credit facilities granted by the Imperial Bank to central 
banks and this demand had to be met by the Madras Provincial Bank 
within a period of nine months. 

6085. The incident given supports me rather than you, because it means- 
that thr withdrawal of the cash credit bv the Imperial Bank did rot affect 
injuriously the financial position of the Madras Provincial Bank. My p .ini 
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was that these co-operative banks possess enough of fluid resources to- 
enable them to do without the cash credit of the Imperial Bank. If the 
statement which you have made is correct and if the Madras Bank had to 
replace 45 lakhs of cash credit which the Imperial Bank gave it by nioana 
of its fluid resources and it did not suffer in the process, that only establishes- 
my proposition?—If we refer to the figures, we see that the Madras Pro¬ 
vincial Bank at present has fluid resources and Government securities' 
amounting to 35 per cent, of its total liabilities. There is a substantial- 
fall in resources. What I suggested was that the cash credit facillties- 
were not granted to the Madras Provincial Bank by the Imperial Bank, 
but the Imperial Bank had granted these cash credit facilities to the centra! 
banks affiliated to the Madras Provincial Bank and these facilities had to 
be replaced by Government securities. 

5086. To that extent has the cash credit facilities of the apex bank in¬ 
creased ?—No. 

5087. Therefore, even if the Imperial Bank withdrew this accommoda¬ 
tion amounting to 45 lakhs, the co-operative financial institutions in tlie- 
Madras Presidency as a whole were able to meet the position so created 
by means of the fluid resources at their disposal. That is preciselv v'hat 
I am referring to. If you had referred to the withdrawal of other deposits, 
it might have helped you to maintain your position?—What happened wnfr 
that these 45 lakhs were not met by the provincial bank out of its own 
resources. The demand of 45 lakhs from the central banks was met by 
the Provincial Bank by withdrawing money from the Imperial Bank 
against the overdraft account granted to it against Government securities, 
withdrawal of some of the deposits which the Madras Provincial Bank hacb 
placed with other provincial banks, and acceptance of fresh deposits. 

5088. It met it from other fluid resources at its disposal. That brings 
me back to my point. 

5089. Mr. Lamond: You say in your memorandum " the system of ad¬ 
vances against co-operative paper was therefore very important in Madras 
till it was suddenly stopped by the Imperial Bank of India last vear”. It 
was not suddenly stopped, it is being withdrawn over a period of five years. 

5090. Chairman: I am not questioning his statement. Accepting his 
statement as correct, though the Imperial Bank withdrew the acconunoda- 
tion of 45 lakhs from the co-operative financial institutions, they were able 
to meet it from other fluid resources at their disposal. Had that the effect 
of compelling them to raise their rate of interest?—In the beginning they 
certainly had to raise their interest on deposits for a period of 4 to .'5 months. 

6091. I am referring to the lending rate, and looking at the problem 
from the point of view of the agricu'turist. The withdrawal of fluid re¬ 
sources by the Imperial Bank may hamper the movement in one of two 
ways; it may cornpel the co-operative movement in that province to curtail 
the advances made to the ryot, or it may compel the co-operative move¬ 
ment in that province to raise its rate of interest against the ryot. T am 
only concerned with the ryot, and not with the profit of the hank. D'd the 
first thing hnopen, f.e., did this action of the Imperial Bank compel the 
co-operative hank in Madras, provincial and central, to curtail the advances 
they were making to the ryots? 

6092. Mr. Ramdaa Panfulu: By saying that the Imperial Bank with¬ 
drew fluid resources, I understood you as meaning that the Imperial Rank 
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did not give overdraft on the security of the co-operative paper, but in¬ 
sisted on the whole thing being backed by Government paper?—Yes. 

8093. It is not a question of curtailing fluid resources?—No. 

5094. Take the case of the Urban Bank which* receives deposits at 5 
per cent , and lends to central banks at 6 per cent. The central banks 
give them at 7^ per cent. The margin in the one case is 1 and in the 
other IJ per cent. If you are compelled to keep the whole of the fluid 
resources in Government paper, your profits will go down and therefore 
you can recoup your losses hy putting up your lending rate to the central 
banks, the central banks putting up their rate to societies and the societies 
in their turn putting up their rate to the ryots. You are not on the ques¬ 
tion of adequacy of resources at all?—^No. 

5095. The Madras Central Urban Bank now relies on the Imperial 
Bank’s overdraft on co-operative ))aper to return the deposits. If it is 
called upon to meet liabilities of 45 lakhs all on a sudden it will be greatly 
upset without the overdraft. It will have to default or to borrow at high 
rates or return deposits. 

5096. Either there will be curtailment of credit or there will be putting 
up rates of interest unless you have large amounts of money to meet 
emergencies, because the position of a provincial bank is as a balancing 
centre; it not only takes deposits but also all the surpluses of the central 
banks with the corresponding obligation to meet demands suddenly ?—Yes. 

5097. Chairman : That does not meet my point. I was trying to find 
out what the facts were. The instance you gave was not an instance of p 
rush on the back from its ordinary depositors. It was a demand from the 
Imperial Bank for the return of 45 lakhs of rupees (I shall take your figure 
as the correct one). You said that the provincial co-operative institutions 
had to give up -45 lakhs to the Imperial Bank. Because they had these 
securities, they were able to meet the situation without, firstly, reducing 
the resources available to the cultivator or raising the rate of interest 
against the cultivator. These are facts?—Yes. 

5098. Therefore your statements simply support my proposition that 
you could have done without the cash credit of the Imperial Bank, with 
the help of the resources at your disposal?—This sudden demand from the 
central banks would certainly have depleted their fluid resources to a very 
■dangerous extent. 

5099. Did they? 'Has the Kegistrar of Co-operative Societies held that 
the fluid resources now possessed by the Madras Urban Central Bank are 
inadequate?—Not now, as they recouped their position during the last 
four or five months. 

5100. The instance you quoted was one which happened last year. You 
unfortunately chose an illustration which every moment is going against 
you. If you had said that there was a rush on the part of the depositors 
proper, your illustration would have been unanswerable. My point really 
is that in spite of the Imperial Bank doing this, the co-operative movement 
has not suffered either in the matter of the money which it makes available 
to the agriculturist or in the matter of the interest which it charges to 
the agriculturist. 
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6101. Mr. Bamdaa Panttilu: The Chahsman’s question can be answered 
by you if you know how these transactions affect the Madras Central Urban 
Bank as a result of the additional money having to be found by Govem- 
Aent securities and if you examine the balance sheets as to what the pro¬ 
fits were before and after this transaction, you will have an adequate idea. 
There cannot be any possible doubt, that the profits would go down when 
the entire overdraft is covered by Government paper. 

5102. Chairman: I am not concerned with the profits of the Madraa 
Central Urban Bank; have the resources available to the agriculturist been 
reduced?—The fluid resources of the movement certainly were reduced. 

5103. I think you told us that the fluid resources now existing are not 
in the opinion of the Eegistrar of the Co-operative Societies inadequate?— 
Yes, not now. 

5104. Leaving aside the fluid resources, you have admitted that there 
has been no reduction in the facilities available to the ryot. Has this 
affected the rate of interest charged to the ryot, has it been increased?— 
Not at present. 

5105. I am only concerned with the present and I shall leave the ques¬ 
tion at that. Y'ou state that the promissory notes deposited in the Imperial 
Bank of India as collateral security may be previously approved by the 
Assistant Eegistrar or the Eegistrar. Will you kindly state whether you 
mean that the notes should bo certified ‘good’ by the Assistant Eegis¬ 
trar?—In Bihar and Madras the same system prevails, they are certified 
as ‘in order’ by the Eegistrar. 

5106. You state that the recent decision of the Imperial Bank of India 
not to accept co-operative paper as collateral security must greatly em¬ 
barrass the co-operative movement. Later on you state that the efforts 
made at co-operative marketing of agricultural produce are still very limited, 
and in order that these efforts may be more extensive and successful, ade¬ 
quate facilities for financing produce are needed. Y^ou have no doubt seen 
the views of the Provincial Banking Enquiry Committees on the subject of 
development of co-operative marketing. If so you must have noticed that 
nowhere it is suggested that the development is suffering from want of 
financial resources in the co-operative movement. Do you accept this posi¬ 
tion?—If not will you kindly state in which province the development is 
suffering from lack of such resources?—We have not said that the develop¬ 
ment is suffering from lack of funds at present. When we made that 
statement, we had an idea of the future developments of marketing. 

5107. Have you any views to place before us on the subject of develop¬ 
ment of co-operative marketing?—We have not thought about it. 

5108. You state that in big towns bills of exchange are also used in 
addition to hundis. Will you kindly explain which bills of exchange you 
refer to?—By big towns, I refer to ports and by bills of exchange I mean 
ordinary bills. 

5109. You state that with a view to encouniging banking habit in 
the people Government and public bodies should accept payments by 
cheques on co-operative banks in payment of their dues. Will you kindly 
give us any figures to show how far the co-operative movement in your 
province has encouraged the cheque habit during recent years?—According 
to the statistical data published by Government although the fact is not 
^uite clear, the total value of transactions inehiding business done e« 
jremittanee transfer receipts by cheques is said to amount to Es. 8 crore* 
annually. 
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5110 . My question is with regard to the cheque habit of the people who 
xjperate through cheques on their current and savings bank accounts ?— 
am sorry, I have no details. 

5111. Is it the custom to withdraw monies on current accounts with 
the primary banks by cheques?—^This system is coming into vogue 
^adually. 

5112. You suggest that income derived from Government securities held 
by co-operative banks should be exempted from payment of income-tax. 
What would be your answer to the criticism of one of the Provincial Com¬ 
mittees that it is no part of the business of co-operative societies to invest 
& great deal of their capital in interest-beairing securities and that if they 
•do so, they should, like other investors, be subjected to the deduction of 
income-tax from the return on such investment?—I have only to add this 
to what Mr. Eoy on behalf of the Bihar and Orissa Provincial Bank told 
you in regard to this matter. A good deal of the amount is not invested in 
Government securities and when the excess of income over expenditure of 
co-operative banks is excluded from the application of the Income-tax Act, 
it will not be equitable to make the Act applicable to income at the 
source. 

5113. There is no good of your putting that question to us. It is a thing 
for your Movement to answer. Therefore your view is that it is not 
equitable to make this charge?—^Yes, that is so. 

5114. Mr. Ramdaa Pantulu: Is it not only as part of your business that 
you have to deposit your money in Government securities to enable you to 
meet urgent calls by keeping your funds liquid? So, you are not investing 
your money for investments sake?—^No. We are doing it only as a part of 
0111 business. 

5115. Chairman: It has been suggested that interest derived from Gov¬ 
ernment securities held as an investment of the fluid Eeserve should’ be 
exempt from income-tax but not the interest on securities held for any 
other reason, for example, temporary employment of funds during the slack 
season. Would that satisfy you?—I have nothing more to add. The 
arrangement will satisfy us. 

5116. Mr. Ramdas Pantulu: Have you made any attempts in your 
province to start land mortgage banks?—^No attempts have so far been made. 

5117. Are there any great difficulties in the way of doing so?—No en¬ 
quiries have yet been made in regard to this because the subject is consider¬ 
ed to be still in an experimental stage. 

5118. So all your long term requirements are being at present met 
through the rural credit societies. Is that so?—Yes, as far as it is possible. 

5119. Do you think it is sound business to dispense long term credit 
through these rural societies?—^It is not safe to do so. 

5120. Therefore, is it your view that most of your troubles arise from 
the dispensing of long term loans through village organisations. Is that 
so?—That is exactly so. 

5121. You are of the opinion that village societies are not fitted to give 
out long term loans?—^Yes, I agree. 

5122. Mr. Devadhar: From the trend of many questions that have been 
put to you in v/hich the leanings of the Imperial Bank towards the co¬ 
operative institutions have come in for large criticism, may I ask whether 
you have noticed any definite change in the attitude of the Imperial Bank 
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-with regard to the co-operative movement?—^There has been some change 
•during the last 8 or 4 years. 

6123. Is that due to the method of working of the co-operative institu¬ 
tions ?—The general belief is that the co-operative institutions are becoming 
very strong and also being Government managed bodies they are also 
gradually coming into competition with the Imperial Bank in regard to 
deposits, commission business, etc. 

5124. Your idea is that because the bulk of the co-operative business ia 
increasing, it has struck some fear in other quarters?—Yes, because the 
popular belief is that the co-operative banks are trying to do commercial 
banking as well, although it is not a fact. 

5125. Could you tell me the total amount of the turn-over of the co¬ 
operative movement all over India compared with that of the turn-over 
of the Imperial Bank of India?—^By turn-over I mean the basis on 
which profits are calculated. What is the turn-over of the Co-operative 
movement?—^It is something like Bs. 30 crores. 

5126. And what is the turn-over of the Imperial Bank?— 

Mr. Lamond: I might tell you that it is over Es. 70 crores. I mipht 
at the same time add that we have no such fear that the co-operative 
movement is working in competition against the Imperial Bank. 

5127. Mr, Devadhar: The internal improvement which you suggest iB 
more or less in regard to improvement of the delays which is caused to the 
"borrowers from co-operative societies. Do you mean to say that they take 
a long time to decide whether an application for loan should be granted or 
not?—Of course, that causes delay. 

5128. If that is so do you think it is due to something lacking in the 
Begistrar’s office or do you think it is due to delay in your Provincial Bank 
itself?—It is both. 

5129. Mr. Ramdas Fantulu: Do your applications for loans come through 
the Eegistrar in Bihar and Orissa?—^Yes. All applications for loans must 
first be approved by the Begistrar before they are passed oh to us for 
disposal. 

5130. It is not so in Madras. 

5131. Mr. Devadhar: Would you view it as an indication of a serious 
draw back in the existing co-operative machinery?—I would not call it 
much of a draw-back, but there is no doubt room for improvement. 

6132. Supposing for argument’s sake we say that nothing should be 
■done in the matter of improveiment of the existing co-operative machinery, 
unless this defect is rectified, would you agree to that proposal?—It 
would be wrong in principle to do so. 

5133. Mr. Mukhtar Singh: You say that the success so far achieved in 
co-operative marketing is conspicuous only where commercial crops like' 
jute, cotton, jaggery, and oilseeds, are concerned. Can you give any 
reason why co-operative marketing has failed in other cases?—1 do not say 
it has failed, but I only say it has not been so successful. My view ifl 
that it will succeed where the necessary concentration can be achieved 
^th a view to export the produce for sale elsewhere. 
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5134. Do I understand from this that you consider co-operative market¬ 
ing will be a success only in cases of exportable articles?—1 do not mean- 
or intend articles exported abroad. I refer only to articles not consumed' 
locally but sent out to other parts of the country. 

5135. In the case of articles consumed locally how is it you do not 
approye of co-operative marketing?—like the idea no doubt, but my only 
fear is that it may not prove successful. 

5136. I cannot understand why you make .a distinction between the 
two?—The whole idea is that in the case of articles for local consumption, 
there may not be enough crop for sale. 

5137. Chairman: Is it your point that in the case of articles for local 
consumption the cost jf management of the sale society would be high 
and so it would not be a sound business proposition?—That is another 
reason. 

5138. Mr. M'li’hhtar Singh: Is it you view that such marketing should 
he restricted only to the persons who are members of the society or could 
it deal with the commodities of other producers as well?—That will go 
against the very idea of co-operation if non-menibers are permitted to have 
a share in these sale societies. 

5139. How is it so?—The members will anyhow have a distinct ad¬ 
vantage over non-members, in that tlio former will not have a share in the 
profits while the latter will?—That will then reduce a co-operative society 
to the status of a commission house. 

5140. Mr. Ramdas Pantulu: What vve found in the Miidura district in 
Madras was that the middle-men used to purchase the goods from the 
raiyats and sold them through the societies and made all the profits. So 
it is that we had to make a definite recommendation in the Eeport of the 
Townsend Committee that the whole business should be confined to mem¬ 
bers. 

5141. Chairman: The non-members will make use of the society as and 
when it suits them to do so and there will not be a moral binding on them. 
Is that not so?—Yes. 

5142. And even in the case of members loyalty has been found wanting 
and that is the reason why in many provinces these co-operative sale 
societies have failed?—That is quite true. 

5143. Mr. Devadhar: It is being gradually realised now that unless 
some such facilities arc given to the agriculturist to enable them to repay 
regularly their loans, it would be impossible for the co-operative banks to 
make any advance, which means that the agriculturist will be discouraged 
in having dealings with the banks?—I can quite see your point. 

5144. Chairman: There is the sales society. The agriculturist for the 
crop finance has got to go to the sowcar because there is no credit society 
working in conjunction with the sales society. If he has got to get hia- 
finance for his crops from the sowcar, then he goes into the clutches of the 
sowcar and must take his produce to the sowcar. There is no help for it. 
Now, if there is no legal obligation and if on a certain occasion the agricul¬ 
turist does not take his produce to the sowcar, the sowcar will say, “You 
took money from me but you took your crop to the sales society. There¬ 
fore now do not come to me for help; go to your sales society for the finance- 
you. need , 

5145. Choudhari Mnkkia/r Singh: To whom do you sell his produce?—- 
It Is sold to the merchants; there is a market for it. 
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5146. So it is like the other banya shops?—With the difierence that 

.profits in a banya shop belong to the banya himself whereas the pro¬ 
fits in this sales shop go to the ,society. 

5147. In your memorandum, you have said, “The Co-operative Banks 
■Wider letter No. 1244-A. G. It., dated the 29th September 1924, from the 
Secretary to the Government of India in the Department of Education, to 
the Provincial Governments, are forbidden from doing any exchange busi¬ 
ness.”. What do you mean when you say that Government has forbidden 
you from doing exchange business ?—We mean free remittance business 
for the purpose of exchange business. 

5148. Chairman: Mr. Mukhtar Singh, kindly read further and you will 
find what the Government’s intention is. It is clear that they have no 
objection if you remit your money on your own account. 

5149. Choudhari Mukhtar Singh :■ In the next paragraph you say again 
‘‘Exchange business is a perfectly legitimate business for co-operative 
banks and societies to undertake”. Do you here also refer to free remit¬ 
tance business?—Yes. 

5150. In your memorandum, you say, ‘‘The Royal Commission CHi 
Agriculture in India in discussing the form of State-aid recommended that 
the moat suitable form in which State-aid can be granted to the Co-opera¬ 
tive Movement, is to guarantee interest on debentures issued repayable in- 
20 or 30 years with a view^ to provide the much needed long term capital 
for the movement at a reasonably low rate of interest ”. Do you mean 
to say that Go'-ernment should make money available to you?—Our inten¬ 
tion is that Goverri'ment should only guarantee interest on long-term 
debentures for the. finance of the societies. 

5151. What is the duration of the advances you have made for land 
improvement?—5 to 10 years. 

5152. In cases where the improvement is made in the land, does the 
Government enhance the revenue also on account of that improvement?—- 
In Bihar and Orissa we have the zemindari system; so there is no enhance¬ 
ment of rent. It is a permanent settlement. 

5153. Do the zemindars themselves make any improvement?—We do 
not know any such cases. 

5154. Mr. Ramdan Pantulu : Arc the members of your society tenants 
of permanently settled zemindars?—They are only tenants. 

5155. No man whose rent is settled permanently is a member of your 
Association ?—No. 

5156. Choudhari Mukhtar Singh: In your memorandum, you have sugr 
gested, ‘‘With a view to encourage the marketing on co-operative lines of 
the agricultural produce of members of societies, .cheap and long term 
capital is required for the acquisition or construction of godowris in rural 
areas. The Co-operative banks of the country are not in a position to pro-: 
vide the required capital at a low rate of interest for the long period it is 
required,”. Here, are you referring to marketing societies or to the sale 
and purchase societies?—There are no marketing societies; wc have only 
purchase and sale societies; but godowns are certainly required for which 
a lot of capital would be required:. As it is, the societies have not got 
any godo’^s of their own. 
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5157. Mr, Ramdat Pantulu : On this question of the erection of godowna 
4or the storage of the produce, let me tell you that the Madras Government 
have been very generous in promising to lend money at 5-J per cent, to the 
sale societies, if the latter are going to build godowns. But what we have 
found actually is that the outlay on the erection of godowns at 5^ per cent,; 
comes to so much that the rent that can be expected to be realised from 
these godowns does not cover even the interest. Therefore we are not able 
to take advantage of the Government’s generous offer. Do you therefore 
expect the Government to advance money to the sale societies at less than 
5^ per cent, when they themselves are borrowing at times at 6 per cent ?— 
Even at this rate we are not able to have the benefit of the Government’s 
•offer as the rent that can be realised from the godowns is hardly sufficient 
to cover the interest at which the Government is prepared to lend. 

5158. Therefore unless the Government were able to make a free loan 
or a loan at a very nominal rate of interest, the concession in your opinion 
would be immaterial?—Quite. 

5159. Choudhari Mukhtar Singh : Have you studied co-operative banking 
as it is practised in the United Provinces?—I have studied the reports of 
the Begistrar. 

5160. Can you tell me why they have not made any headway there?— 
Perhaps the societies are not functioning well there; but I have no personal 
knowledge. 

5161. Mr. Ruahforth-. Why should you ask for favoured treatment for 
your investments in Government securities?—I think you know that the 
profits of the co-operative banks are exempt from income-tax. If the 
balance of income over expenditure is exempt from the operation of the 
Income-tax Act, then it would not be proper to charge income at the source. 
That would be worse still. 

5162. Supposing you invest in income-tax-free Treasury Bills, would you 
ask for a subsidy?—Treasury Bills have been introduced only recently; 
they have not been in force for more than two years. 

5163. But would you to that extent ask for a subsidy?—It is not a 
subsidy we want. All that we say is that if the profits are exempt from 
income-tax, it is not equitable to charge income at the source. 

5164. Has your Movement done anything to tap the hidden hoards of 
India?—All the Provincial Committees have reported that the Movement 
has done that. 

5165. Mr. Ramdas Pantulu: If you are to maintain fluid resources in 
the form of securities and such securities are exempted from tax you have 
no grievance?—We have got to keep that under the statute. In assessing 
our profits and losses, supposing a society makes a loss still we shall have to 
pay tax on the securities as a separate item. 

5166. Mr. Devadhar: You say that you do not claim assistance frorq 
Government by way of subsidy but that you would like to secure exemp¬ 
tion?—Yes. 

6167. I think you admit that the nature of the work done by tha 
Co-operative Movement is more by way of social service than by way of 
profit-making. Well, if that be correct, then I think that the demand for 
exemption should come under the category of social service?—I adinit that 
the Co-operative Movement was not started with a view to making'profits* 
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Jt was designed more to render social service to the community than to 
Junction as a mere business concern for the sake of earning profits. 

5168. Chairman: The point is that under some local provision or under 
the terms of the bond the society has a prior claim on that land. ^ Is that 
not so?— We are required to mortgage the property with the society and 
then only the loan is advanced by it. 

5169. Thereafter if he goes to a sowcar and takes a loan from him, thera 
will be a second mortgage. If again thereafter the society gives a third 
loan, the society’s loans have precedence over the loans given by the 
sowcars?—Yes. 

5170. Mr. Lamond: Does this statement apply to the whole of India?— 
I have made a general statement; it applies to the majority of the 
provinces. 

5171. Choudhari Mukhtar Singh: Even if it be a loan for two years you 
will take a mortgage for the land?—Generally in Bihar and Orissa we take 
mortgages if the amount of the loan exceeds Es. 100. 

5172. Chairman: Therefore it is not a question of short-term loan?— 
It is not a question of short-term or long-term loan. We take a mortgage 
in all cases where the amount of the loan exceeds Es. 100. 

5173. Mr. Lamond: So that your remark really applies to Bihar and 
•Orissa?—I have said that it applies to most of the provinces. 

5174. Chairman: What is now disclosed has a very important bearing 
'on the point raised by you. It is not a question of short-term or long-term 
loans even in Bihar and Orissa. The mortgage is taken on'y in the case 
of loans which exceed a certain amount; that amount in the case of some 
societies is Es, 200, in the ease of some others, Es. 100?—That is so. 

5175. Mr. Buckley: Are these mortgages registered, .and if so with 
whom?—They are registered with the local registration authorities. 

5176. Mr. Lamond: In your memorandum you make a suggestion that 
co-operative banks ought to be allowed to use Government funds for the 
purpose of doing exchange business at places where the Imperial Bank has 
no branch, and refer to currency locked up in Government treasuries 
What particular funds do you refer to as locked up in Government 
treasuries?—I refer to revenues collected. 

5177. They are placed in the currency chest in treasuries?—It takes 
some time for them to be released. 

5178. The Government at present issue supply bills and telegraphic 
transfers on all producing centres at l/16th per cent. You propose to take 
over the Government funds, do this exchange business which Government 
is now doing and take the profit. Is that a fair proposition?—I think our 
proposal is that supply bills and telegraphic transfers should be supplied 
to co-operative societies at par. 

5179. M^hy should you take the commission which Government is now 
making on these transfers?—For expeditious transfer of funds. 

5180. Suppose I am a cotton merchant in Bombay, I want two lakhs 
of rupees at, say, a sub-treasury in Berar, where the bank is not repre^ 
sented. I go to the Treasury in Bombay, pay my money plus exchange 
■and get two lakhs at the sub-treasury. You say that is putting down the 
co-operative bank. Government will have received that money, shroSed 
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it, kept it ready for payment and instead of getting its profit of l/16th, you 
say they should give it to you for nothing?—The supply bills are issued under 
some previous arrangement. 

5181. My point is that Government will be transferring the profit they 
are now making on these transfers to the co-operative movement?—Gov¬ 
ernment is not doing it for profit. 

5182. They are moving their funds from the upcountry treasuries to 
Bombay by issuing supply bills on which they get l/16th?—But they 
never issue unless they have funds for transfer. 

5183. Chairman: The point is this. In your memorandum you say 
“ If therefore a means can be devised to release the currency locked up in. 
Government treasuries for the use of local merchants through co-operative 
hanks by permitting the latter to do exchange business, the feeling of 
.stringency is sure to be less acute with the passage of time Mr. Lamond 
says that there is no question of funds being locked up, because at the 
treasuries where money is collected, it is immediately placed into the 
currency chest as currency reserve and money is taken from the currency 
chest at some other place where there is a demand for it. Therefore what 
you suggest will not in any way help the feeling of stringency, because 
under present arrangement the money is transferred without any de'ay to 
the place where it is required. To this you have not given any answer. 
All you said was that Government should give you the concession to transfer 
funds by telegraphic transfers. Mr. Lamond asked you whether this 
arrangement would not result in your getting the income which now accrues 
to Government and therefore to the general tax-payer. Even to that you 
have not given any answer. You said that this transfer will not take place. 
There is no doubt that it will take place. At present Government is re¬ 
ceiving a certain income and that income, I think, goes to make up for the 
cost of remitting money between the different centres. 

5184. Mr. Lamond : The point is that Government are enabled to transfer 
their revenue from a producing centre to a main currency office. 

5185. Chairman: Your proposal amounts to a subsidy, i.e., you say that 
the tax-payer should forego this income and hand it over to the co-opera¬ 
tive hank without any reduction in the labour of Government in connec¬ 
tion with the shroffing of currency. 

5186. Mr. Ramdas Paniulu: Yo say in your memorandum that “the 
land revenue so collected accumulates in Government treasuries without 
any outlet whereby it could be made available for the financing of local 
trade. The agriculturist at the same time markets his produce and the 
merchants require money in mofussil towns for its purchase. At this time 
of the year the Government treasuries in mofussil towns possess funds but 
cannot release them for the use of local merchants.” I want to know 
why they cannot release the funds?—^They do not release the funds locally. 
By treasuries I include sub-treasuries also. 

5187. Chairman: Do you agree that the statement “at this time of the 
year the Government in mofussil towns possess funds but cannot release 
them for the use of local merchants” is not a correct statement?—was 
not aware that Government released funds locally. 

5188. Dr. Hyder: You say that co-operation should be included as % 
subject for study for the examination of the Institute of Bankers. You aar*- 
a banker?—^Yes. 
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5189. Is there any difierence between co-operative banting and any 
other kind of banking, say, commercial banking?—What you really want is 
that the law applicable to co-operative banks should be known to the people 
BO that boys who really want to go back to co-operative societies which 
need their service as bankers should know what the law applicable to co¬ 
operative societies is?—^Yes. 

5190. Have the boys who appear for such an examination also to take 
up a thorough study of the Act?-—^Tbc Act will not help them much in 
co-operative banking, because there are other technicalities too. The func¬ 
tions of co-operative banks and co-operative societies are different from 
those of joint stock banks. 

5191. Mr. Lnmond- Would you propose then that the candidates for 
co-operative banking should have a special examination?—I would suggest 
that it should form a i)art of their training. 

5192. Of every candidate?—Not for commercial banking 

5193. You would have a separate paper for co-operative banking?—Yes. 

5194. Is not that a matter for the Society of Co-operative Bankers? 
Would it not bo better to have a separate Institute?—No. 

5195. Mr. Ramdas Pantulu: Most of the principles of banking are the 
same; therefore, if you want to get a proper employee for your bank, you 
not only want a man who knows somotliing about co-operative banking, 
but one who knows all about banking. Therefore he will be fully qualified 
if he gets his training in the Institute of Bankers and all that would be 
required would be a separate paper on co-operative banking. 

5196. Mr. Lamond: There is a difficulty in that the co-operative banks 
cannot expect to employ boys who pass the examination from the Institute 
of Bankers as they would already be in a bank. You will therefore have 
to train your own men, 

5197. Dr. Hyder : There was a question about income-tax. It seems 
to me that if you choose the treasury bill, you can escape income-tat 
altogether?—We cannot invest all our money in treasury bills, because the 
period is very limited. 

5198. Treasury bills are more liquid than the other securities?—The 
yield in comparison is also very little. 

5199. How many years have you been the Secretary of this Associa¬ 
tion?—This Association was organised only two years back. 

5200. How' long have you been in the co-operative movement?—For 
nine years. 

5201. You say that the margin between the lending rate and borrowing 
rate is diminishing?—It is. 

5202. Your view is that as the Co-operative Movement spreads this 
margin becomes less and less between the lending rate and the borrowing 
rate?—Yes. 

5203. For the margin to diminish or for these two rates to approximate 
to each other, either the lending rate must fall or the borrovdng rate must go 
up ?—The borrowing rates are decreasing, the lending rates are also decreas¬ 
ing. The point is that if the lending rates decrease at a faster rate than 
the borrowing rates, the margin also decreases. 
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6204. I cannot understand the statement in your memorandum where- 
you say: “The variations in the lending rates of Provincial Banks to Central* 
Banks in different provinces are due, either to the different monetary condi¬ 
tions of the places served by the Prov-ncial Banks, or to the latter’s in¬ 
ability to raise the required money at a lower rate due either, to the rapid 
expansion of the movement, or to its recent organisation.” You say that 
in some provinces there is a variation in the lending rate and you say 
either it is due to certain monetary causes or it is due to inability of these- 
banks to borrow more money?—Yon must take the paragraph as a whole 
and not an isolated sentence. In referring to variations in the lending rates- 
of Provincial banks to Central banks, I have in view the lending rates of 
different provinces. 

5205. Therefore in some provinces the leading rates must also go up?— 
They do not go up or go down, there is a difference between the lending, 
rates of provincial banks and central banks in different provinces. 

6206. You say that in some provinces there is this difference, in others 
there is so much difference?—I have explained the differences between the 
lending rates and borrowing rates, e.g., the lending rate of Bombay is 
lower than the lending rate of Bihar. This has no connection with the 
margin, the margin is on the decrease. 

5207. Is it correct to say that as the co-operative movement spreads 
co-operative banks will have to pay more to attract deposits?—No. What 
I have said before, and what I submit again, is that the borrowing rates* 
are certainly decreasing, but the lending rates are decreasing faster. 

5208. Mr, Devadhar: You said that you follow certain canons so far as 
apex banks were concerned. Are not the canons of co-operative banks the 
same more or less?—There is slight difference. 

5209. When loans are sanctioned by co-operative institutions, you 
generally take into account 83 per cent, of the value of the assets?—Yes. 

5210. Whereas when loans are negotiated by a commercial bank or a 
joint stock bank, sometimes on the strength of the block, the money 
advanced is something between 40 to 50 per cent?—That is so. 

5211. It is not therefore the case that those who are in charge of the- 
co-operative banks take greater precaution about their finance than the 
ordinary commercial banker?—Quite. 

5212. Is not there a greater restraint?—There is certainly greater.- 
reslraint'. 
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SEVENTEENTH DAY. 

15th September 1930. 

Present; 

Sir Bhupendra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chairman.y 

Sir PuRSHOTAMDAS Thakurdas, Kt., C.I.E., M.B.E. (Vice-Chairman.)... 

Mr. D. P. Khaitan. Mr. E. W. Buckley. 

Mr. F. V. Eushforth. Mr. Jadu Nath Eoy. 

Mr. Manu Subedar. Choudhri Mukhtar Singh. 

Dr. L. K. Hyder. Mr. Jamal Mahomed. 

Mr. V. Eamdas Pantulu. Mr. Nalini Eanjan Sarkar. 

Mr. W. Lamond. Seth Haji Abdoola Haroon. 

Lala Harkishen Lal. i 

Mr. V. K. Aravamudha Ay.anqar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masani, M.A. (Joint Secretary.) 

Professor P. J. Thomas, Professor of Economics, Madras University 
was examined. 

5213; Chairman: You are Professor of Economics in the Madras Uni¬ 
versity and you were also a member of the Madras Provincial Bankings 
Enquiry Committee?—Yes. 

5214. You have put in a note in the Eeport of that Committee and’ 
you have practically sent us a copy of that note as your memorandum-* 
and you wanted to be orally examined by this Committee on the basis 
of that. Is that the position?—I did not simply copy out the note. L 
have taken relevant portions from the same and have also modified the- 
same in certain respects. 

5215. Except that you have not sent to us the first part of that note,, 
you have sent us all the other relevant portions. Is that so?—Yes. 

5216. Your memorandum is less comprehensive than your minute o^ 
dissent?—That is so. 

5217. You are of opinion that a more careful study of mortgages thaa^ 
has been hitherto attempted seems to be absolutely necessary not only 
for estimating the total indebtedness of the Madras Presidency but also 
for ascertaining whether as a result of indebtedness land changes hands- 
nearly every generation. The usual information available in the Sub- 
Eegistrar’s office is not sufficient in your opinion and you suggest that to 
draw reliable conclusions we should have to carry out detailed enqxiiries 
into the history of mortgages in typical regions and must trace the course 
of each of the mortgages registered in the last 10 or 12 years. Can you^ 
give us an idea of the machinery required for such an investigation and 
whether you think the results obtained would be commensurate with the 
trouble and expense involved?—A more careful study of mortgages is, 
in my opinion, necessary for various reasons. Firstly, mortgages seem to, 
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^36 more common in Madras than elsewhere perhaps due to the predo¬ 
minantly ryotwari tenure. Thus, while the United Provinces with a 
population of 45 millions has only an average annual mortgage debt of 
Es. 7'4 crores, Madras with a population of 42^ millions has had for the 
last 10 years an average mortgage debt of lls. 20 crores. Yet in some of 
the northern districts land owners are said to be averse from mortgaging 
their land. This is not true of the greater part of the presidency. Thus, 
mortgage debt is the very core of the problem of indebtedness. Secondly, 
several witnesses who appeared before (he Madras Committee have pointed 
out that land changed hands very frequently in the villages. If the 
purchasers are agriculturists, not much harm is done economically by such 
a change, although socially it^may be an evil, but if land passes into the 
hands of non-cultivating money-lenders, that niav result in an economic as 
well as social loss to the community. The, enquiries so far made, which 
are meagre, do not help us very much, but judging from the growth of 
tenancy at the expense of ownership in the presidency, the presumption 
is that a good numher of the new owiuirs arc non-cultivating. This point 
requires to be ascertained. 1’hirdly, if the operations of the Tamd Mort¬ 
gage Banks are to succeed, we must h.ave an accurate picture of the causes 
and modes of mortgages and their many sided economic incidence. Lastly, 
it is also worth while verifying the accuracy of the assumption made in 
the Madras Report that the total mortgage iridebtodness at any time may 
be obtained by adding up the mortgage debt of the throe previous years. 

In my minute I have shown reasons for dissenting from that view. The 
best mode of carrying out such an enquiry would be, first to divide the 
province into a few natural regions, and then to study all the mortgages 
in a few typical villages in all of those regions. The bare facts of the 
mortgages may be obtained from the Sub-Registrars’ offices, but the actual 
history of the transactions can be studied only by going to the villages and 
answering a questionnaire in regard to each mortgage. Side by side with 
this, I would also advocate an extensive enquiry to be carried out by 
circulating a general questionnaire among Registrars of each district. I 
have already prepared both the questionnaires and I propose to get two 
research students to carry out this work, but the nature of the work is 
such that no satisfactory results could be achieved without the active co¬ 
operation of registration and revenue officers. Whether such help will be 
forthcoming or not, I do not know; but my experience is that officers of 
Government are generally reluctant to supply such information. The cost 
of such an enquiry cannot be large. Four investigators on Rs. 75 per ^ 
mensem (plus travelling allowance) working for six months or a year will 
be able to gather as much information ns is needed for the general purposes 
in view. Accurate statistics exist in all civilised countries about mortgage 
indebtedness and they are serviceable for more purposes than one. Now 
that we are engaged in devising schemes for agricultural credit, an enquiry 
like the above seems to me of prime importance. 

5218. Am I correct in assuming that you consider that 4 investigators 
on the salary you proposed will be able to carry out the intensive and 
extensive enquiries .contemplated by you?—^Yes, they will be able to carry 
out the intensive enquiries in a few selected areas only. 

6219. Therefore, you do not want this intensive enquiry to be conducted 
throughout the province but only in typical villages in certain selected 
regions of the province?—Yes, that is my point. 



5220. And for this purpose you consider 4 investigators on Es. 75 per 
mensem for 6 months would be adequate?—^Yes, provided the right type of 
villages are chosen with the help of the revenue and agricultural officers. 

6221. What advantage would you derive from such an investigation? 
Your first point was that the Madras Committee made a mistake in. 
assuming that the mortgages are for 3 years. Here, Mr. Hood has explain 
ed the position in a supplementary note published in the Madras Eeport.. 
He says “It has never been suggested that mortgages last only 3 years 
but it was suggested that while some are paid off and others increase, some 
are cancelled or superseded after a year and others persist for 10 or 12' 
years before being cancelled or replaced by a new document, on an- 
average they last about 3 years, but at any time that average includes some 
of only one year’s duration and many others of much longer durations 
than three years. Mr. Thomas’ figures in part support this contention”. 
What is your view?—^What I have said is that the average of 3 years willl 
give only a portion of the total mortgage indebtedness. Most mortgages 
run a longer term and a large number lasts the limitation period of 12 years 
and they are ended by selling the property. The conclusions of the Bengal 
and the United Provinces Committees seem reasonable. 

5222. You said that conditions in Madras were special because in. 
Madras settlement was mostly ryotwari. What about Punjab? Do youi 
know that zemindars there really mean agriculturists?—I suppose it is so. 

5223. Therefore you do not know apparently the conditions all over 
India?—My knowledge is certainly not perfect, but I know Mr. Darling- 
has made a special study of this in Punjab, and I am acquainted with it. 

6224. What enquiries that Mr. Darling has made have been made for^ 
the purposes of his book. Is that so?—^I suppose it is so. 

5225. Do you know in how many villages he made this intensive 
enquiry for the purpose of his book?—I cannot say that offhand, but T 
think he did make enquiries in several villages. 

5226. From the Punjab Eeport it is not clear whether they made any- 
intensive surveys or not, as you suggest. You said that these surveys are 
required for the purpose of Land Mortgage Banks. How will that enquiry 
help you?—We can find out the nature, conditions snid incidence of 
mortgage indebtedness. 

5227. That will not prove to be of much use for the Central Banking 
Committee. It may or may not be a matter for Provincial Governments 
to act. When the Board of Economic Enquiry comes into being as sug¬ 
gested by your Committee, it will be for that body to make further enquiries, 
into the matter.—I admit that so far as the question of commercial credit 
is concerned, such an enquiry will not be much helpful, but in the deter¬ 
mination of the best means for providing agricultural credits such an en¬ 
quiry may be useful. 

5228. Is it your submission that until such.a careful enquiry has been 
made land mortgage banks should not be started?—They have already 
been started in Madras. 

5229. Therefore how do they affect the question of agricultural credit 
for long term or even the establishment of a lon^ mortgage bank. When the 
necessity for long term loan has been established and banks have already 
been started for doing long term business, I don’t see how a more accurate 
estimate of-the period of mortgage can affect even the question of rural 
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^nance?—Land Mortgage Bank no doubt transforms old mortgages into 
periodically repayable mortgage debt, and in doing so it requires exact 
■details regarding the nature of indebtedness, etc. 

5230. Before they pass final orders sanctioning a loan do not the Lftnd 
Mortgage Banks make their own enquiries? (Am I correct in my state¬ 
ment, Mr. Ramdas Pantulu?—Mr. Eamdas Pantulu: Absolutely). 

5231. Chairman: 1 hope the Board of Economic Enquiry when estab¬ 
lished in your province will seriously take up this question. My point is 
that this Committee has nothing to do with these intensive surveys you are 
referring to?—What I say is that lands are passing away from the hands 
of cultivators into those of non-cultivators. 

5232. That again is a matter which does not arise from the banking 
point of view.—I admit it is not the case of the banking question. 

5233. Therefore, you do not think that this Committee need stay its. 
hands in-order to enable the enquiry suggested by you to be made?—I 
never intended to suggest it. 

5234. If this Committee endorsed the suggestion made by your Com¬ 
mittee and almost all other Provincial Committees in regard to the 
formation of a Board of Economic Euquhy as it exists in the Punjab, 
would that satisfy you?—^The United Provinces Committee for example 
has made a more thorough study of mortgages and for the sake of uni¬ 
formity and for the supply of similar information about other Provinces^ 
such a supplementary enquiry seems to bo necessary. If, for example, 
the Government of India wanted to have accurate information regarding 
long term credit all over India they will be able to get it so far as the 
United Provinces is concemad from that Province’s Report, and perhaps 
■of certain other Provinces, but if they turn to the Madras Report they will 
find very little concerning it, although Madras ranks first among the Pro¬ 
vinces in the matter of moidgage indebtedness. 

5235. You will find that every Provincial Committee has said that time 
did not permit them to make accurate enquiries and the details which 
they have arrived at are more or less guess-work. It is quite possible that 
for administrative requirements better estimates are required. In every 
Provincial Report you will find estimates and they themselves admit that 
they cannot fully vouch for the estimates and every one of them say that 
further investigations should be made and they end up by making a recom¬ 
mendation for the establishment of a Board of Economic Enquiry. That 
is a concrete proposal which in view of what has been stated my Com¬ 
mittee would be justified in supporting if they thought it necessary to 
do so but in regard to going into details in what direction this intensive 
enquirv should be done is too much for this Committee to be asked to 
4 o?.__My point is, now that we have a comprehensive enquiry on hgxni, 
would it not be better if you made a recommendation to the various Puo'- 
vinces pointing out the deficiencies in the information collected by them 
and the further lines on which they should supplement the information, so 
gained. 

5236. That is not our business at all except possibly to support the 
recommendation of the Provincial Committees in regard to the establish¬ 
ment of Boards of Economic Enquiry as I have already said. Having 
done so, it should thereafter be left to the respective Board to find; out 
whether the enquiry made by the Provincial Committee is defective or 
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inadequate in any respect and then supplement it by further intensive 
enquiries. Anyway, vvc will leave it at that. 

5237. Mr. Ramdas PuntHlu '. 1 have made certain enquirie,s in regard 
■to this matter and I am led to believe that it is impossible to get at the 
purj)oso for which the oiiginal loan w’as made; 1 am also convinced that no 
Economic Hoard Enquiry, such as you suggest, can succeed in ascertaining 
the exact purpose. i\Iy feeling is that it cannot help very much the banking 
problem eithei'.—I am afraid T do not agree. [ maintain it is possible in, 
a majority of wises to discover the exact object for which a loan was 
originally taken jirovided tbormvgb and searching enquiries are conducted 
on the lines I ba^c suggt'sted. 1 am not advocating any exhaustive 
<‘nquirv: T only recommend a study in typical regions so as to have an 
accurate picturi' of the whole thing. 

5238. Ha\e you I'ead the mortgage bonds yours('lf?—Yes, I have, and 
that is j\ist the reason why T am not satisfied by tlie statements in the 
bond. ]5ut the facts could be ascertained by enquiry on the spot. The 
intensive enquiries conducted by the Madras (,’ominittec, unfortunately did 
not include the mortgages as a s|)ecia1ity and so not much useful information 
was collectf'd by the invo.stigators in that line. 

5239. Do you know that uo land mortgage bank ever cares to enquire 
into the ohjvcf of the binding prior debt?—^My point is that an enquiry 
of the kind will help yon to find out why the debt increased and that might 
enable you to ]irevent (at any rate place a elicck on) the I'vot borrowing 
unnecessarily. 

5240. Chairman: Plow can you make it impossible for the ryots to incur 
debt? I have gone into this question dee])]y with the Land Mortgage 
Bank authorities at Bangalore and 1 admit that it is 'impossible to take 
any iiraetieal steps which will prevent the agriculturist from contracting 
a debt. All tliat is jn'obably done is that on the .security of the land, on 
which loan has licen given to the agriculturist by the land mortgage bank, 
further loan can he given to him by the ordinary money-lender. Of course 
tlun-c are other wavs too. 

5241. Chondhari Muhhtar Singh: On page 81 of the Madras Com¬ 
mittee’s Bepot't we find “The-effect of such indebtedness is the constant 
change in ownorsliip of land. But the bulk of fbe lending is done by ryots 
and the land changes bands from one ryot to another.” Now this is a 
definite finding by your Committee?—I do not think that statement is 
correct, unless you include in the term “ryot” non-cultivating land-owners. 

5242. Do you mean to say that this is only an impression of the members 
of the Committee and that it was not based on regular investigation?— 
T cannot say that, but T can read out passages from the written memoranda 
submitted to the Madras Committee to show that land has passed from 
the cultivating to the non-cultivating classes. 

Chairman: Mr. Mukhtar Singh, I think that factor does not affect our 
deliberations and conclusions. 

Chondhari Muhhtar Singh: It does affect ns, Sir, in this way. Tf the 
land is passed from the cultivating to the non-cultivating class, we have 
to provide against that contingency. 

5243. Chairman: We as a hanking Committee? I have read the 
Central Provinces Eeport which says, the loss impedimenta there are on 

2h2 



564 


the transfer of land, the better chances of the agriculturist getting credit^ 
and with this view Dr. Thomas agrees. 

5244. As regards the Nidhis and Chits you think sufficient 
information has not been gathered and that therefore you are not in » 
position to assent to the conclusions covering their present position and 
future working. Will you tell us if there is anything in the conclusions 
or recommendations of the Madras Committee that is not warranted by 
any information that you possess ?—My chief criticism of the report is that 
it has not gone far enough. The conclusion that the Nidhis of to-day 
have been working on better lines is unwarranted by the following facts:—^ 

(i) The first Nidhis were all mutual benefit societies, pooling small 

savings of people; to-day most of them are profit-making 
commercial banks. 

(ii) Although Nidhis come under the Indian Companies’ Act, tha 

bye-laws of several Nidhis provide for the reduction of share 
capital without reference to court. Share loans are common 
with most Nidhis and these undermine their stability. The 
oral examination of Mr. C. V. Venkataramana Iyengar has 
brought out this fact very vividly. 

(iii) Several witnesses who came before the Madras Committee have 

given evidence about the questionable practices of the 
Directors of Nidhis. I will read out to you in this connection 
what Mr. L. W. Thompson, Income-tax Officer at Coimbatore, 
has said. He says, “Unfortunately however, owing to the 
confidence previously engendered in the public numerous 
other Nidhis have sprung up which are not properly conducted. 
The banks’ secretaries or managers concerned have been 
running this type of Nidhi purely for their own personal profit. 
They get money from the confiding share-holders and instead 
of investing it to the best advantage, they make loans to 
people of no standing and to their relatives or other friends. 

■ and in a few years’ time the Nidhi has to go into liquidation 
owing to its being unable to recover the loans advanced. 
These failures, which have been increasing in number in the 
last two or three years are beginning to shake the confidence 
of the investing public so that even the well-conducted Nidhis 
are feeling the effects and the prospects of fresh Nidhis being 
formed are greatly jeopardised. The Eegistration Department 
exercises no proper control and although there are numerous 
instam;eg where prosecution is called for and is desirable in 
the p'miic interest they go scot-free because there is nobody 
to take the matter up and hold the necessary investigation. 
The share-holders are either too ignorant or too poor to move 
in the matter and the directors are close friends or relations 
of the Secretary.” I have quoted all this to show some of 
the questionable practices, which require to be closely watched 
in the interests of the public. 

(iv) There are too many varieties of them, ranging from the pure 

mutual benefit society to the profiteering commercial bank 
living on usury. 
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^ 5245. But the Madras Committee have in paragraph 460 of their Report 
-said, “We do not think that it is desirable to standardise and stereotype 
an institution which is still in an evolutionary stage”.—I do not agree 
with the Committee on this point. 

5246. Further, in the same paragraph, they say, “The fewer different 
hinds of banks and institutions there are the easier will it be for the general 
public to get to know the details with which they must be familiar if they 
are to take the fullest possible advantage of the facilities provided.”—^Now 
there is a contradiction in that. I am of opinion that they must be brought 
under one of two categories; either they must become in name as well as 
in fact commercial banks; or they must elect to remain mutual benefit 
societies. 

5247. I think that in making that recommendation the Madras Com¬ 
mittee’s intention is that no drastic steps or shanges should be made in 
regard to institutions particularly in an evolutionary stage, though they 
admit that the ideal should be as stated in the last sentence of psiragraph 
460 of their Report. But my point is that even admitting that the state¬ 
ments to which you refer are not wholly correct, does the inaccuracy affect 
their suggestions for development which are given in paragraph 462 of 
their Report? It is these that we are really concerned with. If the 
Central Committee are going to examine the accuracy or otherwise of every 
line included in the Report, obviously they will have to do the entire work 
all over again. We must therefore look to their specific recommendations. 
In paragraph 462, the Madras Committee recommend that these Nidhis 
^ould be developed in strict conformity with the Indian Companies Act.—. 
That can hold good only if the Nidhis become joint stock banks; but most 
of them are working as mutual benefit societies only to help their own 
members. 

5248. Don’t you think that it would be better if they were absorbed in 
"the Co-operative Movement?—That was the idea originally, but when the 
Co-operative Societies Act was passed in 1904, it was not done. In my, 
opinion it would be possible to bring some of the genuine Nidhis of the 
old model into the Co-operative Movement. 

. 5249. Mr. Khaitan: In addition to the point raised by you in your 
evidence, is there any other point that you would like to place before the 
Committee?—There are many cases of fraudulent action. 

5250. Is there anything else apart from fraud?—There are malpractices 
which are referred to by certain witnesses who appeared before our Com¬ 
mittee. I am not in a position to read out to you the passages, as I have 
not got the books. 

5251. Could you send us a note setting forth the points which would 
require the Committee’s consideration?—^I shall do that. 

5252. Sir Purshotamdaa Thaknrdaa : In paragraph 7 of the Minute of 
Dissent you say that “the questionnaire contains no specific reference to 
the Nidhis, and naturally there is little information about them in the 
written evidence.” In the questionnaire issued by the Madras Provincial 
Committee a note is given: “By indigenous banking is meant all banks 
and bankers other than the Imperial Bank of India, the Exchange Banks, 
Joint Stock Banks and Co-operative Banks. It includes any individual or 
•private firm receiving deposits and dealing in hundis or lending money.” 
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Do vou not think that this made it clear to witnesses that ‘Nidhis’ were 
included under the heading indigenous banking?—Yes, only in a general 
way. The Verification of this lies in the fact that the niemoranda that 
came from Coimbatore (which contains nearly half the total Nidhis) con¬ 
tained very little information about them. Had they been asked pointedly, 
more information would have been forthcoming. 

5258. Your complaint is that in your questionnaire the word ‘Nidbi* 
is not specifically used and referred to?—^Yes. 

5254. May I ask if you suggested it when the questionnaire was 
drafted?—I certainly did it. 

5255. And it was turned down?—^Yes. I said that "Nidhis and chits’ 
should be specially enquired into us they are not found in other parts of 
India, and as they show features which need careful watching. 

5256. You feel that if in the questionnaire the words ‘Nidhis and chits’ 
were specifically used, more Avitnesscs would have dealt with these insti¬ 
tutions than have done at preseid ?—I think so. 

5257. And the Committee turned it down when the questionnaire was 
being drafted*?—Yes, even afterwards I urged that the matter should be- 
enquired into further, but it was put off and later wc found we had not the- 
time for it, and therefore I shall not blame the Committee. I might also-' 
say that at the bottom of it all was the assumption held by certain persons, 
that what Sir Frederick Nicholson wrote in 1895 held good at the present 
time. It was definitely pointed out that it vvas not so and that consider¬ 
able changes had taken place, but until the Committee actually went to 
Coimbatore—which was in March—this was not recognised and hence the 
trouble. 

5258. May I draw your attention to Mr. Hootl’s reply to your minute 
regarding nidhis and chits w'hero he says ‘All the evidence which Mr. 
Thomas asked for regarding these w'as obtained. further suggested 
that the Committee should go back to Coimbatore to study the uiatter 
again. The majority of the Connnittoe considered that this was quite 
unnecessary as it had alreaidy camped in Coimbatore for some time but 
it was suggested that if Mr. Tliomas wished he might go back to 
Coimbatore and himself make any further enquiries he saw fit. He 
declined to do so?”—^Further enquiry was being put off and the sugges¬ 
tion that I might go W'as made to me when -we w-'ere discussing rhe middle 
or later chapters of the report. It was certainly too late and the Chair¬ 
man, who made the suggestion, expected me at the same time to remain 
in Madras and join in the discussion of the Report. 

6259. Mr. Hood does not say when he suggested it.—It was done Avhen 
we were daily discussing the final draft of the report and hardly two weeks 
before we signed it. We had to do it all in a hurry as the Committee had 
to be wound up on the last day of April. 

5260. The report of the Madras Provincial Banking Enquiry Comm't- 
tee says that ‘‘there are in existence at present 228 nidhis about 70 years 
after the first was founded.” 'Then a list of nidhis in distress is given. 
But can you direct me to anything in the report which gives information 
as to the total number of nidhis registered since the institution was started 
the total number which has gone into liquidation and the number at present 
on the list as working nidhis?—^All the information that the Committee- 
gathered is in the report; I do not think we have gathered any other in¬ 
formation. 



6261. Can we get them?—We can certainly get them from the Madra»^ 
Eegistration oflBces and other sources. 

6262. It is said that in ten years 118 liquidations have taken place. 
What would be the total number of liquidations in 70 years?—It must be 
a large number. In 1925-26, large numbers were wound up. 

5263. Your Committee did not go into it?—No. 

5264. Was it a very laborious task?—^Possibly the importance of it was- 
not grasped, or grasped only at the last moment. 

5265. Chairman : in paragraph 17 of your note you stress the need for 
a rediscounting system with a growing bill market and in paragraph 24 you 
suggest that a. concentrated eftort must be ma,dc for the education cf 
businessmen in the use of bills. Will you kindly state by whom the effort 
should be made and what practical steps should bo taken to encourage the 
use of bills? Are you aware of any practical difliculties that stand in the 
way of businessmen ov bankers in the creation of a bill market and the 
development of trade acoeptana' credit?—The practical difficulties in the 
way ot a bill market arising in India are: (i) the conservatism of the 
traders who hold firmly to ‘open accounts’ and ‘cash credits,’ (ii) the 
reluctance of bankers to discount bills, (iii) lack of supporting documents, 
e.g., wkirebouse receipts, railway warrants, but this is not regarded as so- 
essential for inl,an;d trade bills in other countries, as Sir Henry Strakooh 
has pointed out, and (iv) the stamp duty on bills which has resulted in 
resort to other media than usance bills. The difficulties may be got 
over by the combined efforts of Government, banks, railways and the 
business community. Govemmont must establish a proper Keserve Bank, 
reduce or even abolish stamp duty on bills and licensed warehouses. Bail- 
ways may open warehouses and issue, receipts and other instriiments of title. 
Banks must also change their methods of business, and indigenous bankers- 
must specialise; as nccoptances houses, bill-bi-okers, discount houses and 
so forth. The rise of a discount market has many advantages: (a) traders 
could keep their resources liquid, (b) the seasonal strain on currency could 
be, reduced when more trade bills come to be discounted during the busy, 
season, and (c) re-discounting operations will enable the Central Bank to 
control the money market and thus bring down the high rates of interest. 

5266. You say that banks must change their methods ot business. 
What precise changes do you recommend?—I think the banks in India 
are generally reluctant to accept bills and discount them. At any rate 
this kind of business is not so very popular with the banks. Whether it 
is due to their extreme conservatism or whether bills are not adeqiiately 
supported by documents of title to goods I do not know. I am not in a 
position to go into that matter in detail, but tny information is that there 
is a good deal of conservatism on the part of bankers and they are not 
prepared to change their methods, as for instance, banks in the United 
States have lately done. 

5267. Then you are not in a position to develop the point and say what 
banks should do to help in the matter. If the present difficulty, so far 
as the banks are concerned, does arise from want of bills properly secured, 
then of course the banks can do nothing, but you say that you have no 
personal experience of the matter?—^First of all, the idea that all trade 
hills should be supported by a document is not warranted by the practic* 
elsewhere. I find, according to the opinion of Sir Henry Strakoch who is- 
•ertainly a great authority, that inland trade bills on the Continent and in 
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IBnglaad are not always accompanied by supporting documents, and so 
long as the parties are known to the bank their bills are discounted and re- 
<iiscounted finally by the Central Bank of the country, 

6268. Then they become, accommodation bills—^May be. If I sell 
Es. 800 worth of goods and the person who buys from me is a manufac¬ 
turer who manufactured the goods in his factory, I have got to wait for 
two or three months until the bill matures. If the bill is supported by an 
^loeepting house there would be no difficulty for the bill being discounted 
without the supporting documents. 

5269. That, in fact, amounts to an advance being made on the personal 
security of the person—^Yes, why not depend on personal security, In the 
case of people who are properly secured by their financial position? 

5270. The difficulty in this coimtry, particularly in the case of the 
Indian merchant, is that he is reluctant to disclose his financial 
position to the banker; at least he does not maintain that amount of touch 
with his banker as is existing in western countries. Is it within your ex¬ 
perience that where he is in a position to disclose his financial position and 
the bank considers it to be satisfactory, the bank does not grant the facility 
you refer to on personal security?—^My own knowledge about it is that 
many businessmen who are doing very good business cannot approach the 
Imperial Bank because their worth is not known to them and they have 
always to go to a shroff (a Multani in the case of Madras), sign a hundi 
and get money at a higher rate of interest than the Imperial Bank would 
he prepared to advance. 

6271. He cannot produce an annual audited balance sheet and there- 
fore he may be unwilling to go to the Imperial Bank and disclose his 
financial position?—That may be a defect, but I was wondering whether 
it is not possible for banks to show greater readiness to discount trade bills 
than they are doing now. 

6272. Mr. Lamond: Talking about these advances by the Multanis, in 
many cases the Multanis take security from borrowers when they take a 
iill and pay money. If the Imperial Bank were to go direct to these 
borrowers, it would mean giving a clean advance on one signature and it 
is not in the power of the man who wants the accommodation to create 
the necessary security that the Imperial Bank wants? 

5273. It takes a little time. The borrowers are preparing securty 
which we can take to a much greater extent than they were doing—As an 
•economic student I feel that this disparity between the rate at which a 
businessman can get his advance and the rate at which the Imperial Bank 
discounts a trade paper is very great in this country and should be reduced. 

5274. There is a great improvement in that respect and it takes time 
for people to get used to new ideas.—^Possibly. 

5275. Br. Hyder: Do you object to the disparity or to the extent of 
the disparity?—Of course to the extent of the disparity. 

5276. Mr. Khaitan : In other countries trade bills are not always sup- 
3 )orted by documents of title to goods. But are you aware that merchants, 
e.g., in Bihar and the United Provinces, when they send goods to Calcutta 
for sale, send a railway receipt direct to their Commission agent in 
•Calcutta and then draw a hundi, oftentimes payable at sight, sometimog 
usance hundis payable by the Commission agent to serve as advance 
■against the goods already sent to the Commission agent? This hundi is 
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diBcounted by the drawer in Bihar or U. P. with some indigenous banker 
and the latter sends the hundi to his agent or his own branch firm or hn^ 
oflBoe in Calcutta to be presented to the drawee, who is the oommissiooi 
agent, and the commission agent meets the himdi either when it is 
presented or on the due date. Does a similar practice prevail in the 
Madras Presidency?—I think it docs. 

5277. Then you agree with me that hundis do exist which are dis- 
coxmted by indigenous bankers but which are not supported by documents 
of title to goods?—Certainly there are hundis which are genuine trade 
bills. 

5278. Is it your complaint or grievance that the joint stock banks do 
not like to discount these hundis when they are not supported by docu¬ 
ments of title to goods, whereas indigenous bankers, to the extent of their 
resources, are found willing to discount them?—^Yes. 

6279. Is it your suggestion that hundis should be supported by doou- 
ments of title to goods so as to be discounted by indigenous joint stock 
banks or that indigenous joint stock banks should, in the interests of trade, 
change their methods and discount them unsupported by documents of title 
to goods—I do not think I can support the latter proposition, entirely, 
although I agree that in the case of hundis which are genuine trade bills, 
banks should accept them without any supporting documents. 

5280. What about the other class of Hundis? So far as I have 
observed, the majority of bills are not supported by documents of title to 
goods, but are discounted by indigenous bankers. You have already said 
that you do not like that this practice should be continued—^I do not know 
if that is sufi[icient to meet the needs of inland trade in the country. For 
one thing, the indigenous traders in the south have not such extensive 
trade connections as you think they have. I do nOt know the case in other 
parts of India. 

5281. Your point is that the resources of indigenous bankers are not 
sufficient to meet the needs of trade in this respect?—^Yes. 

5282. Would you not therefore advocate that some system should be 
devised whereby the resources ^ indigenous bankers should be increased 
in order that this necessity of trade may be fully met?— I quite admit that 
it is necessary to devise some method. 

5283. Therefore, would you recommend the grant of better facilities to 
indigenous bankers? I am repeatedly asking you because you said you 
would like that bills should be supported by documents of title to goods 
rather than that the bank should change their methods—^My idea is that 
the indigenous banker is now doing a very valuable function, but he might 
specialize as real bill-brokers or—accepting houses. We require discount- 
brokers and bill-brokers in this country. 

5284. It would be much better if you do not introduce these words, dis¬ 
count-broker and bill-broker; they are quite different things altogether— 
Nor am I saying they are the same. 

6285. On this particular point, would you like that the trade methods 
should be altered or the resources of the indigenous banker should be en¬ 
larged—^I want that the trade methods should be altered and I want both. 
The indigenous banker’s resources must be increased, provided 
he falls into line with the needs of rediscount banking. 
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51286 In the first instance, the indigenous banker should' discount the 
biundi, theo he should re-discount it with a joint stock bank. Is ihat 
■^yhat you are suggesting?—^Yes, certainly. The indigenous banker must 
be given facilities to rediscount the hundis when he requires cash. 

5287. That is what I am saying and it means that he must get greater 
facilities—^Yes, I agree with you then. 

5288. In giving him greater facilities, would you insist that trade 
methods should be altered, namely that the bill must always be suppartsd 
by documents of title to goods? On the one hand, you said that in other 
countries the system of attaching documents of title to goods is not the 
invariable practice of hanks in discounting or re-discounting bills; on the 
other, you said that you would like trade methods to he (iltered in India?— 

I am not competent to say whether we should adopt e?i hlnr the system 
obtaining in other countries, but in the, conditions of India which are not 
80 developed in such matters, it might probably be best for us to adopt 
the other system of creating and discounting and re-discounting trade bills, 
supported of course with the necessary documents. I find that the United 
States also are following such linos and particularly in a country which is 
undeveloped as India is, we cannot follow the more developed methods of 
Epgland. 

5289. I may tell you that India has been fo]lo%ving the more developed 
methods even now? There is the indigenous banker’s signature, Iho signa¬ 
ture of the drawer and the acceptance of the drawee can also be got. Are 
not these three signatures sufficient securities?—They might be, 

5290. Mr. La mom/: J do not (juite., see \our difficulty. If a discount 
limit is given to a Mtiltani, he knows where to make tliat limit available. 
If he has branches, say, in Shikarpur. Bombay, Madras, Ooimbat-,ire, ete,, 
and he has a five-lakh limit, he might- usk for a lakh limit in each of these 
places. There is no qiu^stiou of discounting the bill at the place whore 
he advances the money—It may be true that (he Multani is able to do it. 

.5291, But what about other hanki^r.sV—.\ny other local banker ca» 
make similar arrangements. The bills should be discountable, whether 
they ai-e supported by documents or nol. if (he parties are known to the 
bank. 

5292. It is not usual (o discount without limits. 

5298. Mr. Khaitan: May I expl.ain to you the difficulty of attaching 
documents of title to goods in all cases? The railway carries certain 
goods, say, from Patna to Calcutta, in 2t hours’ time. The trader draws 
the bill with .80 days’ usance, discounts it with an indigenous banker, the 
indigenous banker may rediscount it- with other firms, and so it rnight pass 
through 15 hands and may not roach C.aleutta for the next 15 days. If 
the goods arrive in 24 hours, they may be incurring demurrage, and the 
commission agent will not he able to take delivery of the goods.—I quite 
admit that will happen in the case of the transmittance hundi, but there 
are other hundis. 

5294. They are accommodation hills. iNo documents of title are 
attached to muddati hundis?—agree. 

5295. Take again the case, of the manufacturer. The manufacturer 
produces goods, and keeps them in his godown. He wants advances OH 
the security of .these goods. There are no licensed warehouses, therefor* 
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there are no warehouse receipts to be attached and he still wants money 
^0 carry on his business. He cannot have a cash credit account with the 
bsHik. He therefore draws a bill on the general security of the goods that 
he has and makes some arrangement with the indigenous banker and the 
latter has the security of the goods to discount the hundis of the manu¬ 
facturer. Where is the document of title to goods to be attached?—^But 
how will the joint stock bank be able to discount a hundi of that nature? 

5296. On the security of the various signatures—^If the indigenous 
banker and the party are well known to the particular joint stock bank, 
it might be discounted. 

6297. Mi‘. Khaifaii: May I give you another instance. Supposing 
cotton is sent from Tinncvelley to Calcutta. It comes by rail to Madras 
and thence by steamer it is sent to Calcutta. It is not ]iossiblc to attach 
docuuK nts of title to the bill.—-yes, I agree. 

5298. CliainiiaiL: Anyway ue need not press the niatto' too much. At 
the present moment undoubtedly advances are made by the Imperial Bunk 
on a large scale on what may termed personal security and without any 
security of gtxjds. That is l\^PLamond’s point. But a limit is naturally 
placed on advances on petsonal security. But in the other cases where 
bills arc really genuine trade bills advances are made without any limit. 
You are not wholly correct when you referred to the American system. 
The real position in regard to the American system is ns follows: — 
“Bankers’ accoptancos, other than those accejited or endorsed by member 
banks, shall be eligibk' tor purchase only after the accc'))tor has furnished 
a satisfactory statement of finnuoiul eonditioir iu form to be approved by 
the Federal Beserve Board and has agreed in writing with a Federal 
Iteservi' Bank to inform it ny)on request concerning the transactions 
underlying such acceptances”. There too advances may be given or the 
banker’s accoptiince may be purchased if the purchaser is satisfied about 
the financial position of the party that issued the, acceptance?—Tliat may 
be true. My point is why there should be such limits placed and why the 
Imperial Bank or the Ttoserve Bank should not rediscount more hundis 
than those indicated by the limits. 

529t). Apparently you have no actual knowledge iu regard to those?—Of 
course I am not a j)ractical banker. My whole point is that there is room 
for impr(n('nieni in tlu' existing state of affairs. 

5300. Since you can possibly make no concrete suggestions for making 
improvements in that matter, we will leave it at that. 

53pi. You state that you sec no reason why commercial banks should 
not accept notes of agriculturists of good standing whoso farming business' 
is conducted on businesslike lines on condition that their crops are 
hypothecated to them and suggest that any steps that might be taken 
in this direction should be on the lines of the Agriculturists Credits Act 
(1928) of England. Will you kindly state what provisions of the Act you 
refer to?—I have not got a copy of the Act, but I refer to Part 11 of the 
Act which deals with Short term credits. I can explain to you what I 
mean in regard to this. The particular aspect of the Fjnglish Agricultural 
Credits Act, that I should like India to adopt is that relating to making 
the loan a charge on the borrnwear’s crops and otlier property hypothecated. 
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He must therefore be debarred from selling such property and in oeitain 
ciroumstanoes the lending bank must take possession of it. Steps must 
also be taken to prevent the raiyat from pledging the same property for 
two different loans. Section 19 of the Co-operative Societies’ Act of 1912 
gives priority of claim to co-operative loans, but my view is that it is not 
sufficient if agricultural paper is to be discountable. 

6302. In England can, what you call, notes of agriculturists be dis¬ 
counted?—am not aware whether there is any such provision, but in 
America that practice is in vogue. 

5803. Then again you are mixing up between an advance made on 
personal security and an advance made on the security of goods. If the 
agriculturists were substantial persons to whom the bank would not object 
to make an advance on personal security there will be no difficulty in the 
paper circulating, but if the advance is given specifically on the securityj 
of crops then it will be impossible to make that paper circulate. Is that 
not so?—That is true; but can it not bo made additional security? 

6304. The banks do not advance on standing crops generally because 
of dangers and so unless the crops are aet^lly warehoused, advances are 
not made. I am not aware of the provision of the English Act in regard 
to this?—^I am sure that the position in England is that banks are in a 
position and they do advance loans on the security of standing crops. 

5305. Mr. Lamond: You have used the word “hypothecated”. Is it 
your suggestion that in England it is considered a penal offence?—^Yes, it 
is a penal offence, and the bank could also take possession of the standing 
crops at any time. 

5306. Mr. Bamadas Pantulu: You say “Borrowing is now the bane of 
our financial machinery; it must be transformed into rediscounting, so far 
as all productive operations are concerned.” Will you please explain how 
you propose to put this suggestion into practice so far as the agricultural 
loans are concerned?— At present when a man borrows money, he generally, 
goes to his indigenous banker and gets it. What I mean to suggest is that 
if a proper security could be created for this purpose both the borrower 
and the lender would be better served than at present. 

5307. Mr. Bamadas Pantulu: I will explain the difficulty under the law 
as it now stands. Co-operative societies make short term advances co the 
agriculturists to meet their production expenses, but under the law we 
have no charge on the crop. The Co-operative Act of 1912 says (section 
19) that the co-operative societies have merely a prior claim over the other 
creditors. No first charge is created under the section. Therefore, if the 
raiyat parts with the crop, the society has absolutely no claim. May I 
therefore ask whether it is possible under the present law to create short 
term paper of the nature you contemplate?—If the crop is made a first 
charge on the loan made by the co-operative society then it will be pos¬ 
sible to create agricultural paper as it is done in the United States. 

5308. So you think it necessary to change the law in regard to this 
matter?—I think it is necessary. 

5309. Sir Purshotamdas Thakurdas: You make a distinction between 
borrowing and discounting in paragraph 17 of your Note in the Madras 
Committee Eeport?—^Indeed both are practically the same but I want t» 
discourage the practice of raising a loan without creating a negotiable in¬ 
strument. 
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6810. Do you contemplate the prohibition of loans for what are called 
unproductive purposes altogether?—^It cannot be prohibited altogether, but 
it must be reduced to a lower figure and altogether discouraged. 

5311. What is the practical suggestion to improve the position—where a 
co-operative society is unwilling to lend for an unproductive purpose, the 
money-lender is there to oblige him?—I should think co-operative society 
should be able to fulfil all the demands for productive purposes of itr 
members. 

5312. But if a man does want sums for unproductive purposes, then he 
naturally goes to the money-lender and you cannot prohibit his so doing?— 
No, he cannot be prohibited. 

5313. But in the case of a man \^o is already steeped in debt, what 
will you do?—The only way for him is to get out of his debts by selling hia 
property, and beginning his career again. 

5314. Do you not come across many such cases in the districts? Yos,. 
we do. 

5315. Mr. Ramadas Pantuhi: You can obviate the difficulty a bit if 
you make the crop a first charge on the co-operative society ?—^That will t<y 
some extent relieve the difficulty. 

6316. Sir Purshotamdas Thakurdas: Will not such a legislation 
decrease the credit of the agriculturist?—^Yes, it will m the eyes of non- 
oo-operative credit agencies. But I ask why should he have any extra 
credit over and above what he gets from the society? 

5317. The fact is that he does find a necessity to enable him to make 
both ends meet.—I think that the co-operative society may provide for 
that. 

5318. Chairman-. Your point is firstly, co-operative society should 
provide for his requirements adequately but to a reasonable extent and if 
thereafter he wants to incur additional debt to meet his extravagance some 
check should be imposed on his securing such facile credit. Is that what 
you mean?—Certainly. 

5319. Sir Purshotamdas Thakurdas: Have you any concrete suggestions- 
to make in regard to this extravagance?—^Nothing more than this, for the 
present. 

5320. Mr. Ramadas Pantulu: If you create merely a first charge on the 
crop, you are not taking away all the credit of the agriculturist. The co¬ 
operative society will have a lien on the crop only to that extent of its 
finances and the rest of it is quite free. Therefore do you not think that 
the cultivator will bo able to raise more credit on his crops if he thinks it 
necessary to raise additional loans. After all there is no charge on the 
land but only on the crop?—But the difficulty is that when there is a. 
charge already, it will be difficult to get further advance from another 
party, for, after nil most money-lenders depend upon the crop. 

5321. Chairman: You are aware of the true conditions that exist in- 
rural areas. There are ever so many credit agencies at work in the pre¬ 
sent day that the cultivator wdll not at all find it difficult to raise addi¬ 
tional loans?—My owm experience is that people who grant loans to 
cultivators always do so with an eye on the crop; that is the most 
tangible asset. 

Anyway we will leave it at that. 
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5322. You state that there seems to be need for an industrial bank in 
South India and recommend that it may be started under State supervi¬ 
sion and control ?—Have you considered what capital will be required and 
how it should be raised and what assistance you require from Govern¬ 
ment?—In answering this queslion I can only make a few suggestions. I 
do not think it is necessary to insist upon a minimum capital. Probably 
Es. 50 lakhs might be sufficient to start with. We can uuike a start with 
a small capital but we must have the means to increase the same with 
the issue of further share capital and debentures as well, (lovcrnment 
can help by inirchasing debentures and guaranteeing interest on debentures 
and possibly on shares :is well as by framing lailes and bye-laws and 
also by providing experts to advise banks on the industries to huance. 

5323. You favour the establishment of a Provincial industrial bank for 
that purpose as against an All-India Industrial Bank?—I do not think 
an All-India bank can serve the needs of all the ])rovinces. I advocate the 
formation of provincial banks. 

5324. You suggest that the uidhis might he harnessed to industrial 
investment but that the inattia- requires further consideration. Since you 
wrote the note have you devoted further consideration to the subject and 
if so will you make any definite suggestions in the matter?-—1 liave not 
pursued the subject further since I wi'ote the note. The nidhis are at pre¬ 
sent attracting the accumulated savings of the poor people.. These are 
really fixed deposits or long term deposits and they are not always with¬ 
drawn at the time of .maturity by the depositors. If means can be found 
to increase such savings it might ho possible for them to have sufficient 
money which will enable tliem to ))urchasc debentures in the Industrial 
Bank. There are perhaps ways of.affiliating nidhis to the Industrial Bank 
and with their help some kind of intermediate hanks us in Germany may 
•possibly bo established. I admit, the matter requires consideration. 

5325. As land mortgage banks develop in the field, nidhis should not 
be allowed to take a share of that business and gradually they would be 
cut off from the field of long term finance to agriculturists hv their getting 
ultimately merged in the industrial bank. Is that your sxiggestion?—^Yes, 
somewhat in that direction, 

5326. But short of that how can you force the nidhis to invest their 
funds in the debentures of the industrial hank?—I am not at all for 
forcing them to do so. I have not myself been able to pitch' upon any 
solution but I dare say there are possibilities of approaching a solution. 

5327. Uidhis are a sort of l).anks, and according to you they accept long 
term investments from their depositors which thov utilise in granting long 
term loans to the agriculturists. If they find that business profitable and 
if they are not driven out of the field by ihe land mortgage bank, the 
former will continue to do the business that they are doing now. How 
can you prevent their doing the work that they are doing now?—^This 
could possibly only be done by education in favour of the land mortgage 
bank; but there may be ways of giving incentives to Nidhis for doing 
industrial banking work. 

5328. Dr. Hyder : In paragraph 40 of your Note of Dissent you have 
stated, “In Germany and Japan, where such banks exist, they 'were the 
result of active State help ”. As regards Germany will you give us the 
names of the banks that received such State aid?—So far as Germany 
is concerned, the Industrial banks are chiefly the D banks. 
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5329. Chairman : Wliat was the assifetanee given by the State to these 
D banks?—Do you want me to enumerate the direct aids given by the 
State ? 

5330. Our information is that no assistance was given by the State 
to the D banks.—Tlie State may not have given any direct lielp. 

5331. They did not give even any indirect assistance—I don't agree. 

5332. Dr. Hijdcr: If you have been refen’ing to land mortgage banks, 
then your statement is correct, for land mortgage banks were no doubt 
helped by the tState. But here, as applicable to industrial banks, I am 
afraid the statement is out of place? —1 liave only been referring to indus¬ 
trial banks. 

5333. The industrial hanks are .ilso D hank.s and so far as I know, 
no helj) n as given except f)erli.ii)s later when (iennany was ■ approaching 
the woild war.-—But. there are nianv indirect wa.\s of helping banks, such 
as the ])rovisiou of tlie faciliti<;s needed for their development. 

5334. Chairman ; So far as 1 know—and T hope Dr. Hyder will corro¬ 
borate me in my statement—when the D banks came into existence, they 
had nothing to do with industry. Then industries grew np and the D 
banks got themselves mixed up with the industries.—My submission is 
that the industrial btmks in (ierni.'uiy would not: have got such a goad 
business if tlie State had not helped the industries. So that was a kind 
of indirect assistance to the industrial hanks. 

5335. Dr. Hiidcr: Have y ou any idea of the dates on which the D banks 
were founded?—T am afraid I cannot give you Hates off hand. 

5336. .\[r. Ranh fori It : M'ith reference to industrial development, Mr. 
Thomas, do you agree with flic statement in i)aragra]di 263 of (he Madras 
Committee’s n'port, namely, “it is more a ku-k of conlidenee in individual 
promoters of coinjiauies than lack of resources (hat prevent.s enterprises 
from being able to procure adequate, eajiital by ])ublio subscri])tion ”.—1 
admit that it is partly the reason why industries are not prospering. . But 
that is not the only rcaison nor the most important reason. Many people 
who started business have not succeeded; in the case, of in(;st of them luck 
of capital has been an impoiMant drawback. T know there are many 
youngmen uhe are very clever and who could manage industries very 
successfully, but (bey were handicapped for want of the capital that they 
deserved. In countries like England sneh assistance would be forthcoming 
to deserving youngmen. They will also have the Cipportunity to train them¬ 
selves. But our iiieu are denied such ojiportunitit^s. 

5337. So you disagree with ihat sla(»“nient?—I think it is over-stated. 

5338. In paragraph 262, the Madras Committee says “Government’s 
attempt to assist industries in this matter have, met with small response 
and less sucees.s Tins is in spite of the expert advice placed at the 
disposal of indu.stries in the Presidency.—My point is that they do not at 
present get any expert advice at all. I am not in a position to say whether 
the Industries Department is able, at present to give any expert advice, 
though I must say that it is badly needed by those nascent industries 
which arc likely to develop in the Presidency. 

5339. You said a little while ago that in other countries, like England 
for instance, clever youngmen who showed any aptitude for industry never 
suffered from lack of capital. Is that really a correct statement?—I hold 
to that statement. 
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5340. Can you give us any specific case?—1 have lived in England fo* 
4 years and have carefully observed things. Further, I can quote the 
authority of a person no less than Dr. Marshall who says that in England 
a youngman will generally get the capital he deserves. 

5341. Chairman: “That he deserves”.—That is a different matter. 
That does not mean that any and every young man who showed some 
inclination towards industry would be readily accommodated by the banks 
in England to the extent of the capital he needed. In my opinion, the 
necessary financial assistance would be available in this country becausa- 
I think—and I have heard it stated by others—that at the present moment 
there is plenty of capital with the Indian joint stock banks; but simply 
because there is lack of confidence, those banks instead of providing this; 
surplus money to these clever youngmen, prefer to invest it in Government 
securities. Have you studied that aspect of the question?—That is true. 

5342. We have also heard it stated by some witness, who 
was talking of the system by which the cotton mills in several centres 
secure money by deposits, that if enough capital did not flow into the mill, 
it was due to the lack of business integrity on the part of the promoters 
than to anything else, and that where the public confidence in the integrity 
of the management remained unshaken, there was no dearth of funds. Is 
that correct?—My point is, how can any young man establish his integrity 
or inspire confidence in the investing banks or the public unless he is given 
a chance to prove his worth? Our difficulty is that we have not, at present, 
got the requisite environment where his cleverness can fructify. 

5343. We in this Committee cannot create that environment; we can 
only make recommendations for additional banking facilities. Now let 
me tell you what your Committee has to say in this connection; in para¬ 
graph 262, they say, “Prosperous industries can only be developed very 
slowly but for acceleration all reasonable facilities must be available and 
one thing that is missing is an adequate banking organisation ”. They 
say elsewhere in their report that that is not their only need. My point 
is that perhaps what the Committee has said—though you dissent from- 
their views—represents the true state of things. 

5344. Mr. Ramadas Pantnlu: Has your Committee made any enquiries 
regarding the economic condition of labourers, petty traders, etc., in the 
Madras Presidency?—We did make some enquiries, and I have also made 
some on my own account. 

5345. Can you tell us at what rjite of interest they are usually accom¬ 
modated?—I think it is one anna in the rupee per month; in other cases 
it is probably i anna. But I do not think that an ordinary labourer 
can borrow imless he agrees to pay as much as 374 per cent, per annum. 
They borrow chiefly for marriages and other unproductive purposes. 

5346. How do small traders raise money for their requirements?—Some 
of them raise money by -what is called the “Kandu” or “qist” system, 
f.e., they borrow small sums and repay them by instalments. 

5347. Did your Committee consider the question of creating any credit 
facilities to them on reasonable terms?—We considered the question of 
increasing their facilities though I do not think we made any specific re¬ 
commendations in that behalf. In regard to town labourers my personal 
idea is that there should be far greater effort in the starting of co-opera¬ 
tive societies; there is considerable room for extension in that direction. 



686 


EIGHIEINTH DAY. 
Tuesday, the 16th Septeu-ber 1930. 


Present; 


ciir BnoPENDKA Nath Mitra, K.r.S.I., K.C I.E., C.B.E. (Chairman). 
Sib PmsHOTAMDAS Thakurdas, Kt., C.I.E., M.B.E. (Vice-Chairman) 


Mr. D. P. Khaitan. 

Mr. F. V. Eushforth. 

Mr. Manu Sueedar. 

Dr. L. K. Hyeer. 

Mr. V. PiAMADAS Pantdlo. 
Mr- W. Lamond. 


Lftia Harkismicn I.al. 

Mr. E. W. Buckley. 

Mr. Jadu Nath Eoy. 

Mr. G. K. Devadhar, C.I.E. 
Mr. Jamal Mahomed. 

Mr. Nahni Eanjan Sakkab. 


Seth Haji Abdoola Haroon. 

Mr. y. K. Ahavamudua Ayanqar, M.A., C.I.E. (Secretary). 

Mr. R. P. Masani, M.A. (Joint Secretary). 

Principal M. L. Tannan, of the Sydenham College of Commerce and 
E«on,omics, Bombay, war- examined. 

6431. Chairman: I understand you have been connected with the work 
of banking education not only as a Principal of the Sydenham College of 
Com’merce and Economics but also os a Fellow of the Bombay University 
and a member of the Council of the Indian Institute of Bankers?—Yes. 

5432. You have indicated the existing facilities for banking education 
in schools, colleges and universities. With your long experience in the 
educational lino have you any suggestions to o5er for improving these 
facilities?—As far as secondary education is concerned, I submit that 
we ought to introduce banking and certain other allied subjects. I have 
given in my written memorandum the scheme of secondary commcrci.il 
education which was sanctioned by the Government of Bombay. The 
idea is that those students who will go for higher education may get 
practical training in commercial subjects, while those who cannot afford 
to go in for higher commercial education may take up subjects recom¬ 
mended for secondary commercial education to enable them to get em- 
plovment in banks. We can encourage the study of banking and the allied 
subjects even in colleges. There arc schools and colleges where only com¬ 
mercial subjects are taught while in certain other institutions the students 
have the option of tailing up some subjects of commercial interest. 


.5433. Dr. Hydcr: What subjects are recommended?--! have given a 
list of commercial subjects in my memorandum. Some of them are for 
secondary education, and others for higher commercial education. 

.5434. You do not mind if those subjects are selected for the B.A. 
examination ?—No. Some of these may be selected for the B.A. examina¬ 
tion. I have also given there some optional subjects, such as. Advanced 
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AecouaCing nnd Auditing, Advanced banking including Banking law, Orga¬ 
nization of the Indian cotton industry, etc., for the B. Com. 

5435. Chairman: You have experience of the work done in London. 
Will you tell us whal they do there with regard to schools and colleges? 
—The position there is quite different from that now obtaining in this 
country. Mostly clerks take up commercial subjects. Secondary educa¬ 
tion is of a general character. 

5436. Dr. Hydnr: Do you want the subjects mentioned by you to be 
included for the B.A. examination?—Some of these will be for B.Gom. 
degree and the others for B.A. 

5437. Chairman: You said now that the secondary education in 
England is of a general character. Am I correct in assuming that boys 
who are taken in business linns have a certain amount of general educa¬ 
tion and not specialised education?—Formerly, there was hardly any pro¬ 
vision for theoretical training in commerce, but in recent years greater 
attention has been paid to the same. Latterly the position is changed, 
especially in Germany, Austria and Belgium where much importance is 
attached to theoretical training. 

5438. Is it changed in England also?—Yes, it has been realised that 
elementary as well as higher commercial education will be of use to com¬ 
mercial houses. 

5439. I find froim your memorandum that certain men go into banks 
for employment, then these men Have no facilities to have theoretical 
training?—Yes. Some of them have undergone this training in the last 
few years. 

5440. When you speak of specialised banking, do you include elemoii- 
tary subjects also?—Yes. 

5441. Is it your intention that those men should have both practical 
and theoretical training?—No, only theoretical, as there are no arrange¬ 
ments for practical training. 

5442. But is it desirable or not?—Not in the case of students receiving 
.secondary education, 

5443. We shall confine only to B.Com. degrees. Do you think that 
for these students there are facilities for acquiring both practical and 
theoretical training?—My point is that there are not 'many institutions of 
commerce, giving even theoretical training for this degree. 

5444. In Bombay there is Davar’s college?—That is not affiliated to 
the University. 

5445. Do you advocate certain amount of practical training?—^Yes. 
I would invite vour attention to my suggestions in the evidence given by 
me before the University committee. 

5446. You state in answer to Question 2 that banks in India as a rule 
do not provide nnv special facilities for the tr.aining of boys in bnnk’n 
business. The oases of tlie two banks you mention relate to the 'rairiic 
of youths recruited for service in the Bank. If y our answer refers to such 
cases only, docs not every bank give practical training to the youths it 
employs?—Yes. every b.ank gives practical training to the youths it em¬ 
ploys. 
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5447. It appears that we have afc present on the one hand many men 
trained in the business of banking in various banks but devoid of sound 
general education and sutbeient knowledge of tho theory of banking, and 
on the other hand graduates well versed in theoiy but devoid of practical 
knowledge and therefore not readily t.dven up l-v banks. Is that so?— 
Yes. there are many men trained in the business of banking who arc more 
or less conversant only with the routine of banking. Therefore, the higher 
posts like these of bank manager, or assistant manager are not given to 
them. 

5443. We have been told that the Imperial Bank of India have got 
ninety .ladians v.no are in charge as agents?—Yes. They have a long 
training in ihe business of banking and have got such posts after ten or 
fifteen years’ experience. There is a fair number of my own students 
among them. 

5449. The other day a gentleman complained here that Indian joint 
stock banks do not find the best men but give appo’ntments by patronage ?— 
In some cases there has been patronage in the offer of responsible posts. 

.5450. You say that it appears desirable that with a view to obtaining 
the most competent recruits and avoiding public criticisms, recruitmeiii 
should very largely be on the basis of a competitive examination, written 
and oral. Are you referring to the scheme which the Imperial Bank 
has got for the recruithient of Indian staff?—Y’es. 

5451. They have got some committees. Is it not?—Yes, selection com¬ 
mittees in some cases. 

.5452. Is it j'our intention that recruitment should be made through 
this selection committee by competitive examination?—-Inst as tlie Public 
Service Commission hold oral and written examinations. Candidates may 
be selected on some such lines. 

5453. Mr. Lamond: I may tell the colmmittee that in Bombay and 
Calcutta we select men from amongst the applicants; there may be 30 
or 50 candidates and for the competitive examination about ten are 
selected?—My submission is th.it all the caiididatoB should be allowed *0 
appear for the competitive examination. 

5454. Chairman: You have yourself admitted that apart from educa¬ 
tional qualificatious, character, etc., should he considuved. So, without 
a preliminary interview how will the committee be able to judge?—I say 
all the candidates should be allowed to appear for the examination and 
then the selection should be made. 

5455. According to your idea if all the applicants are allowed to appear 
for the examination, after the examination they are sure to come before 
the select committee. Is it not?—The committee may select from the 
first ten or twenty or whatever number required. 

5450. Still the corn'mittoc may not take the first, if they find that the 
first one hfis not got the various other qualifications?—If they find it so, 
then they will be justified in passing him over. 

5457. After all, we must leave certain discretion to the committee?— 
I am not attributing any motive aga'nst the good faith of the committee. 
There is public criticism and to avoid such criticism. I am suggesting t^ns 
course. 
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6458. The Public Service Commission also toake a preliminary selec¬ 
tion aud it IS i nly uith the object of throwing out absolutely undesirable 
people?—I do not think they now have this practice. 

5459. Do you also want any examination for graduates of special quali¬ 
fications?—There is no regular system of holding competitive examination 
for senior appointments. 

54G0. Dr. Hydcr ; You say that you would leave the question of .selec¬ 
tion to the best judgment of the coimmittee. In that case when an 
applicant goes for an interview with the select committee, there 's-no 
necessity for that man to be asked to appear for the examination?—Those 
who apply for appointments are not interviewed by the members of the 
select cdtomittee. 

Mr. hamond: They are interviewed by the senior staff. 

5461. Dr. Hydcr: Suppose the Imperial Bank’s senior staff interview 
candidates so as to make sure that those candidates who are called are fit 
for competitive examination. Then they feolect candidates for examination 
and then select for appointment the successful candidates in the order of 
merit’?—My point is that all the candidates should be allowed to appear 
for the examination. 

5462. Chairman: Even if they do that, after the examination the com¬ 
mittee may find that there is some defect in the personal appearance of 
the candidate and they may reject him. So. it is better that there should 
be a prer'minary interview. The qualifications to which you have referred 
in your memorandum, such ns personal appearance, speech, deportment, 
etc., are qualifications which are required for all responsible jobs, whether 
it is Government service or employment in business, and every time this 
poor fellow, though he stood first at the competitive examination, would 
be rejected simply because the Selection Board thought that he lacked one 
or the other of the qualifications that you have mentioned. 

6463. Mr. Khnitan: Sir, if would be better if we knew what are the 
subjects in which the Imperial Bank examines the candidates. 

Chairman: We are at the moment discussing whether the interview 
to rule cut a certain number of candidates should precede or follow the 
written examination. Wc- will come pres=!ntly to the question of subjects 
in which the Imperial Bank examines candidates. 

Mr. Khaitan : I tliou.ht. Sir, if we knew the subjects in which the 
boys are examined by the Imperial Bank, it would enable us to understand 
better the question that is now being discussed. 

lEifaes.s : I quite admit. Sir, that the fact that a certain person who 

stood fir.st was not ta!<en up. may go against him for certain appointments; 

but I am not prepared to accept the view that because he was not taken 
up by the Imperial Bank, though he stood first, he should not be consi¬ 
dered fit enough for other kinds of employ'ment. 

5464. Chairman : Would not the other employer get suspicious about 
bim?—(In the one hand it is possible that the applicant may not divulge 
any information regarding his antecedents; on the other hand his new 
emplover may look at it from a different point of view. It depends on 

whether there is any column in the application form in which he is re¬ 

quired to give that information. 
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5465. Supposing after being thrown out by the Imperial Bank, though 
he stood first in their examination, he applies to another bank for a job. 
Would not this fact tell against him?—^It may go against him if he seeks 
■employment in another bank. But what I submit is that; it is not neces¬ 
sary that the same qualifications will bo required in other appointments. 
For instance, if a candidate does not possess a good personal appearance, 
that should not be allowed to stand in the wav of his antting into, say, 
fhe Indian Audit and Accounts Sorvi-ic. 

5466. What would you say if, instead of leaving the initial selection 
to the Bank staff, it wore made by a more responsible body?—I quite 
admit that then there would be a less chance of criticism. 

Mr. Khaitau wanted to know the subjects of the examination which 
these boys have to appear iu before employmen; in the Imperial Bank. 
Perhaps Mr. Lamond will be in a position to enlighten us. 

Mr. Lamond: That really depends on the individual officers in a Circle. 
The candidates who appear for the test are men who already hold the 
necessary academical qualifications. 'Jlio examination is therefore on 
general knowledge, just to find out what they know about things in gene¬ 
ral. 

5467. Mr. Devadhar: Supposing there is a candidate who cannoi 
express himself well before the Board but has otherwise done well in 
his written papers? 

Vice-Chairman ; Such a candidate will be rejected straight off, because 
we are talking of recruitment for the ol'ficers grade; naturally a boy who 
has a lot of knowledge but lacks expression will be rejected. 

Lala Harhishan Lai: In the interview ho ought to be able to express 
himself well, because in all business tlie first (sssential is that he should 
be able to talk well since he has to deal with other people. 

Chairman: A boy may be particularly good in writing out thesis, but 
he may nob be able to express himself in good Fngiish; naturally he stands 
very little chance of being taken into the officers’ line. The Public Service 
Commission, so far as 1 am aware, take the same view. It seems Neces¬ 
sary that so long as English is the othcial language, the candidates must 
be able to couverse with other people in tolerably good English. There 
is no use in taking a boy who cannot even express himself properly. 

Mr. Lamond: In answer to Mr. Devadhar’s question I wish to say 
that the system'hitherto adopted by the Imperial Bank is most satisfactory 
and as a result we have got a very good class of men. 

Chairman: Now, this question of examination of boys without some 
means of shedding away the undesirables has been a matter of great 
difficulty elsewhere too. In the vatiuus subordinate services of Govern¬ 
ment, what they do is that they have first of all an examination in dicta¬ 
tion, and possibly out of, say, 500 candidates appearing, more than 50 
per cent, would be thrown out. Now, there it is argued that dictation 
18 not after all the sole test and that the boy should be allowed to proceed 
riwht up to the end of the examination as he might show better results 
later on in the aggregate. My point is that the process of elimination 
of undesirables at some stage or ether is necessary 

Mr. Manu Suhedar : There is no elimination in certain examinations, 
6uch for instance as the Indian Civil Service? 



Chairman: Yes, there is; so far as I know, the Civil Service Commis¬ 
sioners have got similar arrangements though the elimination in that case 
is practically .restricted to a few undesirables only. 

Witness: The elimination is practically nil in those cases. 

5468. Dr. Hyder: With regard to this question of the elimination of 
the undesirables for admission into the Indian Civil Service, does not the 
elhnination tidie place when the boys are required to produce chits from 
their tutors and professors at the University?—I would say that you could 
ask all these candidates to produce likewise certificates of good character. 

5469. Supposing the Imperial Bank were to prescribe the competitive 
test only; would you not thereby land the Imperial Bank into an awkward 
position and give the candidates the impression that the Imperial Bank 
did not take men who wore really first class and who topped the list in 
their e.xaminations ?—Even in the case of the Public Service Commission, 
some candidates who come out first are not takiin up; then according »» 
you they should bo open to the same criticism as the Imperial Bank 
authorities. 

5470. Mr. Rashforih: Mr. iiamond says that the method of selectirm 
has beon justified by experience in the past few years. Plave you any 
particular examples wlicrc the system has acted as unfair to the candi¬ 
dates?—It is a anatter that 1 would rather not discuss unless I am forced 
to. There are instances of people who have been rejected while others 
far inferior to them in the matter of qualifications, etc., were taken up. 
That is the general complaint; there is an impression, whether it is right 
or wrong I leave it to iho members »f this august body to decide that 
selection is not based on merit. 

5471. Chairman: You have suggested that students who take up 
advanced bunking as their optional subject should be required to spend 
for practical training summer vacations in their second or third year in a 
bank. Will you kindly tell us whether any facilities of the nature you 
contemplate are given by banks in Western countries?—So far as my in¬ 
formation goes, there is no general arrangement. What happens in other 
countries, particularly on the Continent, is that with the help of the tutors 
some of the youngmen do get opportunities for pi-actical training in banks. 

5472. Is there any similar arrangement in England?—There is no 
general scheme there. 

5478. Is there any particular arrangement?—To give my own case, I 
tried to get into a bank for practical training but failed. But I knew that 
some Chinese students, who were my fellow students, managed to get 
certain facilities. That might have been due to stronger recomimendations 
on behalf of those students. But I must say that facilities are more 
liberal on the Continent than in England. 

5474. Mr. Manu Suhedar: Do you not admit that in India there are 
no facilities similar to the evening courses such as they have in England?— 
We have organised such courses in Bombay. 

5475. Chairman: Do those facilities extend to education which woeW 
enable young (men to get degrees in England?—Yes, at the London Sbhoo! 
of Economics, a man can take up a full Degree while he is working tho 
whole day in a bank. 

5476. In India, is there anything to prevent that?—^The Universities 
do not allow it. 
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5477. Not even if the candidate were a private student?—No; for 
instance no student can sit for the B. Com. Degree of the Boti.liny Univer¬ 
sity without keeping the required number of terms by attending lectures 
on at least three-fourths of working days. 

5478. Dt. Hyder: I want to know whether there are inany Universities 
in England which grant degrees to people by allowing the students bO' 
acquire instruction in the evening?—Very few; I know of London only. 

5479. Mr. Manu Subedar: Possibly in Manchester too. 

5480. Chairman: In England apparently people who are employed on 
the staS of certain bunking establishments can bixxime members of the 
Institute of Bankers and appear at the examinations of the Institute?— 
Yes. 

5481. Have you any knowledge bow they interpret the term “staff of 
any banking establishment?’’ I shall make my meaning clear to you. 
In India the rule is the same, but 1 have been told that a custom has 
grown up under which youths join certain banks as unpaid apprentices, 
simply to meet the requirements of this rule of the Institute of Bankers. 
Thereafter they go up for the examination and once they pass the exami¬ 
nation, they are probably relieved of their unpaid job in the bank. Is that 
strictly in conformity w;th the intention of the rule?—I cannot say how 
far it is true; it may be true of a few cases. The Indian Institute of 
Bankers have held only two examinations so far. At the first examination 
the number of candidates was so small that one could easily say that there 
was no suggestion of any kind that people join banks os unpaid probationers 
with a view to get admission to the examination. At the last examination 
there may have been some oases, but there is no general practice of the 
kind. 

5482. Even if there' had been a few cases, would I be correct in 
assuming that that is an evasion of the rule’?-—We could not say that 
people who joined as unpaid probationers did not continue iu the bank's 
service or that iliey joined simply for the sake of becoming eligible tO; 
appear at the Institute’s exa'niination. 

5483. Is a practice of that sort allowed in England ?—The same thing 
can happen in England also in the way that a person may be taken as .an- 
unpaid probationer, but I do not know of any general practice either in 
England or in India. 

548-4. Mr. Devadhar: Do any of your students appear at the Insti¬ 
tute’s examination?—My students cannot appear. 

5485. Chairman: We b.ave been told by witnesses that a person may 
enter a bank as an unpaid apprentice simply with the object of being 
allowed to sit for the Institute’s examination. The chances of his con¬ 
tinuing in the bank must depend on vacancios occurring in the bank.. 
After he has passed the examination he may find that there are no vacan¬ 
cies. As a matter of fact an unpaid apprentice has got no claim. Even 
if a vacancy occurs, I have been given to understand that it is not unusual 
for the same bank to take an outsider who may or may not have nassed 
the Institute’s exom'nntion.—I should think it unfair on the part of 
bank to take an outsider in preference to a person who has worked as an 
unpaid probatiwier. 
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548f). But you yourself have said something. "of the sort in your reply 
l^iven from the Indian Institute of Bankers. You say: “At the request 
of the heads of Commerce Colleges and Institutions apprentices are being 
entertained by some banks, like the O'entral Bank of India and the Bank 
of India, in order especially to enable them to appear for their C. A. I. B. 
examinations, and more often than not, deserving apprentices are being' 
taken over on the permanent staff.”—I do not think it was the intantion 
of the Institute that apprentices should be taken merely with a view 'to 
enable them to appear for the examination. As far as I know, I have 
not made any request to any bank in Bombay oi in any part of India to 
take any of my students with a view to enable him to pass the examination 
of the Institute of Bankers. 

5487. Mr. Manu Suhcdar: I suppose all leading banks are memoers of 
^he Institute of Bankers?—Yea, certainly. 

5488. Has there been ;iny discussion on this point, viz., that in sclejjftag" 
the staff in future the members of the Institute, should give preference 
to those who have qualified themselves by this method?—No, there has 
been no discussion of am kind. The only thing which I can say is that 
<>n several occasions the point has come up whether encouragement should 
be given to people who have, passed the Institute’s examination, and of 
course most of the members of the Council have. expressed themselves in •' 
favour of the view and that they are doing all they can. lhat is to say, 
we gi\\‘ increments, and wo give bonuses to I'eoplc who y)asa the examina¬ 
tion; but the question has not come up in the form in w'hich you put it. 

5489. Chairman: In the statement of the Institute of Bankers the 
word ‘especially’ was perhaps put in without careful consideration. That 
is the substance of your answer?—It i.s quite possible. What the writers 
probably meant was' that they were giving facilities to students, it was 
not by way of complaint against the practice. 

> 5490. The Council of the Indian Institute of Bankers htive expressed 
their concurrence in the views expressed by the Bombay Chamber of Cora- 
inerce. In their reply to the first question the Chamber suggest that the 
Economic Departirient of Indian TJniversities might follow the example 
of English and American Universities. Can you give us sotne detailed 
information regarding the activities of those Unversities in this direction* 
which might be followed by the Indian Universities?—As a matter of fact, 
what probably the Bombay Chamber of Commerce had in view was that 
the Indian Universities should attach importance to these commercial sub¬ 
jects, p.g., by organising special lectures on such objects, by offering 
prizes for essays and things of that sort. 

5491. But are the activities of the English and American Universities 
confined to these particular directions?—These are some ways in which 
they encourage education in these subjects. 

5492. Dr. Hyder: Do not some of the English Universities, e.g., 
Catoibridge and London, carry on a survey of economic aff.airs, collect data, 
and then make forecasts to be placed before businessmen?—Some Univer¬ 
sities do that kind of work, it has only been very recently started. 

5493. Chairman: The Institute state that the number of banks in 
Bombay willing to afford facilities for training in hanking is limited and 
ihat it is desirable that more banks should entertain apprentices. Have 
you any suggestion to make as to how your object can be achieved? 

VoL. III. 2 o 
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the apprentices are to be whole time apprentices for long periods, of course 
the number of apprentices to be trained cannot be very large. If, on the 
other hand, the suggestion made by me, viz., that these young men who- 
are receiving education of a University type should be allowed facilities- 
during the three months of vacation, be accepted, more people can be 
given practical training. 

5494. Therefore you prefer your alternative suggestion to this parti¬ 
cular suggestion?—This of course is a very general thing. I do not know 
■whether the Institute had in view the cases I am putting forward; 
do not think personally that they took the cases into consideration. 

5495. In the course of examination of other -witnesses, I have taken- 
the view, that if these apprentices are to be hona fide apprentices, they 
should have a definite prospect of being absorbed in the bank’s staff and 
the number of such apprentices must necessarily be limited?—Yes, 
with the present banking development of the country. Here again the 
diflficulty is that certain banks do not take such apprentices; probably the 
Institute meant that they should offer such facilities. I do not know 
if exchange banks have any scheme of this kind. 

5496. But the trouble is that they talk of unpaid apprentices, and 
you know as well as I do that an unpaid apprentice has no hold on the 
bank where ho serves as an unpaid apprentice. There is no hold if there- 
is no chance of his being taken up; if, on the other hand, the unpaid 
apprentice is to be absorbed on the staff after a few months, he will abide 
by the orders of the bank. 

5497. Mr. Khaitan: You were saying something about exchange banks. 
Many witnesses have stated it as a difficulty that there is not a large field 
of employment for trained students, so that if you train a large number 
of students under present conditions m India, there is no chance of their 
getting employment. Do you advocate that something should be done 
whereby the exchange banks would take qualified Indians?—I have made 
a suggestion to that effect. It may be the view of some people that if you 
train a large army of thene men for banking careers and if thej^ cannot 
get an adequate number of appointments, they will be disappointed, but 
on the other hand, I remember that on several occasions I have been told 
by even English bank managers that the reason why they have not opened 
branches at certain centres is largely that they cannot make those branches 
pay their way because they cannot get trained Indians on moderate salaries 
in place of imported staff whom, they have to pay much more. My feeling 
is that the development of banking has been hindered on account of the 
absence of a fair number of trained Indians. 

5498. Chairman: When you refer to English bankers, do you refer to 
exchange bankers?—The particular gentleman I referred to happens 

be an Englishman who is the Manager of an Indian joint stock bank. 

5499. Mr. Khaitan: You say that it appears desirable in the interests 
of the exchange banks that they should throw open at least a small per¬ 
centage of the higher appointments in their branches in India to Indians 
possessing the necessary qualifications. I suppose you are aware of the 
fact that the business of exchange banks in India is carried on not only 
with the help of, but almost wholly on, deposits received in India from 
Indians?—I know that they hold about 70 crores of rupees. 
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5500. And the exchange banks manage almost the whole of their busi¬ 
ness with that money. It may be that in the busy se.ason they import 
some capital and in the slack season they export some of that capital, but 
it may be truly said that their business is carried on almost wholly with 
the help of Indian deposits received in India.—Certainly, the Indian- 
deposits are very helpful to them. Whether they inanaige the whole of cheir 
business with this money or not, it is difficult for me to say. 

.5501. That being so, why do you recommend that only a small per¬ 
centage of the higher appointments in their branches in India should go 
to l^ndians—I do not think it is possible to begin with a large perceutave, 
it is always, I think, easier to begin with a small percentage ana then 
raise it when opportunity occurs. 

5502. But they carry on business in India?—There are also so many 
English firms carrying on their business in India. 

5503. With the help of Indian money, they carry on their business and 
they finance commodities grown on the soil of India.—^I’hey finance the- 
import trade also. 

5504. As far as the export trade is concerned, it is claimed that they 
help the export of commodities grown on the soil of India. What appro¬ 
priate or good reason can there be that, while they get all the benefits 
from India, they should not confer a corresponding benefit on the children 
of the soil of India in regard to some appointments?—The answer to that, 
question is that after all the institutions are foreign and the shareholders 
have certainly a right to say to whom the management should be en¬ 
trusted. 

5505. Dr. Hyder: As one occupying an eminent position in a Univer¬ 
sity as a teacher, is it not vour privilege to look at all sides of a question?— 
Yes. 

5506. It may be highly desirable from the Indian point of view, and 
you may share the same sentiments, but there is the business point of 
view also. These Exchange banks are institutions which trade in India— 
Yea. 

5507. It is the shareholder on whom the ultimate responsibility rests. 
Whatever the agency emidoyed may bo, if the concern shows profits, it 
may be all right; but on the other hand if by the substitution of one kind 
of agency for another, there is a danger of a loss emerging, what becomes 
of the patriotic side of the matter?—^My answer is that there is no doubt 
that the shareholders’ point of view cannot be ignored, but on the other 
hand, the shareholders cannot ignore the fact that if their concerns are 
making profits in India the children of the soil should have some hand 
in the management or at least in assisting the management of these con¬ 
cerns. 

5508. You are aware that these exchange banks operate not only in- 
one country, but in many countries?—That applies to certain exchange 
banks, 

5509. If there is weakness shown in one region, the effect of it may 
be felt at the centre where the chief responsibility is located. Would you 
adknit that?—My answer is that there is no certainty that the Indian 
agency which may substitute the European agency is going to be weak 
or likely to create weakness. It is quite possible that the shareholders. 

2 o2 
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if they feel that in the beginning the higher appointments must remain 
with Europei^ns or others, may be justified in insisting on it, but on the 
other hand, I think there would he no harm in putting forward this 
request to the exchange banks, viz., that they may give more opportuni¬ 
ties to the sons of the soil to work in these exchange banks and get practi¬ 
cal training in exchange business. I may just mention that ih': laws of 
certain countries insist that the children of the soil should have a large 
proportion of the appointments. If 1 am not mistaken, there are vei'-uin- 
tions of that kind in Turkey, Denmark and in certain other countries. 

5510. I quite agree with that, but you have to look at all sides o# the 
question. If it appears iv the shareholders of the Exchange bank that 
they should substitute an Indian agency for the European agency, thev 
will do it. If. on the other hand, thev feel that the welfare of the differ¬ 
ent branches in other countries may be jeopardised by this, they will per¬ 
haps hesitate to do so.—It would be true, if one was advoc.ating that iheir 
branches in India should be put in charge of Indians. What I advocated 
was that some of the lower .appointments, e.g.. Assistant Accountants or 
Assistant Managers should be given f.o Indians. Surely, in those cases 
the heads of the branches will be Europeans and there is no reason to 
fear that the employment of Indians will endanger those Institutions. 

5511. Mr. Manu Subedar: You said your students have been taken into 
the Indian joint stock banks and the Imperial Bank. Have any of them 
gone to the exchange banks?—None that I am aware of. 

5512. Do you think it is more difficult to get into the exchange banks 
than into the joint stock banka or the Imperial Bank?—That is so. 

5513. Would you say that Indians have any hold on the exchange hanks 
and could force them to do' anything, however beneficial it may be for this 
country?—Indians have no hold on those exchange banks, but you cculd 
by legislation, bring these exchange banks under control, if you think it 
necessary. 

5514. What I mean to imply is that you have rather to depend on thefl- 
good sense, but you have no control over them otherwise?—That is true. 

5515. You said just now that a beginning might be made with the 
appointment of Indians for lower grades and that in course of time every¬ 
thing will be all right. You are aware of the theory that is put forward, 
“inferiority complex”, in this country; for example, when you first got 
into your service, it was not thought possible for an Indian to occupy the 
nosition of Principal of the College which you are occupying to-day?—^That 
is a fact, the appointments of the Principal and the First Professor were 
required to made by tlie Secretary of State for India. 

5516. And it was only after the War and the subsequent widening of 
the Englishman's outlook on India that Indians have gradually begun to 
be placed in charge of responsible positions which were hitherto considered 
to be the preserves of the Britishers?—That is so. 

5517. Do you think that after a course of training which you have 
detailed in your meinorandum Indians would be in a Position to hold rcs- 
poiiaible positions as Managers of exchange banks?—Certainly. 

5518. You do not think there is anything inherently wrong in it?— I 
do not think there is anv. As far as my information goes—and I am not 
quite sure of it—even Erp^Tish bankers had to denend upon continental 
people tor some time for their foreign exchange business. 
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5519. I remember having read a suggeation in the “Capital” of 

Caleuttft sometime ago that Clive Street would faint at the idp'i of having 
an Indian as manager of an exchange bank. You do not anticipate any such 
thing?. 

5520. Chairman: I think you said that in Turkey they have by legis¬ 
lation provided that foreign banks operating in that country must employ 
some Nationals in their service?—Yea. 

5521. Can you tell us what the precise arrangement is, because yru 
know a bank can say after employing a few menial staff and clerks, “look 
here, we have fullilled your requirements”?—I have no first-band know¬ 
ledge about this but so far as my recollection goes, there is some stipula¬ 
tion with regard to the employment of people to higher appoiniments in 
some countries. 

5522. We shall be thankful if you can very kindly send us a note on 
the subject giving us all possible information in regard to the matter?—As 
a matter of fact I have written a paper on the subject. I shall look ic up 
and if necessary shall send it to you with any additional note on the 
subject. 

5523. Mr. Devadhar: Can you tell us whether there are many foreign 
banks in this country the majority of whose shareholders are Indians’.'—rfo 
far as my information goes there are a good many Indians who are i-hare- 
holder in these banks. 

5524. How do you find the treatment meted out to Indians by these 
banks compared with other Indian banks?—1 believe, there is difference 
in treatment. 

5525. Even in the matter of affording facilities?—Possibly, even there. 

5526. Chairman: Is it your experience that even in an Indian bank 
managed by a European, facilities for the employment of Indians in higher 
positions are not afforded on the ground that Indians with sufficient know¬ 
ledge and experience are not available?—Of course, that is the plea put 
forward. 

5527. Mr. Devadhar: The Dank managers have in some of my talks 
with them told me that the question of Indiauisation is for the shareholders 
to decide and I should approach them to arrive at a decision with regard 
to the iippo’ntment of Indians in the higher ranks of bank inniiie’emcrt. 
Is that so?—After all, the responsibility of the management rests wi'h 
the General Manager or whoever may he in charge, and even the Doavd 
of Directors sometimes find it impossible to influence the manager to any 
targe extent, the reason being that the actual work of management is being 
done by the manager himself. The plea of the manasers Is that -.uitable 
Indians are not evailable for appointments in higher grades and the same 
will continue for some years to come. 

5528. Now 'that we are on the subject of brnneh-hanking, do you not 
think that branches of joint stock banks, if opened more extensively, wiT 
thrive in this ooimtry?—Yes, provided managers and agents for these banks 
are not imported from abroad. 

5529. You think that suitable Indians will be willing to accept the posts 
on reasonable pay and they are also available —Yes. 

5530. Mr. llamdaa Pantulu: Do yon know whnt the nosifion in Ensrland 
is in regard to the obligation to the employment of Nationals in foreign 
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banks operating in that country ?—I do not know whether there is any 
such obligation at all. So far as I am aware, the number of foreigners 
employed in England is in banks other than Exchange Banks almost 
nil. 

5531. Lala Harkiahen Lai: You said banking should be specialised in 
the secondary stage of education of a boy?—Yes, students, who cannot 
afford to have university education and who wish to enter into banking ser¬ 
vice should know the elements of banking and allied subjects before comple¬ 
ting their secondary education. 

5532. At what age do you want that banking education to be given?— 
Say, 14 or so. 

5533. When would they get through that education?—Say, in 2 years' 
time, when they reach tJie age of 16 or 17. 

5534. Do you not thiak that it is rather too early to start banking 
education at the age of 14?—They will merely learn the elements of bunk¬ 
ing. 

5535. If they only learn the elements of banking which are not of much 
use. will any bank employ such boys?—Certainly, they will prefer to have 
such men rather than have matriculates who have had no banking educa¬ 
tion at all. 

5536. Do th-^y employ boys at such an age in banks when they are 
still minors?— 1 have found that in England boys attain their majority 
at the age of 21 and a considerable number of those who are below the age 
of majority are employed in banks. But in India the age of majority is 18. 

5537. Conditions in England are different from India. Take conditions 
as they are in India. What Imowlodge would they gain in their two years’ 
study of elementary banking?—They will learn elements of banking, 
currency, book-keeping, business methods -and other subjects which would 
help them in their work as clerks in a bank or commercial firm. 

5538. What do you moan by the principles and elements of banking?— 
What are the functions of a banker, what the responsibililies of a banker 
to a customer is and so on, can be learnt. 

5539. A boy may know what the functions of a banker are, but how 
will a clerk make use of it in actual business-life. How will that concern 
him in his everyday life?—^It will certainly concern him. 

5540. Is there any text-book of that nature which deals with all the 
elements of banking and other details that you think should be imparted 
to such boys? Could you name any which can usefully be studied by 
elementarj' students?—Elements of Currency and Banking by Sykes would 
be useful. 

5541. Do you think this book can be understood by a boy of 14 in 
India?—In the first year of training he may learn the elements of book- , 
keeping, commercial correspondence, typewriting and so on, and in the 
second year of training this book on banking could be studied. 

5542. What starting salary would you pay to such young men?—They 
may be started on Rs. 40 or so as circumstances and conditions of the 
different parts of the country demand. 

5543. You say that under the new Resulations for the B. Com. Degree 
of your "University, the subjects of Indian Currency, Banking and Ex¬ 
change play a prominent part. Do you think that these subjects are of 
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primary importance which a student ought to know when he enters bank¬ 
ing service?—^This does not apply to persons who enter banks as clerks as 
well as to people seeking better class appointments. 

6544. What are the better class appointments you are thinking of?— 
After, say 10 years of service, a man may be placed in a responsible posi¬ 
tion or put in charge of a section and so on when he may find the study 
of these subjects more useful to him. To begin with he will be given train¬ 
ing in the various departments of the bank and at the end of that period 
he may be put in charge of a branch which carries responsibility. 

5545. So these subjects which he studies for his B. Com. are practically 
of no use to him at least for a few years after lie has entered the service 
of a bank. Is that so?—I do not accept that statement, but I only say 
that he will find a study of these subjects more useful in after years, 

5546. How will that knowledge be utilised in every day banking fife?— 
It may be that sometimes even customers might ask for some particulars 
of the bank employees and might like to know things such as the difference 
in the ratio, the reasons why the higher ratio is condemned, and as intelli¬ 
gent bankers they ought to be able to answer such questions. 

5547. Is the higher ratio such a simple subject that every body who 
learns about banking knows all about it? My point is that even experienced 
bankers do not know much about it?—^I do not deny your statement. But 
as regards other matters which a banker should know I might just give an 
illustration. I know of a case where a cheque which was drawn with a 
crossing and words ‘Not Negotiable’ written on the face of it was returned 
by an officer of a well-known bank who had nearly 85 years experience. He 
did not know what the words “not negotiable’’ signified and thought they 
meant "not transferable’’. 

5548. Would you kindly tell me what text-books would you prescribe 
to train up Indian students to enable them to distinguish the difference 
between “not negotiable’’ and “not transferable’’ cheques and such other 
matters?—I am sorry I have to refer to my own book ‘Banking Law and 
Practice’ in which these things are stated. It is a fairly exhaustive book. 
That is all I can say. 

6549. Is there any other literature on the question of banking as 
practised in India?—I have seen some other books of an elementary 
character. One Mr. Krishnamurthy has published a book and there are 3 
few others. But many more books will be forthcoming if there is a demand 
for them. 

5550. Would you confine your training of the B. Com, students to 
these text books or would you use English text books on the subjects?— 
Of course, English publications have to be studied. 

5551. Is there any difference between the English and Indian bank¬ 
ing systems and law?—There is some difference. I was responsible fcr the 
■amendment of the Negotiable Instruments Act in 1922. 

5552. Has any consolidated publication been made so far to cover com¬ 
pletely the Indian banking practice and law?—I cannot say whether any 
exhaustive book has been published. 

5553. What I am driving at is that we should provide for banking 
education books which are suitable for this country and I am referring to 



the lack of literature on that.—agree there is a paucity of literature, 
but many more will be coming when proper attention is paid to the study of 
tlie subjects. 

5554. They ought not to study things which are of very little value to 
them, I mean that which they learn at present from the foreign banking pub¬ 
lications?—I cannot accept your statement that there is not much use in 
studying the English banking practice. No doubt there are certain differ¬ 
ences between the Indian and the English systems of banking. 

5555. Mr. Devadhar: Do you mean to say that there is not much 
demand for the study of Indian banking today?—That is so. 

5556. Lala HarMshen Lai: Is it not because that Indians are net 
largely employed in higher appointments in banks?—There is no demand 
in India at present because the higher appointments in India are at present 
in the hands of people who do not belong to India, and who hold the view 
that there is not much difference between the English and Indian law of 
banking. 

5557. So far as there is a demand for trained men, is there a sufficient 
number?—No, because in the past there has been no particular attempt 
made to recruit persons with theoretical training. 

6558. There should be a rule laying down certain minimum qualifica¬ 
tions. Is it not?—^Yea. 

6559. You say those who take up Advanced Banking as their optionhl 
subject are required also to study the Credit Organizations of the principal 
countries of the world. Banking Law and Practice, and Advanced Currency 
problems. Will you tell me if there is any literature available on Credit 
Organization in India?—Yes, amongst others there is Mr. Thakore’s book. 

5560. That book deals with the organization of banking. Are you 
certain that there is such a literature and teachers to teach Credit Orga¬ 
nization?—There is a certain amount of literature dealing with Credit 
Organization in India. There is also a certain number of people who are 
able to give such training. They might not be of the best type but there 
are such men. 

5561. Is there a Banking Law? What do you include in Banking 
Law and Practice?—Only such principals as affect banking business, such 
as, cheques, loans and relationship between a banker and his customer. 

5562. Do these books make any mention about securities and succes¬ 
sion?—;There are certain points which require greater study. Those hooks 
may not deal with law of succession, but that does not moan that the 
students should not know the fundamental principles underlying Banking 
Law of this country. 

5563. So far as Banking Law is eoncernod, there is very littlo ab.iut 
it?_Yes. 

5564. Then you make mention about problems of Advanced Currency? 
—Certain principles of Advanced Currency are applicable to India as well 
as to other countries. 

5565. You also include Mercantile Law. Is it not?—Yes, for banking 
students it is one of the compulsory subjects prescribed for the B. Com. 
examination. 

5566. You say it is compulsory to study all these laws?—-No, it is not 
compulsory. Only those who take up Advanced Banking as an i, ptionaV 
subject have to study also the Mercantile Law. 



801 


6667. You say Advanced Banking includes Banking Law. There are 
also other optional subjects such as the organization of the Indian Cottou 
Industry. Are all these laws of any use to a banker?—These are all the 
subjects for a banker. There are these five subjects which I have men¬ 
tioned in the memorandum. A student who wants to take insurance law 
does not take banking or accounting, etc. 

6568. Those who take up Advanced Banking as optional subjects are 
required to study all these laws. That is what you have mentioned in 
your memorandum?—^No, if you will just read further, you will find it 
stated that commerce graduates of this University are required to nave 
a fair knowledge of these Laws. The Indian Cotton Industry is not com¬ 
pulsory for those who take up Advanced Banking. 

6569. In answer to the question from the Chairman you described 
a method by which candidates should bo appointed in a bank. What wo 
do is this. We advertise in a paper for the posts of candidates. Bor a 
senior post a graduate is selected, whether he may be B.Com. nr B.A. 
Bor a junior post, we select an under-graduate or a matric passed. T’he 
applications received by us are handed over to an agent in charge cf cur 
Bcbool. He has no connection with the banking staff, but he is in chargo 
Of banking education. We ask him to select candidates, twice or tnnce- 
the number we actually want. Sometimes a few more are selected. Then 
these selected candidates are interviewed by a committee consisting oi 
three directors of the head board, one director of a branch, the staff 
manager m charge of accounts, another manager in charge of investmeiixi 
department, etc. This committee examines them and gives murits. 
Having done this, we select as manv as we want. Then these selected 
candidates are asked to join the school, where wc have got lectures 
delivered, by which method these candidates ge; experience of accounts 
and banking routine. We give them our rules and regulations. After¬ 
wards they are again examined and there is a selection again. Those who 
fail in the examination are asked to appear for tho examination again. 
This way we have started for the practical training of recruits for tho- 
Peoples Bank Limited. Do you think we are on the right lines?—^Yes, 
your scheme is a very' great improvement. But supposing the man m 
charge of the banking education is interested in a certain candidate, he 
may give a first chance to that boy and there will be grumbling. 

5570. Grumbling is always there. Even with this committee there ia 
grumbling. You cannot help it. We do not Imow how to judge the 
character of .a man, Wc do not depend on any chits (recommendatory!. 
These, chits we find very defective at times and we are of opinion ihat we 
cannot know the character of a man from these chits. ?—You may measure 
his character from the c.artificate of the school, as they give such cirtifi- 
cates in schools and colleges. 

5571. I am of opinion that a groat quality which is required in a man 
serving in bank is honesty?—^Ycs. but after all you cannot judge a man 
as honest by simply looking at him. 

5.572. Chairman: I shall now give you three questions from the memo¬ 
randum submitted by Dr. N^memvi of Hungary. He says; (1) “It can be 
safely laid down us a iirineiple liased on wide experience that there is very 
tittle connection between the develcpmont of banking in a certnin country, 
at a given period, and between the existence, or not, of a specialised bank¬ 
ing education.” Do vou agree with this?—^No. 
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(2) He further says; “Comparing the question papers of the ‘Assceinte 
Examinations, 1929’ of the ‘Indian Institute of Bankers', one has to 
emphasise that 99 per cent, of European bank assistants, clerks, etc., on 
the Continent have never gone in for studies of economics, and currency 
of the same high standing, and that, they could not answer questions re¬ 
lating to the economics of their own country of a type, similar to those 
asked in this country.” 

The third quotation is: (3) “A young man who after passing his ex¬ 
amination as a B. Com. or a B.A. of Economics will suddenly find, when 
getting a job in a bank, that all he has to do for the next 10 or 15 years 
consists of mere clerical work of a very low grade. In most cases he will 
forget all the theories he has learnt in the college in a very short time, as 
he will have no chance to utilise them in his daily work. The psychological 
effects have also to be mentioned. A young man studying the theories of 
economics, currency, banking, etc., will be very much disappointed to 
find that he has no use whatsoever for the subjects he has studied, a fool¬ 
ing which will bo very depres.sing. ” My personal experience leads me to 
"the same opinion. You talk of what has been done on the continent and if 
you will send us a communication informing us as to what they are doing 
there, it will be very useful.—In my memorandum I have given an extract 
from an interesting article entitled “The Training of a Bunk's Staff” by Mr. 
J. G. Holt. 

5573. He does not state there that a man who joins a bank gets all 
the facilities there.—In England, as T understand, they give nil the faci¬ 
lities for training to the employees of the banks. If the knowledge attained 
in school is of no use, I do not understand evhy the banks should prescribe 
any examinations. 

5574. It'is simply to give encouragement at a stage when the hoys 
should know that fuiiher education will be of real use?—In the banks in 
England there is a particular attraction. When a boy goes up for an ex¬ 
amination they give him all the fees and a certain amount for books for 
education. Then he is also given promotion after his examination. 

5575. Dr. Hyder: Your object in giving specialised knowledge in bank¬ 
ing law is that these subjects will serve ns general culture and they would 
be helpful to a banker?—Yes. 

5576. Mr. Deva,dhar\ You know that several of us have studied 
subjects like higher mathematics, history, commercial geography, which 
are not of everyday use. I think your point is that a knowledge of these 
subjects does conduce to one’s elTicnency in the banking line. Is that 
correct?—Yes. 

5577. If that is correct, then you would he perfectly willing to infroduce 
those subjects?—As I have already stated in my answer to one ol Dr. 
Hyder’s questions, our object is not to train people merely in subjects which 
arc of practical use tc them as bankers only. 

5578. Now we have road Shakespeare and we have studied Chaucer; 
hut in our everyday work or conversation wo do not refer to them at all. 
Do you mean to say all that is of no use in building up our knowlcHge? 

5579. Mr. Manu Suhedar: May I ask. Sir, if the reading of Chaucer 
has increased Mr. Devadhar’s knowledge of anything? 
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5580. Lala Harhishan Lai: You have no doubt heard that the Peoples 
Bank, within the course of 9 years, established as many as 72 branehee. 
Now all the men employed there had been trained within the institution; 
they had received no education on the lines to which you have been re¬ 
ferring. Having known all this, do you still think that we cannot caiTy 
on with the facilities that we have at present, I mean without those fine 
degrees and the education that you recommend?—do not say that bank¬ 
ing cannot be developed without such education; but I maintain that it 
would be developed better if we had a staff who had had such training. 

6581. I havd had before me, as a practical banker, the question of the 
law relating to banking, and we have had collected extracts and comments 
on about 57 Acts. (A book was at this stage passed on to the witness and 
later handed round to the members present). Do you think in this c( llee- 
tion we have wasted our time or our money?—I would be the last person 
to say that you have wasted your time. Of course it would be very diffi¬ 
cult for me at the same time to express any opinion about the book itself. 

5582. Does not the book contain all that is required to be worked in a 
banking institution? Have we put in it anything that is superfluous?— 
No doubt, most of the heads which I see before me are useful. 

5583. If this agrees with your views, do you not think that when tima 
comes for a demand to be made for text-books of this kind, this could be 
regarded as an effort in that direction? It is a collection of comments 
written by a very edever lawyer to whom I have had to pay Es. 6,000. He 
has given comments on the whole law relating to banking. In my own 
day to day administration I find difficulties every day and this is tht5 first 
attempt to solve some of those difficulties; of course we are bringing out 
some other volumes, one pertaining to Provinces and the other pertaining 
to Indian States.—That would be a good thing. 

5584. Chairman: It has been suggested by the Bombay Chamber of 
Commerce that the Indian Institute of Bankers should form a means of 
liaison between bankers and educational institutions. Will you kindly 
e.xpand the idea and indicate what the institute may be expected to do in 
the m.atter? Can you also give us information regarding the work done 
by the University Bureau in London as a liaison between the ITniversity; 
and business houses in London?—With regard to the first part of the ques¬ 
tion I should say that the Institute can approac.h educational institutions 
and ask them to arrange courses of lectures of particular interest to the 
bank employees. The Institute can ask its members to send enquiries for 
candidates of certain types if they are wanted by certain banks and tliese 
enquiries can be passed on to the educational in.stitutions. These are the 
two ways in which the Institute can be of help a= a sort of liaison between 
the educational institutions and the banks. With regard to the University 
Bureau in London, I think that, as far as my information goes, it acts as 
a centre where enquiries for various kinds of officers or assistants who are 
required by certain banks are sent. And the University is required 
sometimes to arrange courses of lectures of particular interest to bank 
employee. 

5585. Has your Institute taken any action in tli.it direction?—My 
institution has organised evening lectures for the benefit of bank employees 
and we charge no fees at all. The idea is to provide facilities to bank 
people who otherwise cannot attend regular classes or terms. We have 
been doing that for the last few months. 
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5686. Have ycu approached the Bombay University or any other 
University to start lectures of the nature you refer to?—The work which 
the Universities elsewhere would be doing is being dons in Bombay by 
the Sydenham College of Commerce. If I were to approach the Univer¬ 
sity, they would simply pass on the same request to me and say, “Pleaso 
arrange lectures.” 

5587. You state that most Indian joint stock banks have no definite 
vcheme for the recruitment of staff officers. In view of what Laia 
ETarkishan Lai nas stated from Ins own experience, your statement is not 
wholly correct, since so far as his bank goes, he has a definite scheme 
of recruitment.—That scheme must have come into existence very re¬ 
cently; at any rate, 1 am not aware of it. As I s-aid, I am not aware of 
any scheme adopted by banks in general. 

5588. Have you any scheme to recommend for adoption by banks?— 
We cannot lay down any hard or fast rules in regard to recruitment in 
the various banks because their requirements differ so widely. There 
may be banks which have only one office while there are some which 
have a nuimber of branches. Therefore the scheme of recruitment, which 
suits one particular type of bank, may not suit another type of bank. 
Arrangements should of course bo made by which the candidates are 
examined. Here in this Committee the view has been put forward that 
the candidates may be examined after selection is 'made. The view that 
I have placed before the Committee is that the candidates may be 
examined by means of a written test first and tJien interviewed. So the 
difference is not very great. That is the general principle which I could 
put forward. 

5589. If I may correct you no view has been put forward; only certain 
suggestions have been made to elicit your views in regard to those sugges¬ 
tions?—I am told that the number of people 'o be examined is restricted 
by means of an interview either by an oftiecr of the Imperial Bank or 
by some one else and those candidate.s are examined by means of a written 
test and after that. a. selection is made. What I suggested was that a 
written test should be first set and then people who come out among the 
first 10, 20 or 50, as the ease may be, may be interviewed and selection 
made out of that number, 

5590. And you recommend a similar sebemo for adoption by^ the Indian 
joint stock banks?—1 would favour that. 

5591. The Institute state that it is desirable to send young Indians 
after a good training in banks in Indi.a for a practical study of interna¬ 
tional exchange and Ihe v.arious problems connected with currency and 
exchange in exchange banks abroad, it it could be arranged by Govern¬ 
ment. I presume you refer to young Ind’ans who are employed in banks 
in India doing exchange business .and who could, after training in exchange 
banks abroad, hope to occupy positions of responsibility in those banks?— 
The Institute was probably referring to the ease of persons wbo_ have 
received already a certain amount of training and who want training ir 
international exchange business or business of that typ‘~' 

5592. With a view to employment in banks doing exchange business?-- 
Yes, or with a view to starting Ind-.-iU exchange banks. 

5.59.‘i. Mr. Marti! Svhe'dar: When the Gciineii of (be Institute madt 
this sugp':’?t:-'n. did ihev expecr that (be exchange banks would admit 
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Indians freely for this kind of training in England?—! am afraid that 
this question was not discussed at the meeting of the Council. I do not 
think it was their view that the exchange banks would be glad to employ 
these people or that requisite facilities would be obtained. 

5594. Chairman: It is not a question of employment. His point H 
whether it would be possible to secure facilities.—My personal view is 
that it would be extremely difficult. 

5595. Mr. Manu Subcdar: You have some exchange banker on your 
Council and I take it that this statement has been looked at by him as » 
representative of his Association and that he thought it necessary that 
the statement should go in this form, not as a imatter of course but if it 
were arranged by Government. In other words the Council thought that 
unless Government took the initiative there was no chance of getting 
Indians to secure these facilities in England.-Thc view of the Council 
was that it would othemise bo very difficult. 

5596. Supposing the exchange banks were requested by Government, 
on the recommendation of this Committee, to do this and they re use 
to do so. What would you do then?—1 do not think there is any law 
under which Government can insist or force them to provide the requisite 
facilities. 

5597 Mr Buckley : With your experience in Loudon, Birniinghum 
and elsewhere, do vou think it is a practical proposition that Indian stu¬ 
dents who go from this country to study international exchange and 
various problems connected with Currency and Exchange can learn any¬ 
thing beyond mere routine work?—Nobody has suggested that Indian 
students should go as such. 

5598. At what ago do you expect them to go to England?—After 
they have received practical training in India for, say, 5 or even ten 

years. . i.- • 

5599. Do you think it is a practical proposition? There; is nothing im¬ 
practical about it so far as I can see. 

5600. If I told you that the officers of the exchange banks gyho get, 

sav' 3 vears’ training in liondon before they come out to the East, learB 
nothing whatever of exchange or international exchange busmess. how 
could Indian students or bankers get such training?—I do not know at aU 
whether it is impracticable. I know that a certain officer of the Geverm 
mont of India was sent to the Midland Bank and with a certain letter of 
introduction he wag able to work in two or three departments and one 
cf them was Exchange. And similarly I know- a certain number 
of Indians are being sent by the Punjab National Bank-I to the 

Midland Bank. I do not mean that a whole army of students should he 
€ent out for the purpose; just a small number should be trained. 

5601. Lala Harkishan Lai: To my mind, the training of an exchange 
banker is at the firm of brokers. The exchange business cannot be 
learnt at the bank; it is possible only through hi'okers.--You leam hankmg 
and other similar things from the right party, and that right party m this 
case is the broker. 

5602. Mr. Manu Sabedar: Do you think it wiT be possible for any ex 
change banks, with their present jealousy and rivalry, to undertake *0 
Indians in exchange business and thus expose themselves to competition 
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by the people trained by themselves?—do not know whether I should 
take that extreme view which you are taking. There are cases- 
in which young men are given training in certain Solicitors’ offices and 
then the same youngmen sot up their independent business in colmpetition 
with those solicitors. 1 think the same thing is possible in the case of 
banks. 

5603. Mr. Khaitan: When Mr. Buckley said that it would be an im¬ 
practicable proposition, I am not sure whether he really meant impractical 
or unnecessary. Let us analyse the question from both points of view. 
Are you aware that certain Indians have been to London and have received 
their training in certain insurance offices there?—There, again, there has 
been a great difficulty. 

5604. Difficulty or no difficulty; the fact is that there have been some 
Indians who have received training in insurance offices in London.—Very 
few only. 

5605. Let it be even one. Are you aware of the method by which they 
are given training. They are first put in one departiment, then in another 
and then in a third, so that they are able to get full training in the business. 
Now is there anything specially in banking as distinct from insurance 
office which would preclude a bank from giving the same kind of training 
to an Indian?—Of course, what I understood was that if these banks were 
to know that these youngmen would later on set up rival institutions 
which were going to compete with thorn, there might be some difficulty. 
If, however, I go to an insurance office in London and if that office is not 
interested in Indian business, then of course there may not be that feeling. 

5606. If the exchange banks are not overwhelmed by, any feeling of 
jealousy or rivalry, then there should be no difficulty for the training 
to be given to an Indian?—No. 

5607. Lala Harkishan Lai: Banking is different from insurance. In 
insurance, decisions are taken according to certain rules; in banking they 
are taken by experience. 

5608. Mr. Khaitan: 1 am putting this question because up to the pre¬ 
sent moment the Exchange banks in India have not employed Indians^ 
on their superior staff. It may be attributed to their having received in¬ 
adequate training or to their unfitness for employment in exchange bunks. 
But if by ‘impractical’ Mr. Buckley meant ‘unnecessary’, can you give 
any reasons why Indians should not be given superior posts in banks ia 
India if training is unnecessary’?—I think it is rather a question for 
Mr. Buckley than myself. 

5609. Is it not, in your opinion, due mostly to a habit of thinking in 
India that unless a person has received some training abroad, he is not 
a fit and proper person to be employed in superior positions?—My feeling 
is that for foreign exchange business, training of that type is unnecessaiw. 

5610. You consider it practicable to obtain such training in England?— 
Yes. 

5611. And in India, also?—^It is not absolutely essential that people 

must be sent to London. No doubt in England or in a bank which is 

dealing with foreign exchanges in different countries, the opportunit’es 
are greater. In India if you have rm Indian Exchange bank dealing 

la:^ely in two or three different kinds of currency, it would be possible to 
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give the training. The petition would not of course be as good as it would 
be in England, but it does not mean that a person must go to Ijondon to 
get that training. 

3612. When you say that opportunities are greater in England, you- 
mean that the London banks have to deal in exchanges of various count¬ 
ries ; whereas in India it depends wholly on the Indian money market— 
In India it (may be rupee and sterling or rupee and yen only, w'hereas in 
London it would be exchange between England and so many other 
countries, with varied currencies, e.g., franc, mark, dollar, etc. 

5613. Chairman: The Bombay Chamber has suggested that in the 
Universities a special chair might be instituted on the subject of indigenous 
banking. Will you kindly tell us if you would liki^ to have separate chairs 
for modern banking and indigenous banking or would j'ou favour the estab¬ 
lishment of a chair for banking generally, leaving it to those students 
of the Clniversity who wish to^ join fiilms of indigenous bankers to be 
apprenticed to such firms for practic.al training?—1 do not agree with th^ 
views of the Bombay Chamber. 

5614. You begin your statement by saying that “the Council agree to 
the replies already submitted by the Chamber of Commerce, Bombay.” 
You are representing the Institute. Do you say that your Institute does 
not agree M'ith this particular suggestion?—This particular question has 
not been addressed to the Council and therefore it has not been con8idere4 
separately, but certainly 1 do not think that my Council would suppoit, 
the view that there should be a special chair for indigenous banking. 

5615. Mr. Devadhar: Do you mean to suggest that you are not in¬ 
favour of the system of banking being divided into indigenous and other 
types of banking?—I am not in favour of having a chair for indigenoi^s 
banking, but I am in favour of having a chair for banking, and the pro¬ 
fessor in charge of that subject wiil deal with indigenous as well as other 
types of banking. 

•5616. If the University accepts the suggestion that there should be a 
special chair for indigenous banlring, would you accept the suggestion?— 
I do not think that there is any chance of either the University accepting 
the suggestion or a Jecturer being found w'ho would specialise in the subject 
of indigenous banking. That part of specialisation will come, perhaps, 
after 20 or 30 years. We have not a chair for banking and we cannot 
have a chair for indigenous banking at this stage. 

5617. There is a large amount of work done by indigenous banks?— 
Nobody denies that, but it does not mean that before we have a chair for 
banking we should have a chair for indigenous banking. 

5618. Chairman: Can you tell us from your personal experience of your 
pupils w^hether they have been employed in fairly large numbers in the 
Imperial and joint stock banks and whether after receiving sufficient practi¬ 
cal training they have experienced any difficulty in rising to positions of 
responsibility in such banlss?—There are a number of my students who 
have risen to good positions, both in the Imperial as well as in the joint 
stock banks. But there is a certain amount of feeling among some of 
these young men wLo are employed in various banks that their promotion 
tc superior appointments or positions of responsibility is hindered lo a 
large extent by the recruitment of staff officers in England by the Imperial 
Bank. Persons who have worked in England for a few years in a bank 
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tire brought over to India and they stand in the way uf the promotion 
of these young^men. Otherwise, I have no personal complaint. Of course, 
there are cases where my students have experienced no difficulty and have 
risen to positions of responsibility, but I have received complaints also as 
stated above. 

.'561P. Sir Ptirshotamdas Thakurdaa: When you talk of the Imperiai 
Bank, you have in mind the Bombay branch of the Imperial Ba^?— 
f^o, I refer to the bank in general. 

5620. Have you any knowledge of the Imperial Bank’g recruitment in 
Madras or Calcutta?—Yes. 

5621. Do your pupils go there?—My pupils come from different parts 
of India and therefore I also get news about recruitment in other parts of 
India. 

5622. You mean that the recruits in the Madras Circle and in the 
Bengal Circle are also students from your College?—Soane of them. 

•5623. Do you know if the Imperial Bank in Bombay has brought out 
anybody from England during the last year?—1 could not say about the 
last year, but during the last three or four years, young men have been 
brought out from England. 

.0624. Do you knew that the number has been steadily going down and 
that during the last twelve month.? not a single man has been brought 
out?—I do nof know, 

5625. If that had boon so, would you consider the position satis¬ 
factory ?—Certainly. 

5626. When you make a stateme.nt of the kind yon have done, yo* 
might have made enquiries before making it?—I made enquiries some 
time back, about 2 or 3 years ago. 

5627. What you have said is based on information collected two or 
three years ago?—Yes. 

5628. Dr. Hydnr: Do you not have occasion to read the annual 
speeches delivered at Bombay or Calcutta?—I have been attending the 
meetings of the Imperial Bank and I do not think this sort of information 
has been forthcoming in the past. Only in the last speech there is 
reference to it. 

5629. Chairman: We have heard coniphiints from co-c^perative banks 
and gentleimeii interested in the co-operative movement that your Institute 
is unsympathetic to this particular class of bauks and that you do net 
take in your Council a single representative of eo-operativc banks. Can 
you say anything on that point?—J do not know what grounds the co- 
operativo banks have for their complaint. We have no representative of 
the co-operative banks as such, but indirectly I may say I represent 
the co-operative banks. I am on the Board of the Bombay Provincial 
Co-operative Bank and I am a member of the Council of the Institute. 
It is true that no seat is reserved for a representative of the co-operative 
banks. 

5630. Your Council is composed of people elected from among the 
fellows?—Yes. 

5631. Therefore, unless the mnnaeer of a co-operative bank or a gentle¬ 
man interested in the co-operative hank or in the movement genemlly 
becomes one of your fellows, he cannot become a member of your Councii. 
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A certain procedure has to be followed. Is that not so?—But the proce¬ 
dure to beootae a fellow is not very difficult. Any person who is fit can 
be elected as a fellow. 

56S2. Are you aware of any cases in which a gentleman who is, say, 
a manager of a co-operative bank or is otherwise interested in co-operative 
banking was not allowed to become a fellow of your Institute ?—I do not 
know of the application of any such gentleman having been rejected. As 
a matter of fact, I did speak to;a. gentleman and somehow or other, he 
has been hesitating to send his form; otherwise there would have been np 
difficulty. 

,5633.' There is no bar, as'your constitution stands at present, to such 
a gCntljeman becoming a fellow and thereafter becoming a member of the 
'Council?—‘Certainly there is no bar. 

5634. Another point which has been taised is that the curricula for 
your yarious examinations do not specificalTy provide for co-operativO 
banking. ' Can you say anything on that point?—We have not , felt the 
necessity for it at the present stage, later on we may include it. 

‘56,35, But is not co-operative banking' at the present moment a very 
impoHi.arit branch of banking in India’'*—We started our examinafion; as 
I have stated, only about 18 monlhs .back, and we have just begun our 
work. Our attention has not been drawn to the need of having that 
subject. 

5666- Would it be necessary for somebody else to draw your attention 
to. the fact or would your Council of its own motion take the matter into 
consideration?—The Council can take it on its own motion. The point 
is whether co-operative banking is to be prescribed as an optional subject 
or as a compulsory subject. If it is to be optional, I do not think there 
pught to be much difficulty. 

5637. You, as a member of the Institute, would be inclined to look at 
the matter with sympathy?—Yes. 

5638. That should be so, because you are also interested in the co¬ 
operative banking movement?—You 'may put ir that way. 

5639. Mr. Manu Suhedar: You have instituted this examination of the 
Institute of Bankers, the model being very largely of the London Institute 
of Bankers?—Yes. 

5640. Has the number of boys appearing for the London examination, 
which is being held in India, 'diiminished on this account?—I believe it is 
diminishing. It will take some time before there is a marked decline in 
the number. 

5641. Has the prestige of your examinations increased and the desire 
to hold the London branch gone down?—As a matter of fact, the London 
Institute is not been to held these examinations. I mav mention for the 
information of the Committee that when the proposal to start the Indian 
examination was discussed by me with Mr. Sykes, the Secretary of the 
London'Institute, in 1924, he said that it was not desirable for Indian 
students to join the London Institute for the rc.ason that if the Indian 
student who has to work in Indian banks is required to study the English 
bankmg law, he will have to forget some of its principles when he ’s 
act'uaiiy working as a banker. For these And other reasons, Mr. Sykes 
gave a letter to the effect that he was in favour of India having its own 
Institute. 

VoL. III. 2 p 
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5642. Are boys spending a lot of money in connection with the Loaddn 
examination?—No, I do not think the expense is great. 

5643. The drain is not serious?—Not at all. 

5644. You would think it desirable both for the sake of uniformity and 
in the interests of the candidates themselves that they should take the 
Indian examination?—Certainly I would prefer the Indian students takiiig 
the Indian examination. 

5645. You would very much prefer the discontinuance of the London 
examination in India?—Gradually; we must give sufficient notice. 

5646. Has your Council written to the London Institute pointing out 
the desirability of discontinuing the London examinaFion in India, in view' 
of the fact that you have yourself instituted a imore suitable curriculum 
of studies for'examinations in India?—^I’he London Institute, as far as I 
understand, will give up holding their examination as soon as they find 
that the number of students appearing for it is decreasing. 

5B47. In how many years do you expect them to do it?—In three to 
five years. 

5648. You expect then that the Indian Institute will hold the field 
and that there will be no more rush (or the London examination?—^Yes. 

5649. Dr. Hyder: I have here the question papers of the Indian Insti¬ 
tute of Bankers’ examination for 1929. The first paper is on the “practice 
and law of banking.’’ To answer this paper, I understand you require a 
knowledge of the law of banking of the Indian Companies Act and the 
Negotiable Instruments Act. Are these the principal .4.ctB?—Yes, these 
lure the principal Acts. The term ‘banking law’ does not mean any codified 
law as such. The term refers to those principles of law which apply cc 
the business of bankers. If it is a question of contract, of course the law 
of contract applies. If it is a question with regard to negotiable instru¬ 
ments, of course it is the Negotiable Instruments Act which applies. If 
it is a question of, s.ay, a title to real property, it is the law relating to 
property. 

5650. You would include in the term ‘banking law’ these different 
.\cts in so far as they bear on the business of banking?—Yes, there are 
certain Acts, of course, which are of particular importance, e.g., the 
Negotiable Instruments Act to tbo bankers. 

5651. V/ould you net include in the study of the loiscellaneous Acts 
also the law applicable to co-operative societies?—My own feeling is that 
it might be put as an optional subject. 

.5652. Optional as regards the whole movement and to be taken up by 
such candidates as would be employed by the co-operative banks?—People 
applying foi service in the co-operative societies might take it. 

6653. So that such a paper would include not only the law on co¬ 
operation, but everything round about the movement as a whole?—I do not 
know whether I would go to that length. I am concerned with certain 
principles in general 

56.54. Our difficulty is that wc have to recommend something definite, 
c.g.. in future examinations held by the Indian Institute of Bankers either 
the law applicable to co-operative societies and the, case law should be 
made the subject of a paper or that co-operation by itself, together with 
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the luw, should bo iucluded,. us a subject of the examination—I should 
suggest that co-operation and case law should be included in one subject. , 

5655. Lala Harkishen Lai: I put, it to you whether students should 
have the knowledge of the Acts, by-laws and regulations?—As a matter 
of fact, it is very difficult for the Institute to lay down any syllabus of 
this kind. Certain provinces have their own Acts. If this is done, the 
.question will arise whether the Punjab and Bengal students are to study 
the Bombay Act or the Burma Act or the all-India Act. Unless some 
very general principles which are common to the various Acts are .laid 
down, it would not be possible to lay down that the students should know 
(the co-operative law as it is applicable in different parts of the country, 

5656. Chairman : I thought you replied that it is only the principles 
-of banking law that the students are required to know. It would not be 
difficult for some person who takes an interest in the co-operative move¬ 
ment to prepare a volume bringing out the essential features of the co¬ 
operative law, including the principal by-laws, etc.?-—If it is restricted 
‘to some general principles, it should be possible to include the subject of 
co-operation, but if you wanted that the students should know the Acts 
in the different provinces, it would certainly be difficult. 

5657. Dr. Hyder: Are commentaries written by lawyers, say on the 
■Negotiable Instruments Act and other Acts bearing on banking, used as 
dext-books for the “practice and law of banking’’?—They would not be 
of much use. They are not as easily accessible as books in banking law 
and practice. 

5658. ' But of course they would be the books to elucidate the law?— 
'No doubt: there are some very good commentaries on the Indian Negotiable 
Instruments Act, but the commentators do not usually look at these sec- 
itions exactly from the point of view of the banker. They would be help 
ful, no doubt. 

5659. Let us take Part II of the examination paper on English litera¬ 

ture. You would expect an Indian boy to have a working knowledge of 
English, that he should bo able to write hdters—That is one kind 

of Iniowledge, it is not the only thing. Every young man who is entering 
into the banking career, (particularly one who wants to aspire to a high 
position, ought to be able to express himself properly in the English 
language. 

5660. Are these papers modified by any Moderation Committee?—At 
present we have no moderation committee. 

5661. In the paper on “English Composition’’ one of the questions asked 
■is; “Explain fully with illustrations five of the following terms:—meta¬ 
phor, antithesis, bathos, climax, hyperbole, euphemism, tautology, 
solecism.’’ Of what use is this question and how many students would 
be able to answer it? Do we not dem.md too much and .arc we not too 
bookish find do we not run away from real practical views? Are we not 
wasting our national energy?—^That may be one of the optional question;. 

5662. Take, for instance, the paper on commercial geography. One 
cf the questions is “state the situation of and describe Czecho-Slnv.-ikia.’’ 
Is a young boy of 16 years expected to answer it?—Every banker ought 
to have a certain amount of knowledge in geography and that is the leasor 
why the question is there. T do not find any particular fault with that 
question at least. 
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5663. The Sydenham College of Commerce was started in 1913, is it 
i;ot ?—Yes. 

5664. How long have you been connected with that institution?— 
Since the beginning of 1915. 

5665. How many students have you on the rolls for the B.Com, 
Degree?—We have at present about 312. 

5666. How many students appear for the final examination every year 
and how many pass fully qualified to take their degree?—50 to 65 studenta 
generally appear every year and about 20 to 30 pass out every year. 

5667. What happens to these boys after passing out? Are they able 
to get decent p'ositions?—Some of these people enter banks, others take 
to commercial business, while some others practise as Accountants anS' 
Auditors. 

5668. Is there any unemployment in regard to these men?—^There may 
be some slight unenjployment, but it is not appreciable so far as my 
institution is concerned. 

5669. Is it not a fact that a majority of these B.Corns, do not find" 
an entrance to business life and they drift on from the B.Com. to the 
LL.B.?—So far as I am aware there is practically no drifting. Most of 
my students who pass out are employed in some commercial institution 
or other. Some of my students are employed in the Income-tax Department 
but so far as I am aware, there is no such drifting. 

5670. So you have not found any difficulty in regard to these men?— 
'No. 

5671. You know there are several Universities in India and if everyone 
of these were to start the B.Com. Degree, do you think that these people- 
would be able to secure positions in life?—^I am not advocating that every 
province or every university should institute the B.Com. Degree. I might 
sa.- that in the United Provinces there are 5 universities, but so far as I 
could see there is nc scope for more than one College of Commerce; and 
as a matter of fact these institutions would be starving in the matter of 
students and even the requisite staff. 

5872. Wliat we find in the U. P. is this, that these men who get their 
degrees do not find it possible to get bread and butter?—That is bound' 
to happen if all the various universities were to compete with one another 
and try to produce stuff which is not marketable. 

5673. What view do the businessmen generally take of the alumni 
of your college?—I have had several letters from leading industrialists and 
other business houses and so far as I could see they hav-; all a very good 
opinion of them and are favourably inclined towards the institution. Of 
course, there is a certain element possibly of commercial men who look 
at it with a certain amount of diffidence. 

5674. With regard to the scheme of bifurcation contained in appendix 
B, regarding the training you impart to young boys in commercial educa¬ 
tion, do you find it difficult to place them properly after their training?—« 
This eKamination was started only recently, but we have had no difficulty 
whatsoever till now. I know that several matriculates join these com- 
.mercial classes who after completing their school education wish to take 
commercial or clerical appointments. 
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6676. Mr. Eushfortk : In regard to the reply which the Indian Insti¬ 
tute of Bankers have given with regard to the question of higher troining 
fo’ Indians in banking outside India, I notice your answers are in strik¬ 
ing resemblance with that given by Mr. Poehkhanawala except with this 
•difference that you are a little more definite on the point. It seems to me 
that in regard to this there is some practical difficulty. Your idea is not 
to send out young men for practical training in banking abroad but only 
to send out men who have already gained sound experience in this coun- 
tf',- in banking both theoretical and practical, men who are already work¬ 
ing in banka possibly in responsible positions. Therefore, the real dlffi-r 
culty seems to me to apply to this end and not the other, because to go 
abroad and have conversations and such other things with well-known 
bankers in Loudon on the continent or America, it would be difficult for 
Indian bankers who are already in this country to arrange as their managers 
would not be willing to grant them leave. How can you get over that 
difficulty?—First r.f all let me make my position clear. These people go 
abroad r.o’j for seemg the country or having conversations abroad, but to 
have actual practical training in the methods of working of some of the 
leading banks in England and other countries. Secondly, there would not 
be any difficulty whatsoever to suitable Indians finding it possible to get 
leave from their banks in this country. 

5676. What I am trying to point out to you is that there is not much 
difficulty in getting letters of introduction to leading bankers abroad but 
the real difficulty will be at this end. 

5677. Mr. Lamond : I might for your information say that what Mr. 
Eushforth says is quite correct and I should like to point out how only a 
little time spent in London or on the continent would be most useful from 
a banking point of voew. I spent 3 weeks in London. I took my own 
notes after visiting several banks at work, I studied the branch accounts 
and how they were adjusted, I learnt the general book-keeping and 
methods, and on the whole I found the knowledge and experience gained 
in that wav was invaluable to me. 

5678. Mr. Bushforth: I do not see how your local institution would 
spare the service i of an experienced man who is already in its employ for 
training abroad and possibly for employment abroad as well?—I do not 
■think ther? M'ill be any difficulty. 

•5679. You do not think there will be any initial difficulty?—No, none 
that .L am aware of. 

6680. Mr. Jadunath Roy: You suggest that young men who have had 
already some training in banking in this country should be sent abroad for 
training. WouM n.it, such facilities be obtainable in India if the exchange 
banks would undertake to give them?—A certain amount of foreign ex¬ 
change business can be learnt in this country, but the facilities for train¬ 
ing are better in London and elsewhere than here. 

5681. But is not the ideal of training the same?—I think different 
problems are studied by having a training abroad. 

6682. Mr. Jamal Mohammad: You say that banks in India as a rule 
do not provide any special facilities for the training of boys in banking 
business. You say further down that the Bank of Mysore Ltd. takes up 
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gi c'ldufites as probationers and it is understood that the commerce gra¬ 
duates taken into its service by the bank have turned out well?—These- 
are the words quoted from the reply we received from the Manager of the 
Mysore Bank. The position of the Bank of Mysore is slightly different 
from other banks, f believe there is a certain amount of Sfate eoiitrol 
and that is probably responsible for the fact that they have made some 
attempts to train up probationers. 

5683. But what about joint stock banks? How is it they do not pro¬ 
vide the facilities required for training Indians?—Most of these Indian 
joint stock banks arc also managed by Europeans and they naturally pre¬ 
fer people who have had some practical training iii English banks to 
people who have had no such training. 

5684. What 1 am trying to point out is that these European Managers 
have no justitication to go in for foreign recruits, leaving out the Indian 
candidates. Do you think there, is any dearth of qualified Indians at 
present?- -Do you not think that Indians would do very -well in such posts? 
—I certainly think that they would do well. 

5685. You say that at present rec.ruitmont for fhe staff appointments 
in the Imperial Bank of India is very largely made in England from among 
the very junior members of the staff of the English and Scottish banks, 
but when the Vice-Chairman told you that it is not a fact now, you modi¬ 
fied your answer to a little extent?—I have been told that it is not a fact 
at present, but so far as my knowledge goes, I have put down my viewa 
in the memorandum. 

5686. Mr. Manu Subedar: Are you satisfied with the extent of Indiani- 
sation carried on by that Bank?—^I should say that the statements that I 
have made are quite con-eot and are based on facts which I had in my 
possession some 6 or 8 months ago when I wTote this memorandum. I do 
not know what has happened since. 

5687. Chairman ; May I remind you of what you said in reply +o Sir- 
Purshotamdas '^I’hakurdas. YMu admitted tliat you wrote this on your 
information obtained 2 or 3 years ago. Is that not so?—Yes. 

5688. You say that exchange banks generally engage Indian staff for- 
clerical appointments and that recruitment for higher appointments is 
made abroad. In your oral examination you said that at least a begin¬ 
ning might be made by these Exchange Banks by appointing Indians to 
lower appointments such as those of Accountants. Did you suggest it 
because you think competent Indians will not be available to take up posts 
as bank managers?—I do not mean to convey that Indians are not avail¬ 
able but my only point w'as that since the shareholders of these banks were 
mostly foi-eigners and had their head offices abroad, they might not be 
willing to take in Indians straightaway as Managers and that is why I 
suggested that a beginning might be made in the way I indicated. 

5689. Almost all the countries in the world are doing their own foreign 
exchange business. Do you not think that given the proper facilities and 
opportunities Indians would be certainly in a position to do their own 
foreign exchange business?—Certainly. 

fiflQO.; You say (hat .th.erc is little combination of, tii,; Cu.-oroi ic.-il and 
practical training in banking, Can -you, tell us >yhy jt is, so?—-The ehiel 
reason is that the bankers in India do "not give practical training. 
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5691. Whose business it is?—^My opinion is that there is no reason why 
the banks should net give this training. But they say that if a man wants 
to work in a bank for two hours a day, he does not do enough work which 
will compensate ihe bank’s manager or assistant manager who has to 
spend time for giving him training. 

5692. Have yC'U any suggestions to make?—My opinion is that banks 
ought to provide for such training. 

5693. Mr. Devadhar ; Have you seen any book written in S^skrit 
about the old system of banking?—am not a Sanskrit scholar, but I have 
read references to the old system of Indian banking. 

5694. Are they helpful for the modem method?—These references are 
not very useful. But from the historical point of view they are useful. 

5695. But if we study that system and see whether that w’ill be use¬ 
ful for the European system, can we do sO?—Yes. 

5696. Do you think it is of any use sending our men to foreign countries 
to learn their system ?—I am not in favour of going to foreign countries. 
1 personally do not find any great use in sending young men to foreign 
countries at an earlier stage. 

5697. Even for superior training;^ say after ten years training in 
India?—Yes. I am in favour of that suggestion. 

5698. Are you in favour of grant of scholarships for such training?— 
Yes. 

5099. By whom?—By banks. 

5700. Would you like Government to give these scholarships?—^Yes, if 
they give. 

5701. If Government make such grants, would you also include a scho¬ 
larship for employees of the co-operative bank?—It all depends on the 
amount which is available. 

5702. I ask you this question not as to the quantity but quality?—The 
only subject concerning the co-operative bank is the development of 
marketing. 

5703. But I find you include in your subject transport also?—I have 
given transport as an optional subject for the degree. 

5704. Would you include marketing for B.Com. degree when you select 
students to foreign countries for further training in banking?—Yes. I 
would say that training is far more necessary af the present stage than 
co-operative banking. 

5705. Some people say that co-operative banking is going to develop 
considerably. When it does form an'' important branch, will you favour 
the view?—Yes. 

5706. The Scholarship scheme is for the promotion of banking educa¬ 
tion. And in that connection I may say that marketing will require bank¬ 
ing?—^Yes. But I say all this will come, if we have got sufficient money 
for the purpose. 

ff^O?.'Why do you cormplain about publicity not being given to the accounts 
of the iiidigenous bankers?—I simply ^aid that indigenous bankers should 
give publicity to their accounts. 
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5708. You (.1> uot want the banhs to give publicity?—^You mean Indian 
joint stock banks. 

3709. Certainly?—They are registered under the Indian Companie* 
Act and they must give publicity. 

5710. Mr. Khaitan: Mr. Devadhar wants to know whether the exchange 
banks give publicity to their accounts?—^They do not issue separate 
balance-sheets dealing with Indian business. What I have been advoca¬ 
ting is that indigenous bankers should also publish their accounts. 

5711. Mr. Devadhar: What is the reason?—They have not realised the 
advantage of publicity. They feel that if information regarding their 
capital, etc., will be known to the public that may create an unfavourable 
impression. 

5712. As regards the organisation of the Institute of Hankers, have they 
got any classes for study?—Up to now there was nothing, but this year in 
Bombay we have started a series of lectures. 

5713. Do these differ materially from the class of lectures we have in 
other institutes?—No, more or less they are of the same type. 

5714. Mr. Ramdaa Pantulu: Have you got a list of recognised bank¬ 
ers ?—There is no list of recognised bankers. 

5715. Chairman: You say that students of the Sydenham college are 
only sent from the recognised banks ?—^At present we have no list of recog¬ 
nised banks. We recognise all the banks. We have put the word “recog¬ 
nised” so that, if we want we can omit any of the banks. 

5716. Is that Damocle’s sword hanging over the co-operative bank?— 
No, even the students of the co-operative bank are allowed. 

5717. Mr. Ramdas Pantulu: You say that only fellows of the Institute 
of Bankers ore eligible for election as members of the Council. Will you 
kindly explain how the first Council was constituted?—The first Council 
was constituted of representatives of certain banks, or more or less the 
promoters. 

5718. When this Council was constituted, they drew up the constitu¬ 
tion. May I know if they had invited the co-operative bank?—I went 
there as a representative of the Bombay provincial co-operative bank. 

5719. Were the other provincial co-operative banks invited?—I do not 
know that. There may be a representative of other co-operative banks in 
the meeting. That information will be available from the Imperial Bank 
of India. 

5720. My information is that no other co-operative bank was invited?— 
I can neither deny nor confirm it. 

5721. You say that the subjects mentioned in your memorandum are 
optional subjects. Are they obligatory or voluntary?—At present they 
are obligatory. Our institution has been started very recently and it is still 
in its infancy. 

5722. Is there an additional paper in your college on co-operative bank¬ 
ing?—Y’es, the co-operative bank candidates have an additional paper 

5723. If you make calculations those persons who are in the 
co-operative bank can get employment on a salary ranging betweeii R 9 , ,v200 
1:0 Rs. 500. Compared to other banks, can you tell me what is ^eir 
number?—That number is very small. 
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5724. Do you think that comparing the men in the joint stock banks 
■except the Imperial Bank the men employed in the co-operative bank on 
a salary ranging bet'ween Es. 100 to Es. 500 is comparatively small?—I 
am afraid I cannot give you exact information on the point. 

6725. My point is this that we have got 600 co-operative central banks 
and 8 provincial banks. I do not know about other provinces, but in my 
province, that is Madras, the secretary in the central bank gets from 
Es. 200 to Es. 250? In the Provincial Banks they get at least Es. 400 or 
500—How many secretaries are there in the Madras Province? 

5726. I say about half a dozen -who get Es. 200?—^You may say so. 
Bu^' my experience about the Punjab co-operative bank is that when I 
acted there as an auditor the managers and secretaries did not draw more 
than Es. 50. Most of them were working as honorary secretaries. At 
that time the number of men carrying a salary of Es. 200 was very small. 

5727. That was quite long ago?—^Possibly it was about 14 years ago 
when they did not engage qualihed staff. 

5728. The idea of replacing the honorary workers has been started 
recently?—Yes. 

5729. My point is that the co-operative banks appoint men of good 
qualifications?—^Yes, I quite agree with you. There was a time when the 
co-operative banks did not undertake business of current accounts. 

5730. They are now beginning to do so?—Yes. 

5731. When that is so, do you not think that you ought to consider 
a special course for getting more men trained for the co-operutive banks. 
There are also some special subjects?—I do not see any reason why there 
•ought to be any objection for the introduction of those subjects. 

5732. Have the examinations held in your Institute been very popular 
with the banks?—Of course there has not been much time for these ex¬ 
aminations and we cannot say that the examinaticaiB have become very 
popular. 

5733. Have you prescribed a course for economics?—Yes. There is an 
elementary course of economics, 

5734. Do you know if any university has prescribed commercial bank¬ 
ing?—There is hai’dly any university which has done that. 

5735. I may tell you that the Madras University has done that.—^What 
steps have they taken? 

5736. They have prescribed the elementary course of commerce?—I 
am aware of that. 

5737. There is no necessity for any change being made?—No. 

5738. At present the School Leaving Certificate to students enables 
them to appear for the London examination of Institute of Bankers?— 
Yes. 

5739. Is the Matriculation examination allowed?—^Yes. A good many of 
our candidates who appear for this examination are those who have passed 
the Matriculation. 

6740. Mr. Ramdas Pantulu : You say that no information will he fur¬ 
nished to candidates about the number of marks that are required to 
secure a pass in the examination?—^Yes. 
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5741. Who do you follow a different method from Universities in this 
ease?—That is the method employed by several examining bodies other 
than Universities or schools. 

5742. Why should not candidates know what standard they should 
satisfy and how many marks they should secure in order to get a pass?— 
ObAuously it seems unfair to withhold that information.—Supposing we 
found that the paper in a particular year was a bit stiffer than in normal 
years, the Institute might allow people who have secured only 35 per cent, 
of the marks to pass that year, although the ordinary percentage for pass 
marks may,be 40. That, as I have already stated, is the practice of various 
other bodies of a similar typo. T know the Punjab University recently got 
into trouble. A case was filed against them because in the first examina¬ 
tion a few students failed; and in the second examination they passed. 
The Punjab University has since given up the practice. 

5743. I find that you prohibit men, who have already passed a certain 
examination, from appearing in the same examination for the purpose of 
securing some distinction or honour?—^The idea is that a person who has 
already passed should not appear again and score distinction against a 
person who has passed for the first time; he should not be given any 
linduo advantage. 

5744. You said that you favoured the idea of people with certain amount 
c.f training being sent abroad with the help of the banks or with the help 
of Government or both. Do you think they would get the necessary faci¬ 
lities?—^As I stated if proper steps are taken, it is possible; it is only a 
suggestion. I am told by a member of this Committee that there would 
be no diffioulv at the other end and that any difficulty that there may be 
would be at this end only. Of course, the number of persons to be sent 
should bo very small so that they can gain easy access to the different 
banking institutions in England. 

5745. Do you think that the professor in charge of the subject of bank¬ 
ing should be a man who has practical experience or training in banking?' 
—Banking practice is not the only thing that a Professor of Banking should 
be required to know. 

5746. I am speaking of the desirability of founding a special chair for 
that branch of the subject?—^That does not mean a special chair in bank¬ 
ing practice. But I would certainly welcome a person who is sound in 
theory and has in addition practical experience to a person who has had 
only theoretical training. But the difficulty is of finding suitable men at 
rates of pay which our Universities can offer. 

5747. But if men are available and if funds are available, you would 
favour the idea?-—I would certainly prefer it: but I say it is difficult in 
actual practice. 

5748. Do you favour the. idea of Ihe students being asked to study 
Practice in bank-ing in some institution in batches just as the law studenm 
study in law Chambers?—T have suggested that students should be allowed 
to spend therir long vacations in banking institutions. 

5749. Do you think that a special chair, in indigenous banking can be 
usefully established for teaching the indigenous hanker modern methods ok 
banking?—I am afraid I cannot commit myself to that view'. 
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5750. You say tliafc there is no need to have the B.Com. course in each 
University. Do yon agree to a College of Commerce in each province?— 
Yes, but it depends on the individual requirements of the different pro¬ 
vinces. 

5751. If cerlaiu provinces want more than one college?—I have no 
objeetiion. 

5762. Chairman : I just want to put you one question regarding edu¬ 
cation in co-operative banking. If you think that you do not want to- 
answer it, please say so without hesitation. In Bombay you have got a 
Provincial Co-operative Institute and one of the examinations it holds is 
the Bank’s officers diploma examination, and that practically corresponds 
to one of your Institute’s examinations?-—Yes, so far as designation goes; 

I cannot say that regarding the standard, though. 

5753. Mr. Ramdas Pantulv : Can you toll me what is the reason under- 
Iving your suggestion that the examination of th(i Institute of Bankers 
should include only an optional paper on Co-operative Banking?— I take it 
that it really moans three papers; in any case two, because, you cannot leave 
out agricultural su])ply and inarketiug.—The answer is that the examina¬ 
tion held by ll;e Indian Institute of Bankers would have a higher status 
than the examination of the Co-e 9 erative Institute. 

5754. That is all?—Yes. 

5755. You say that the people who want to be employed in these co¬ 
operative banks must possess the diploma of the Indian Institute of Bank¬ 
ers in preference to the diploma of the Provincial Co-operative Institute. 
Is that the view?-—The reason why there is that demand is that the stand-* 
ard of the Insrifute of Bankers’ examination is considered higher. 
Another reason is tliat the Indian Institute of Bankers caters for the- 
whole of India wliereas the Provincial Co-operative Institute is confined 
to the Presidency. 

5756. Do you not think tliat it would be desirable to add a paiper on 
agricultural supply and marketing since it is so important from the point 
of view of the Co-operative Movement?—It is not so important from the- 
point of view of a student of banking. 

5757. It is now becoming increasingly important?— If in future 9 
demand arises, 1 have no doubt that it will be included in the curriculum.. 

5758. Do von know if in Germany they have got an Institute of Bank¬ 
ers?—Tliey have got a Bankers’ Institute. 

5759. Do they conduct examinations?—Yes. 

5760. Is Co-ojH'ration one of the subjects?—[ am afraid I have no¬ 
information, 

5761. Dr. Hi/der: Have you got a good library at the Institute in Bom¬ 
bay ?—Yes. 

The last time T vi.-lied it, I got a list of just 42 books in that library. 
That might have beju soon after the inauguration of the Institute. 
Mti-V I know the date on which this list was given to you? fThe list was- 
handed roniicl to,the piotnljer^ of the Committee) 
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Rao, representatives of the Madias Central Urban Bank, Limited, were 
-examined. 


5762. Chairman : Mr. Menon is the Director, Mr. Rao the Vice-President 
and Mr. Rangaswami the Secretary of the Madras Central Urban Bank?— 
Yes. 

5763. You state that credit facilities are required not for floating 
industrial concerns or finding capital outlay but for helping current require¬ 
ments. I take it that your view is that finance for block capital can be 
found by indu.strial concerns without difficulty from private subscriptions 
of shares or debentures ?—Yes. 

5764. You say that advances for current requirements should not be of 
a character always returnable within six months or a year, but must cover 
longer periods. Would you kindly give the Committee an idea of the 
maximum periods for which such advances might be required by the various 
industries in your province wdth which you are familiar?—The chief 
industries in the Southern Province are textile industries, oil-crushing, one 
or two sugar factories, trade in copra products, coir-maldng, and things 
like that on the west coast. Generally in these eoncerns the advances 
that the industries take from commercial or other banks do not provide 
them the credit facilities beyond a period of six months, and it is thought 
that this period of six months is not sufficient for them to realise the 
proceeds of manufacture and keep their engagements with the banks from- 
whom they get the advances. I am of opinion that short period advances 
of three and six months are unsuited and provision must be made avajl- 
-*hle for such advances continuing for a period of at least two years. 
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6766. Do you refer to advances for working capital ?—Yea. It so 
happens that on occasions these industries have got to provide themselve* 
with the necessary raw material, stock them, manufacture the goods, 
market them and get the proceeds out of the marketed quantities to enable 
them to return the advances made by the banks. It does really take. ii> 
ct.Ttain concerns inoio than six months and it is not; possible for the 
industries to return the capital advanced to them by the credit institutions- 
within such short periods. 

5766. But is not the advance renewed if there is sufficient security?-*- 
There is a certain amount of uncertainty, the renewal actually depending 
on the chief executive of the bank from whom the advance is taken. There 
is a certain amount of chance in it and I want to see that the period of 
advance is made longer, so that the factor of chance is reduced to a 
minimum. 

5767. Is it your desire that it should be made longer by legislation-pr 
do you want banks themselves to take a more favourable view of these 
cases and grant advances for longer periods, provided, I 'take it you 
concede, that there is adequate security?—It is absolutely necessary to 
have legislative provision, because under the existing Act advances are not 
made for a period beyond six months. 

5768. -^fr. Laniond: Are you aware of the present practice of the 
Imperial Bank in giving such finance for working capital?—They give 
advances on the continued security of stock and machinery. 

5769. These advances are on a demand basis collaterally secured by 
stocks held from time to time?—We have a hypothecation deed executed 
in favour of the Imperial Bank and the bank advances on continued- 
security. 

5770. It is a continuing security against a demand advance and there 
is no question of six months, it is on a day to day basis ?^—It is a question 
of demand. 

5771. Have you any working knowledge of how it is done? Such 
advances are not called up as long as the security is there?—Suppose an 
industry is started with five lakhs of rupees of capital and all that money 
has been spent in the purchase of machinery, site, etc., and in the course 
of development of that business some more additional capital was required. 
Public subscriptions will not be coming forward until a dividend is declared. 

5772. That is not the class of advance w'e are now discussing. 

511B. Chairman: One of you admitted that what I had assumed in the 
first part of the question was correct and that this statement did not refer 
to block capital, but only to working capital ?—l'he overdraft on debentures 
and block capital includes raising of additional capital. 

5774. We have done with that and we arei now on working capital. 
If you turn to my question, you will find that I made a certain assumption 
and one of you said that that assumption was correct, which means that 
it does not refer to block capital, including capital for extensions. There¬ 
fore the point regarding gi-iirg advances for additional capital for purposes 
of development or extensions is not at issue at the present moment?—Wheij 
we referred to money reqinred for current expenditure, we had in mind 
raising of additional capital by debenture and blocks. 



5775. Then the answer to the first part of the question has been wrong? 
—The answer was probably given by one of us without fully understanding 
iihe significance of what you said. 

5776. If you now say that the requirements of block capital are not 
fully met by private subscriptions of shares and debentures, that is an. 
aspect we can examine separately. We are now on current requirements, 
i.e., what is commonly known as working capital?—As far as I know, and 
I am connected with some industrial concerns, there is no machinery in 
any bank to examine and correctly assess the value of any industrial under- 
ta^g, e.g., whether it is successful or whether it is in a position to' 
declare any dividend. 

5777. May I suggest to you that advances for working capital are 
generally given against the hypothecation of stock of some form or other? 
That being so, the consideration you urge does not arise in the case of 
advances for working capital?—It may not be possible in all cases to 
•convince the financing agency that the stock is really valuable. 

5776. If you cannot convince the existing banking agencies, how do you 
propose to convince the now agency, whose; creation you are probably 
recommending later on, that the stock is sufficient security for the advance? 
—The ordinary banking concerns have not the qualification to assesg the 
value of industrial concerns. 

5779. Mr. Lamond : Any stocks which a bank could lend against would 
he marketable and therefore would have a market value?—Suppose I carry 
a proposal to a bunk to advance money against timber floated in the river. 

5780. Would you call that a good banking security?—The banks will 
not eonsidcr it as a business proposition. Suppose I have a concession 
from a certain Indian Euler to cut about 3 lakhs worth of timber and 
they are being dragged by elephants in the forest, the banks will not advance 
on the security of the timber. 

5781. Chairman: May I point out that that was not the difficulty 
referred to in your memorandum? There the difficulty was that the 
finances were always returnable within six months or one year. You are 
now talking of cases where yo\i cannot get any advance?—^Thero are banks 
which consider such security a good one and we require such banks. 

5782. My point is that it is a different proposition from the one which 
you have stated in your memorandum which we have been trying to 
pursue, though 1 admit it is a good proposition for examination?—We do 
not quarrel with the system of financing don(> by any of the existing banks. 
We want' a suitable banking system wbieh will finance this kind of require¬ 
ment. We are not particular about which bank does it. If the existing 
banks will not do it, we require a different kind of banks which will do it. 

5783 . That is. you want a b.ank which will provide money without being 
satisfied about the soenritv?—That is not our intention. If the existing 
banks are not conversant with this bind of business, we want other suit¬ 
able banks which can go into these matters in detail and satisfv themselves 
about the concerns. 

5784 . How can they satisfy themselves? The specific case you 
mentioned was .about timber floating in the river?—I shall pursue the 
question of financing timber. On the west coast timber is financed by the 
Imperial Bank in an indirect m.anner. If the timber merchant wants 
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money, he executes a demand hundi £<» three months. He goes on chang¬ 
ing this hundi every three months or six months. Practically the Imperial 
Bank is discounting these hundis. 

5785. The Imperial Bank lends money in two ways, one on personal 
security and the other on the hypothecation of goods?—^But they discount 
the hundis. 

5786. That is a case of personal security. I do not want to pursue the 
matter, because I notice that you are changing your ground every five 
minutes. You began by saying that the advances made should not be 
of a character always returnable within six months dr one year. As soon 
*a I tried to pursue this proposition, you said that you want block capital 
for extension,. then you said you want money for working expenses on the 
security of timber in the river. Therefore if you shift your position every 
time, it is impossible for me to pursue the matter. 

6787. Mr. Khuitan: 1 agree that the language of the witness is not 
quite happy, but he is supposed to give us his views and the facts he has 
in his possession. Mr. Menon thinks that the timber floating in the riv» 
and the timber dragged by elephants ought to constitute good securities 
on the basis of which there ought to be some bank in India which would 
consider it safe to advance money. 

5788. Chairman: If so, the memorandum should have been worded 
differently. If Mr. Menon had said that his difficulties are in regard to 
the obtaining of money for his extensions and developments and in getting 
advance for working capital in eases where the bank does not consider the 
security to be adequate, I should have entirely agreed?—We are not 
financial experts, we feel some difficulty and we only place them before 
you. There are some businesses in which the returns will not be ecwily 
obtainable within six months or one year and in which the facilities for 
repayment should be extended beyond that period. 

5789. Mr. Ramdas Pantulu: Both Mr. Menon and Mr. Bangaswanoi 
adhere to the statement that financial accommodation is required for more 
than six months or a year, and that is the real point. Whether they get 
it or not is a different matter. 

5790. Chairman : The proper procedure would have been for the 
witnesses to have kept their additional difficulties in the background until 
the difficulties specifically brought to notice had been discussed and settled. 
We shall now pursue the specific observations put forward. Let us make it 
clear who is going to be the chief spokesman. That will make the dis¬ 
cussion a little more orderly. T do not of course mind others making 
observations?—Mr. Kangaswami: T shall be the chief spokesman. 

5791. Mr. Mann Suhedar : You refer to the formative period of 
mdustries and you refer to the early undeveloped conditions in which they 
find themselves. It is not very happily expressed, but what you imply is 
that industrial ventures in Madras .are at present on a small scale, most 
of them are new and that they are experiencing certain difficulties?—Y'es. 

5792. You refer to the industry being placed on a self-supporting basis, 
hv ‘self-supporting’ you mean that the industry should bp able to carry 
on with its own financial resources?—^Yes. 

5793. You have in mind the shortages of. finance at oert.ain stages, 
■irrespective of the nsp to which the finance may he put?—Quite so. 
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5794. Then you sfiy that these shortages cannot be made up by advances 
for six months or one year which alone are available at present on certain 
kinds of security?—^Yos. 

5795. On certain other kinds of security no advances are available at 
all?—Yes. 

5796. Working capital and block capital are very nice distinctions of 
which you may not be quite clear, but your difficulty is two-fold; firstly, 
■^hen an industrial venture has been started and when a certain amount of 
money has already been sunk into it and when it comes to the point of 
working prqperly, if there is little shortage, you have no financing agency 
to make up for that shortage?—Quite so. 

5797. ' Secondly, on stocks which are in process of movement or. on 
stocks of certain kinds, the banks would not give any advance?—There are 
certain things in process of manufacture against which no advances are 
available. 

579S. And you desire that machinery should be created or existing banka 
should be induced to assess the value of those stocks and make fuller 
advances than they are now- making?—Quite so. 

5799. Mr. Devadhar: Would you tell us how long the period of repay¬ 
ment should be?—I have said that it should be two years. 

5800. Will that be a sufficient period ?—Personally I think that should 
be sufficient. 

5801. Do you expect to build up within that period some resources by 
means of which you can pay oS the advances?—If such advances are made 
on things in the process of manufactui'e the finished product could bo 
marketed and money realised for repayment. 

5802. That is to say, within that period you will be able to provide for 
the repayment of the advance without causing any inconvenience to 
yourself?—I expect that in ordinary circumstances industrial concerns wjll 
be able, within a period of two years, to clear a major portion of tho 
borrowed capital. 

5803. Can you mention two or three industrial concerns which are at 
present languishing for want of adequate capital and which, if given 
advances repayable in two years, would in that time be able to repay 
the liabilities they have undertaken either by way of working capital or 
block capital?—We were discussing about working capital, which could be 
repaid by selling the goods manufactured. 

5804. What about the current expenses?—That pres\ipposes that the 
proceeds of the sale would not leave any profit behind. I never con¬ 
templated that position. 

5805. Mr. Devadhar: May I know what industries you have in view?— 
li was talking about the textiles and the sugar industry. Supposing a 
person is running a factory with power and hand looms, he has to purchMe 
yarn and meet other incidental expenses, his cloth will not be ready to 
be given as security for advances that he might require for further 
processes of finishing, printing, etc. Therefore it is that I say that it 
will not be possible for him to repay his loan within a period of 6 months. 
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5806. Do you know of many oases like that where people have suSered?' 
—Yes. 

5807. Mr. Lamond: Your suggestion is that advances should be mada 
by banks at least for a period of 2 years during which period you think 
the concern would be able to meet its expenses and make sufficient profits, 
to enable it to liquidate the loan which it has taken from the bank ?—1 
should think so, speaking generally. 

5808. That is a verj' pious wish, but I do not think that it will ever 
be possible in actual practice to do so?—It all depends on the nature of 
the business the concern does. 

5809. Mr. Jamal Mohammad: During the period of two years you also 
anticipate that the concern would increase its working capital by the 
floatation of debentures and stocks and with the new capital thus raised 
you will also be in a position to repay your original loan from the bank. 
Is that so ?—That could also be done. 

5810. Seth Haji Abdoola Haroon: On what percentage of the block 
will a bank advance loans to such concerns as you contemplate?—I shall 
be satisfied if a bank will advance up to 60 or 70 per cent, of the total 
value of the block of the concern. 

5811. Supposing such an industrial concern tailed, do you mean to 
think that a bank will ever be able to regain its loan?—I do not contemplate 
that such a thing will happen. Of course, your point also ought to be taken 
into consideration, but I am talking only of indu.strial concerns which are 
aptually thriving. 

5812. I am putting this question to you because there was an actual 
case which happened in Karachi where a glass factory with a capital of 
Es. 3 lakhs found it unable even to return a loan of Es. 10,000 which it 
had taken from a bank?—We can only legislate for the benefit of ordinary 
fair business concerns. We cannot legislate for extreme cases of the kind 
you contemplate. 

5813. Mr. Khaitan: Would I be correct in understanding you to mean 
that a bank should come into existence which would take note of the block 
and stocks which are required for the carrying of a concern, separately?— 

Yes. 

5814. As regards the block you intend that there should be some bank 
which would value the block properly and advance such an amount of 
money or such a percentage of the total outlay as may be considered safe 
for the bank to invest in that concern taking other circumstances into 
consideration such as the. possibilities of selling of stocks and other .assets 
of the concern. Is that your idea?—Yes, that should be done. 

5815. In that case you cannot prescribe any particular percentage of 
the original capital outlay which the bank can advance?—Yes, each case 
will have to be considered on its merits. 

5816. As regards stocks, the present system under which advances are 
given for 3 or 6 months is also, according to you, not quite a satisfactory 
state of affairs, and even here you agree that advances will again depend 
upon the merits of individual cases. The bank will have to ascertain the 
saleability of the raw materials, etc., and will also have to keep a certait 
margin for its safety. Is that your position?—That is so. 

VOT,. IlI 2 Q 



5817. Sir Hugh Cocke : You told ub just now that a bank should be 
in a position to advance up to 60 or 70 per cent, of the block value of an 
industrial concern and you also said that the concern would be able to 
liquidate its loan within a period of 2 years. Now, I pub it to you, that you 
are very optimistic indeed. Take the case of a concern which has a block 
oapital of Ks. 20 lakhs. Supposing it required 50 per cent, of its block for 
working expenses, do you anticipate for a moment that a concern would 
be able to liquidate a loan of Ks. 10 lakhs thus obtained from a bank, 
within a period of 2 years?—Much depends on the nature of the articles 
manufactured by the concern. 

5818. Would you expect that loan to be renewed at the end of two 
years?—Some little balance may possibly be left over, but I think that 
the major portion of the loan would be liquidated. 

5819. Can you give the nature of any concern which will be able to 
liquidate its debts within a period of two years?—I have not set my mind 
on any particular industry or concern, but that is my general impression. 

5820. Mr. Ramdas Pantulu : You do not contemplate that a bank should 
advance all the 60 or 70 per cent, of the value of the block. You only 
refer to the maximum and it is up to the bank to advance as much as 
it can possibly do in relation to the amount of loan asked for by the concern. 
Is that not so?—That is the position. I do not contemplate a position 
where a concern which has sunk Ks. 100 lakhs in its business will go a 
begging for Ks. 70 lakhs. 

5821. Chairman: Am I to understand that your point is that in spite 
of the fact that there is ample and proper security, in very many cases 
banks do not advance as they ought to?—^That is the position. 

5822. You have devoted the major part of your answer to the first 
question to the requirements of agriculture and co-operative banka and 
societies, as you have classified agriculture as a basic industry. Agriculture 
and co-operation have already been dealt with by the Provincial Banking 
Committees and this Committee will in due course give its earnest con¬ 
sideration to the facts and recommendations in regard to these two 
subjects contained in the Provincial Committees’ Reports. There are, 
however, one or two questions relating to cash credit facilities of co¬ 
operative banks which I should like to put to you. You refer to the 
withdrawal by the Imperial Bank of India of the existing cash credit 
facilities on the backing of co-operative paper and draw pointed attention 
to the fact that the security of such agricultural paper is unimpeachable. 
There is another aspect of the matter which the Madras Committee have 
dealt with in paragraph 356 of their report. It is that in times of crisis 
when the co-operative banks require this cash credit from the Imperial 
Bank, the latter may also be obliged to protect its own cash reserves, 
being itself a commercial bank, with the result that it might find it neces¬ 
sary to cancel its cash credit. Such a situation would be undesirable aud 
unsafe. It is therefore necessary for the co-operative banks to build up 
their own fluid resources. Have you anything to say in regard to this as¬ 
pect. of the matter?—Yes, I have got a few obsdl^tibns to make in regard 
to this matter. It is contemplated that in a ^riod of crisis, not only 
the co-operative banks but also the Imperial Bank itself will have to 
safeguard its resources. The Imperial Bank then may not be in a position 
to continue the overdrafts granted to co-operative institutions. When I 
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mentioned that the facilities must be made more stable in the Imperial 
Bank, I was taking into consideration the fact that the Imperial Bank was 
not only a commercial bank but it was functioning as a State Bank under 
existing conditions. All the surplus revenue of Grovemment being kept 
with the Imperial Bank, I contemplated that Govemmeijt should through 
the Imperial Bank continue the credit accommodation given to the co¬ 
operative institutions. I think it is a matter well-known that recently 
Government went to help the Burma Provincial Co-operative Bank to the 
tune of no less than Es. 30 lakhs. Some years ago difficulties arose in the 
case of the Central Provinces Provincial Co-operatjve Bank as well, and 
Government stepped in and provided sufficient credit for that institution 
to ti^e over its difficulties and continue work. 

5823. Mr. Manu Suhedar: The Burma case which you referred to 
proves the need for all the more caution. As you yourself admit, the 
Government had to write-off a sum of no less than Es. 35 lakhs?—I am 
not for one moment oblivious of the need for caution. I admit they should 
themselves provide for funds for fluid resources in cases of emergency. 

5824. You argued that the importance of financing agriculture is SO 
great that Government themselves have recognised it and have made good 
deficiencies in the case of two institutions when a crisis occurred and you 
said that the Imperal Bank should not be so conservative as it is to-day, 
I pul it to you—though I am personally not against your suggestion— 
is it not a case for the Imperial Bank to exercise more caution in regard 
to this matter ?—^I do not for one moment urge that there is no need for 
caution. But what I am trying to say is that it is not quite advisable 
for the Imperial Bank to withdraw all the existing credit facilities which 
they offer to the Co-operative banks vidthin so short a period as 5 years. 

5825. Mr. Ramdag Pantulu ; So far as the rate of interest on the loan* 
which you make is concerned, I take it that it is a fixed rate unlike the 
rates of the Imperial or the other joint stock banks?—That is so. 

5826. And you keep to your fixed rate in spite of other seasonal 
fluctuations in the money market and considerations of that sort. Even 
though the money market is very tight, you do not increase your rate 
of interest. Is that so?—That is exactly the position. 

5827. And for the help that you are rendering for the agriculturist by 
not raising your interest rates even in times of crisis, you expect Govern¬ 
ment should also do something through the Imperial Rank for you in 
times of crisis 'in return in consideration of your seiwice to the agriculturist. 
Is that the position?—That is our view. 

5828. Mr. Devadhar: In the case of Burma and Central Provinces to 
which you referred, were they on the verge of grief because for want of 
prudence and lack of business talents on the part of the management or 
was it because that there was something inherently wrong with the basic 
principles of the co-operative movement?—I would not say that there 
was anything inherently wrong, but all I would say is that possibly with 
better management those banks would have probably tided over their 
difficulties. 

5829. Chairman: You state that the export trade in cotton and ground¬ 
nut ib mainly in the hands of middlemen and mercantile iionses ronirolled 
by large European capitalists having their ramifications throughout the 
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country and that these merchants fix the prices far in advance V)efore the- 
harvest and move them for shipping to the ports in the various pmvinces. 
This subject has also been fully dealt with by the Madras Committee in 
its report, but there is one point on which I should like to make the posi¬ 
tion clear. Although in the finance of the cotton trade there are three 
distinct marketing methods employed, one of which provides for advances- 
to the cultivator before the harvest, in the case of the ground-nut, the 
committee report that the large European exporting firms, who have their 
local agencies all over the country and all the principal groundnut centres 
in the harvest season buy for cash locally and do not ordinarily give ad¬ 
vances for growing the groundnut. Have you any facts and figures in 
your possession to contradict this general statement of the committee? — 
The general statement made by the Madras Banking Enquiry committee 
with regard to financing of groundnut is on the whole correct. There are, 
however, instances where cash advances are paid at the rate at which the 
crop is to be supplied to mercantile houses quite ahead of the gathering 
of the produce. When referring to this fact I have particularly in view 
two districts, namely, Salem and Vizianagaram. With regard to Salem 
advances are paid to the people who grow groundnut. And with regard 
to Vizianagaram I have got information from one of the directors of the 
bank and advances are paid prior to the growing of the crops and prices 
fixed ahead. 

5830. Sir Purshoiamdas Thahurdas: What security do the mercantile 
houses get for these advances?—They will take collateral agreement. 

5831. What do they do in case of the produce failing?—The mercantile 
houses keep a sufficient margin when giving advances. 

5832. How much margin do they keep?— 1 cannot give you the definite 
figures. 

5833. Will you kindly make enquiries and let us know?—Yes. 

6834. You will also make enquiries whether there are any bad debts 
and approximate amount of advances they get?—Yes. 

5835. Mr. Manu Subedar: May I also suggest to you that you will 
kindly make enquiries whether they get advances every year from the same 
person or different persons?—^Yes. 

Mr. Ramdas Pantulu: It is generally from the same persons. 

6836. Mr. Lamond: We have been told by several witnesses here that 
exporting firms make such advances. The Manager of the Ealli Brothers 
in Bombay stated that they did not make such advances. It is difficult 
to believe that they do so as by the time exports are made, there may 
be a change in the Home market. The point is very important and we 
shall be glad to have the names of the firms who are making such 
advances?—^Yes, I will also get the names of firms. 

5837. Mr. Ramdas Pantulu : Mr. Subbarao of Vizianagaram, one of the- 
directors of the M. C. U. B. is connected with the business of groundnuts. 
He also said that the information was accurate. He is a man of some 
experience and if you will get the information from him, it will be better?— 
T am getting the information from him. 



6888 . Dr. Hyder: Will you kindly get the information both from 
Salem and Vizianagaram?—Tea. 

5839. Chairman: When you mention that there has been a cinrtail- 
ment of facilities, you naturally refer to the Imperial Bank. Can you tell 
us whether this curtailment has any effect?—No, as I have already men¬ 
tioned in my memorandum, they are trying to get advances from the 
Imperial Bank even at 7 to 8 per cent. 

5840. Therefore, the curtailment has some eSect?—^No, it has effect 
in the increase of rate to the primary societies. 

5841. When was this curtailment started?—Only last year. 

5842. During these twelve months there has been no effect?—No. 

5843. Mr. Ramdas Pantulu: Were they holding any Government 
paper?—^Yes up to the value of sixty three lakhs. 

5844. Chairman : During these twelve months, it has not affected the 
primary societies’ borrower?—No. 

5845. Mr. Ramdas Pantulu: How much more Government paper is 
there?—I do not recollect the figure. 

5846. I think it is about 50 lakhs. And 25 per cent, of that amount 
is 13 lakhs, which is absorbed?—Yes. 

5847. Chairman : You say that the recent decision of the Imperial Bank 
of India not to accept co-operative paper as collateral securities for the 
overdrafts granted has greatly embarrassed the co-operative movement in 
regard to financing agricultural marketing. From your memorandum I 
understand that cash credits are given for two purposes (1) for utilization 
as fluid resources and (2) for short term loans rej)ayable within a year. I 
gather that the withdrawal of the cash credit facilities by the Imperial 
Bank against the co-operative banks paper refers only to the facilities 
utilised by the co-operative banks for the purposes of their fluid resources. 
Have you found any difficulty in obtaining short term loans from the Im¬ 
perial Bank for financing agricultural marketing on the security of pro¬ 
missory notes of the Central Banks and the scicieties?—Up till now no 
occasion has arisen for us to raise any short term loans on the strength 
of co-operative paper, because the Imperial Bank has been allowing over¬ 
draft. 

5848. Have you yet approached them or not?—There was no necessity 
up to now for asking for short term loans. 

5849. Mr. Ramdas Pantulu: Subsequent to the curtailment of facilities 
there is a circular issued by the Imperial Bank about the short term loans. 
Am I correct in this?—Yes. 

5850. It is very recently?—Yes, about a week or two. 

5851. Two or three banks in the Northern Oircars were giving short 
term loans for helping agricultural marketing. I think those are the 
banks in Bajamundry, Guntur, etc., but they have stopped these loans 
since the curtailment of facilities by the Imperi.-il Bank?—^Yes, they are 
now not giving to a large extent. 

5852. Chairman: My point is this. Have you found any difficulty in 
obtaining short term loans from the Imperial Bank on the security of 
promissory notes?—There is no such arrangement. We ask loans for 
financing agricultural marketing on the notes of primary societies and 
Central Banks. 
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5853. Mr. Manu Subedar: Has not the drain which you just referred' 
to spoiled your balance sheet position? Has it /orced you to withdraw 
your loans from other banks?—We cannot withdraw them, because they 
were fixed for a definite period. 

5854. Has it forced you to sell the Government paper 1—Yes. In 

October of 1929 we sold Govemmeitt paper of the value of Bs. 15 lakhs. 

5855. Mr. Lamond: Did you sell those securities because of the with¬ 
drawal of the facilities?—^It was soon after the Townsend committee’s 
report. 

5856. Was it on account of the withdrawal of facilities?—We hai to 
provide funds. 

5857. Mr. Manu Subedar: Did you feel any danger on account of the 
withdrawal of these facilities?—^No. 

5858. Mr. Ramdas Pantulu: Did not the Begistrar actually send you a 
ei.”cu|ar asking you to provide yourself with fundg for fluid resourc’cs?—Yes. 

5859. Then are you right in saying that there was no danger?—No. 

5860. Chairman: In your memorandum you refer to the improvement 
of the present state of things by extending the facilities provided by the 
bills through the agency of the co-operative movement. The Madras com¬ 
mittee has considered the possibilities of linking the co-operative societies 
more with other banks by the development of a realizable form of agri¬ 
cultural paper. They have come to the conclusion in paragraph 147 of 
the report that while it is easy to develop such paper in respect of loans 
granted on produce, which has been gathered and put into godowns, they 
think it is difficult to create agricultural paper which would be readily 
accepted as security for loans outside the co-operative movement in respect 
of loans for growing crops. Would you kindly favour the committee with 
your views as to How the difficulty in the latter case can be surmounted?— 
At present the co-operative paper which is given security for the advance 
made by the bank is an on-demand promissory note. It does not clearly 
indicate whether the promissory note has been executed for the purpose 
of holding up the produce in the godowns of certain banks or not. The- 
creation of special co-operative paper which will be on tangible goods should 
be able to command sufficient confidence for its being discounted and re¬ 
discounted. 

5861. I quite realise that such a paper may be useful for the purpose. 
The Madras Banking Committee have expressed an opinion that it is 
difficult to create agricultural paper for growing crops. Is there any diffi¬ 
culty or not? If there is no difficulty, you may say so?—I may say that 
the difficulty is slightly exaggerated. What we contemplate now is this. 
The promissory note of the primary societies will be executed only for grow¬ 
ing crops. That is what we are contemplating. 

5862. I quite realise that class of paper will be useful. I want to 
know whether there are any practical difficulties regarding its acceptability 
outside your Movement?—^Yes, there are some difficulties and legislation 
is required for the purpose. 

5863. MTiat are the difficulties?—Under the existing Co-operative law 
there is no special provision made for the produce of consumable commo¬ 
dities. Once a special provision is made, co-operative paper can be- 

•sreated. 
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58(54. Apart from the legal difficulty, is there any other difficulty?-— 
Yes, as already mentioned, there is no tangible property at the time ot 
entering into a contract. 

5865. Will not the person willing to subscribe to that paper use the 
money borrowed for any other purpose?—No. 

5866. Is that principle observed and realised?—It has got to be insisted 
upon. Money borrowed for a certain purpose must be used for that 
purpose. 

5867. Dr. Hyder: You have been in this movement for a long time and 
you say many times that principle is departed from. Do you anticipate 
there will be any difficulty in ensuring that that principle is really 
followed?—It has already been begun to be observed. 

5868. Chairman: With success?—^With certain amount of success. 

3869. Eegarding the legal aspect Mr. Hood put this question in the 

Madras Banking Enquiry committee and you said that there is a Bill being 
drafted on the subject. May I know what happened about this Bill?— 
That Bill has been suspended. 

5870. Can you give us some idea as to why it was suspended?—It has 
been suspended for some reason or other. And it will be brought forward, 
in the next session of the local Council. 

5871. Mr. Ramda:^ Panfuln: The Bill has been drafted; the Eegis- 
trar wanted to have a separate Bill for the land mortgage banks. I 
have addressed a letter to the Eegistrar stating that they must make a 
specific provision for the charge on the crop for ordinary co-operative 
loans advanced to raise the crop. I have received a reply which I shall 
show to the committee tomorrow. 

Chairman: If you get the copy of the Bill you will be able to give ua 
further information on the subject. 

Mr. Ramdas Pantulu: Yes. 

5872. Mr. Manu Subedar: You have stated that loans are given by tba 
primary societies and sometimes it happens that the interest is also late 
in coming in. Do you mean to say that the co-operative paper will be 
taken as an accommodation paper?—^My idea is that we should have a 
different sort of paper. 

5873. But the promissory notes will represent merely liquid assets or 
assets which could be realised. Instalments are coming in very late; they 
are not coming in regularly. So, would you not say that it is accommoda¬ 
tion loan?—I do not know that. You may call it so. 

5874. Anyhow do you think there will be some improvement in future?’ 
—^We are already devoting our attention to this question. There will be 
two different promissory notes. One will be for short term loan and the 
other for long term loan. 

5875. In your memorandum you say, "It is only then that the benefitft 
of banking arrangements can flow direct to the producers instead of being 
limited to the already well-to-do and influential middlemen and traders, 
most of whom are of European origin.” Your view is that the handling 
of the produce is passing and has very largely passed into the hands of the 
largo European exporting firms and that these European merchants are 
assisted by cash credits on a basis on which Indian merchants (:annot 
expect. The small merchants are therefore handicapped and in their lurD> 



6^2 


the handicap reaches down to the producer. Tour object is that this 
handicap should be removed?—^Yes. My idea is to knock out the large 
number of middlemen between the producer and the market, so that the 
profits may ultimately go to the grower. As a matter of fact my pro¬ 
gramme envisages a point where the producer will get a better price for 
his produce on account of the elimination of the large number of middle¬ 
men and there will be institutions created to finance certain crops in the 
hands of the producer or the merchant. The Co-operative Movement will 
then take the place of the middleman. 

5876. But the European exporting firms can always depend on getting 
easier finance?—My idea is that on a large scale the Co-operative Move¬ 
ment will be able to stand up on its own legs in spite of the easier finance 
procured by the European firms. 

5877. Mr. Devadhar: Do you not cxpe(;t that by the time the co-opera¬ 
tive organisations come to finance all these industries, we might get even 
Indian firms to deal with foreign countries?—Quite likely. 

5878. Chairman: You suggest that a separate organisation should be 
brought into existence mainly for financing producers and industrial con¬ 
cerns on the basis of long term credit. Do you advocate the establishment 
of one institution for providing agricultural as well as industrial finance? 
In tbs case of the agricultujrist, has not the difificulty been solved by the 
estaWehment of land mortgage banks?—The land mortgage banks are 
there <o advance money to the landholder. 

5879. Do yo.u think that the same institution will provide long-term 
credit bcth for agriculture and industry?—^I look forward to separate insti¬ 
tutions 1 ir dealing with agriculture and industry. 

5880. Mr. Ramdas Pantulu: With regard to these land mortgage banks, 
you of course know that they are on a Co-operative basis. You also know 
that a number of restrictions are placed on their powers of lending; only 
recently the Madras Kogistrar has raised the limit to Es. 5,000 for accom¬ 
modation ; and I find from the reports of the several Provincial Committees 
that they have recommended that large sums should not be advanced 
through the co-operative land mortgage banks. Do you not think that there 
is a very large class of landholders outside the co-operative Movement who 
want larger accommodation? Is there any need for commercial land 
mortgage banks besides the co-operative mortgage banks?—I do not think 
at present any commercial banks advance moneys. 

5881. Do you think that with the present restrictions it will be possible 
to solve the problem of long-term advances to those people?—Not with the 
existing limitations; though I know that in the Madras Presidency there 
has been a persistent demand for these facilities. I remember the late 
Mr. G. Venkatranga Eao once told me that there was a primary need 
for land mortgage banks which will go to the help of the higher middle 
classes. 

5SS2. Chairman: Is there any difficulty in the case of the large land¬ 
holders starting a co-operative mortgage bank of their own which will be 
free from these limitations in regard to loans?—The necessity to help these 
landholders is very keenly felt, but the question whether it is possible to 
form a bank on co-operative banks is one which requires to be carefully 



6888. What is the feeling among the landholders themselves about 
it?—They do want an institution which will come to their relief. 

5884. Do they want that institution to be run on co-operative basis? 
—That aspect has not been fully considered yet. 

6885. Mr. Devadhar : Do you know the dictum of Wolfe that co-opera* 
tion is a necessity for the poor and not for the gentleman?—Yes, I know 
that dictum; he refers to the ^mall farmer; he does not contemplate these 
big landholders. 

5886. Mr. Ramdas Pantulu: Do you think that most of the capital 
required should be found by shares?—^It may be by shares or it may be by 
debentures. 

5887. But large capital must be forthcoming?—^Yes. 

6888 . And do you think that most of the co-operative banks at present 
need more funds?—Yes. 

Chairman: I think the Bihar Committee have in their report recom¬ 
mended a shareholders’ bank; they are not in favour of a bank on co-opera¬ 
tive basis. 

5889. You state that the loss sustained by the Provincial Bank owing 
to depreciation in the value of its holding in Government securities is 
Es. 3,07,410 as on 31st March 1930. Does this loss represent the differ¬ 
ence between the book value and the market value of the securities on 
that day?—^Yes. 

6890. Was the book value written up at any time when there was any 
appreciation in the value of securities? In view of your answer to the 
preceding question, your reply to this question is in the negative?—Yes. 

5891. You refer in your memorandum to the absence of a rational 
system of co-operative finance. By this you mean that while the advances 
to the cultivators by the societies should be made between J une and Dec¬ 
ember and the recoveries effected after harvest from January to June, 
at present an unhealthy phenomenon is in evidence and the societies are 
dull in the agricultural season when they should be more active and speed 
up the collections towards the end of the co-operative year where there 
is little harvest. Would you kindly tell the Committee what is the remedy 
for this state of affairs?—In the Madras Presidency the cultivating season 
begins in July. It is then that all the organisations which^ are looking 
after the weal of the co-operative movement are engaged in collecting 
statistical information for the department. The co-operative year ends 
on 30th June and from the 1st of July begin the collection of statistics 
which have got to be supplied; the audit work of the department is going 
on and the unions which are the first body to take into consideration the 
demands of the agriculturist are fully taken up with the preparation of the 
various statements and reports which have got to be submitted to the 
department; and as much the needs of the poor apculturist are given the 
go-by and during the agricultural season nothing is done for the mobilisa¬ 
tion of capital to help the agriculturist. 

5892. That is not a satisfactory state of things?—^Tt is not. 

5893. The Eegistrar in his report for 1928-29 has referred to that aspect 
r)f the case?—Yes. 
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Could you tell us what steps the Movement itself is taking to remedy, 
this state of affairs?—The Movemeht is composed of so many entities all 
of which have to attend to the gathering of statistics that it is hardly pos¬ 
sible for it to tackle this question. 

5894. You must admit that that is a somewhat serious state of things? 

1 —^Yes. 

5895. It also indicates that the Co-operative Movement with th®- 
resources at its disposal is not functioning to the advantage of the agri¬ 
culturist?—No. 

5896. Therefore, even though the co-operative societies may be there, 
the agriculturist is forced to go to the money-lender to satisfy his imme¬ 
diate wants. Now this is for the Movement to remedy. I want to know 
whether the Movement has taken any action in this matter?—This un¬ 
satisfactory state of things is common to the whole of India; it is not con¬ 
fined to the Madras Presidency alone. It is due to a number of mistakes 
made in the actual application of co-operative finance. It started with 
the idea of relieving the ryot of his prior indebtedness. Nearly 70 or 80 
per cent, of the total money raised has in the last 20 years been devoted 
towards the repayment of the agriculturist’s prior indebtedness. And so 
far as I know this defect exists throughout India. 

5897. The Madras Committee have tried, in their report, to analyse 
the debt with reference to the purpose for which it was used, and they 
say that only 32-7 per cent, is taken for repayment of the old debt?—All 
the data are incorrect; it is a mere declaration not based on actual facta. 

When the Co-operative Movement started, nobody thought what form 
it should take; it was bodily taken from Germany and transplanted here 
without a proper study of the local needs or conditions. It was not 
nationalised. 

5898. And you have taken 26 whole years to discover this?—Yes, wo 
are glad we have discovered it even if it is after such a long time. The 
main difficulty is that the Movement is partly controlled by the Govern¬ 
ment and partly by the people; so that no change is possible without the 
consent of both the parties and therefore the Movement is like a house 
divided against itself. Another thing is that we should have devised a 
different system of unlimited liability for this country; it was safe enough 
for Germany and other European countries; but the conditions here are 
entirely different. And yet another difficulty is that Government has 
totally excluded loans against the security of gold ornaments. 

5899. Mr. Manu Suhedar: That was to prevent hoarding in this 
country ?—All the same we have lost a very valuable security for our loans. 

5900. Chairman: Has the poor agriculturist in your part of the country 
an appreciable amount of these gold ornaments?—^We have two classes of 
people, those who can afford to give gold as security and those that are 
penniless. 

5901. What is the proportion of those that have gold ornaments?— 
Seventy five per cent, of the agriculturists possess ornaments. 

5902. Mr. Manu Suhedar: Even such a valuable security the co-opera-^ 
tive society will not accept?—^No. 

5903. So the poor agriculturist is driven to raise the money with the 
sowcar on this security?—^Yes. 
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{)904. Chairman: I am not referring to the upper middle class land¬ 
holder; we are taking about the poor agriculturist. Has he got any golcf 
ornaments?—He has. 

Mr. Srinivasa Rac: The chief reason why during the cultivation season 
moneys are not advanced to the extent that the Co-operators have a reason- 
to expect is that a large proportion of the societies are moribund. It will- 
be seen from Mr. Pantulu’s minute of dissent in the Townsend Committee 
that more than 50 per cent, of the rural societies are moribund—^they 
transact no business. If a central bank in a district manages to show scime 
profit, it is because there is a certain proportion of societies which are 
doing good business which covers all the black side of over 50 per cent, of 
the societies. If you refer to the description of the pnnchayats given in 
the Madras Committee’s report on page 158, it says (of course it relates 
to urban societies), “In many eases the panchayatdars are too anxious to 
hold their posts to enquire so closely into the use and repayment of loans 
as to Jeopardise their chance of re-election when their term of office comes- 
to an end.’’ This applies even in a greater measure to the panchayatdars 
of rural societies. ’Therefore it is the desire to cling to the office which 
stands in the way of the proper management, which in turn reacts cn the 
working of the society itself and also a certain amount of honesty which 
is wanting in that part. 

“The main direction in which the weaknesses of the directors of the' , 
central bank display themselves is in a tendency to give way to the 
demands of would-be borrowers and to grant loans for longer periods than 
is safe. These defects can only be removed by experience and training- 
of staff and appointment of capable directors.” It is perhaps true that 
capable directors are wanting in the way as was said in regard to urban 
societies. There are central banks in which the directors would rather 
cling to office than enforce a certain amount of discipline, without which 
there can be no proper management. Then the Chairman put a question 
as to what is being done to remedy this unsatisfactory state of affairs. 
Even before the Townsend Committee made a recommendation to that 
effect, the Madras Central Urban Bank introduced a scheme of inspection 
of central banks by the directors of the Madras Central Urban Bank. They 
were not only not satisfied with the inspections ag conducted by the 
department, but the half-yearly reports sent up by the Eegistrar dealing 
■with certain societies did not bring out the financial condition of the central 
banks in their proper light. Having introduced this inspection of central 
banks by the Madras Central Urban Bank, a number of reports were 
obtained and the state of the central banks as disclosed by these reports 
show that in fact there is not one agency which feels responsible for doing 
what is left undone by the agency lower down in the hierarchy of the 
co-operative machinery, but leaves things as they are, with the result that 
we find the Movement in its present hopeless condition. About 20 centra! 
banks were inspected and their results were brought to the notice of the 
managing agencies by the issue of reports. One of the main objects -which 
the Madras Central Urban Bank had in mind in introducing the scheme 
was to depute directors to inspect central banks and to find out how exactly 
rural societies stood, which fact was not forthcoming in any published 
report concerning the central banks or, as a matter of fact, in the adminis¬ 
tration reports themselves except by way of general remarks. The directors 
of the Central Bank went into societies and unions, acquainted themselves 
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;with the actual state of things and the result’ of that has been to persuade 
central banks to take up the resuscitation of rural societies for which the 
Madras Central Urban Bank has a few months back allotted Es. 50,000 for 
granting subventions to central banks which would imdertake this resus¬ 
citation business in right earnest. This had to be done, because the central 
banks themselves had not sufficient funds. We put the figure tentatively 
at Es. 50,000, the applications already received come up to 60,000 and 
it is likely, we shall have to sanction Es. 75,000. 

6905. This is revenue expenditure and not expenditure for loans?— 
Yes. In that way the process of central banks taking greater interest in 
the improvement of the societies financed by them is brought into opera¬ 
tion and as a result of this it is expected that a real improvement will ensue. 
The work has been taken up in right earnest all over the Presidency just 
now. The Madras Central Urban Bank, in granting the subventions, 
'have brought to the notice of the district authorities the various points 
which they ought to attend to and it is under the consideration of the 
executive committee of the Madras Central Urban Bank to prescribe 
periodical reports and to see that the work is properly transacted. When 
rural societies begin to function as a result of this scheme, such of them 
as are capable of doing business will be retained and the others dissolved 
and then I anticipate a state of things in which wo shall not be faced 
with a situation which has been brought to notice and on which the 
Chairman has put this question. 

5906. Chairman: You give a gloomy account of the existing operations 
of the co-operative Movement. I am not sure that that is a state of affairs 
which at the present moment is found in every province?—I do not urge 
this as my personal view, but that is the view of the Townsend Com¬ 
mittee. 

6907. The Townsend Committee reported about two years ago, so we 
need not be bound down by that Committee. All the same you give a 
gloomy account?—^During the two years following the Townsend Committee’s 
report nothing has very much happened to alter one’s opinion in regard 
to the existing state of affairs. 

5908. Could you tell me how long it will take for the Movement to 
reform itself in such a manner that it could render real service to the 
agriculturists?—If the whole thing happens in ten years, it would be a 
short, period. 

5909. Apparently what yon say is borne out by the finding of the 
Eoyal Commission on Agriculture; they say “the only remedy for the 
unsatisfactory condition of the movement in some provinces is the patient 
and persistent education of the members of co-operative societies in the 
principles and meaning of co-operation ”. Would you subscribe to this 
statement —I subscribe to it in a qualified way. I w^as an assistant 
Eegistrar for ten y^ears dealing with a number of rural societies and during 
the 7 years subsequent to my retirement, I have been actively engaged 
in co-operation work. My experience during all this period is that, v/hile 
a lot of education is required, the rural ryot has so much of culture and 
sense of duty in him that he wants to discharge his debt. He does not 
want to evade payment, he wants to be as economic as possible, but it is 
owing to the misnaanagement of societies and by the panchayatdars in a 
large number of cases, that they do no business and the requirements of 
members are not attended to. The panohayaidars themselves are deeply 
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indebted, the whole amount is devoured by them and other members dO' 
not receive attention. 

5910. Are these panchayatdars members of the co-operative societies?' 
—Yes. 

5911. Therefore it is they who require education in the principles and' 
meaning of co-operation?—Yes, we arc moving in that direction. 

5912. All this is very interesting to us and I must say, very disappoint¬ 
ing to some of us. I hope we will see the silver lining before we conclude 
our deliberations, but my point is that if this is the state of affairs, then 
the question at issue really is one of internal reform and re-organisation and 
not one of better credit facilities?—I would not have dealt with all these 
things, but the accusation against us is that the requirement of the ryot 
is not met. 

5913. The requirement of the ryot is not met at the present moment' 
because of certain things within the Movement which require remedying, 
/our point is that not much advantage would be gained by the ryot by more 
funds being placed at the disposal of the movement?—This we are doing., 

5914. I confess I do not wholly understand the conclusions you would 
like us to draw from the facts you have placed before us. You said that 
the result which has been brought out in your memorandum largely arises 
from the fact that 50 per cent, of the societies are moribund. Even if 
that were so, how could we bo confronted with the position brought out 
by the figures you have given? I take it that the figures give the trans¬ 
actions of societies which are actually functioning, not those which have 
ceased to function. Even in the case of societies which are functioning, 
the position is that from May to October when the ryots’ need for crop 
finance is at the ma.'fimum, the disbursements in 1928-29 amounted to- 
23 lakhs and the receipts to 39 lakhs, whereas in the period November 
to April when apparently his need for crop finance is not great, the disburse¬ 
ments amounted to 38 lakhs and the receipts to 25 lakhs. Would I be 
wrong in drawing the inference that when his need is at the maximum, 
because of want of elasticity in procedure, he does not get the money and 
therefore he goes to a money-lender and gets his money. When he gets his 
money, from the co-operative society he manages to repay the money-lender. 
That is the story which is depicted by these figures so far as I can make them 
out?—In a way the figures bear out that statement, but at the same time 
I might add that the fact that large amounts have been disbursed in that 
part of the year when agricultural operations are not carried on shows that 
the amounts are received for purposes different from those connected- 
with agriculture. (Mr. Menon: The ryots pay assessment during the 
months of December to April. They somehow manage cultivation expeneeg- 
and when they borrow from the society, they pay the revenue assessment). 

5915. If that is so, some doubts occur in my mind about the succesfr- 
of your short-term crop loans, seeing that you do not advance money to 
an adequate extent even to members of co-operative societies for the pur¬ 
pose of their crops?—These figures are taken from the lendings of provin¬ 
cial banks. The real state of affairs will be depicted by the lendings^ 
between the district banks and the primary societies. 

5916. If that is so, the conclusion which it is proposed to draw from, 
the figures given in the memorandum should never have been dra'wn. 
Would not the inflow of money from ((he provincial to the central bank to- 
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some extent correspond with the inflow of money from the centra] bank 
to the primary societies and from the primary societies to the borrowing 
bodies?—That is so. It is during the months of December to March that 
primary societies require advances not only for the purpose of paying the 
Government kist, but for holding their produce for better prices after the 
harvest. The harvest begins in January and goes on till the end of April 
or May. 

5917. I take it that the loans are then given to the ryot, firstly to 
pay his land revenue and secondly to enable him to hold up his produce 
for certain periods. Those are the two main objects and if these figures 
are correct or any way an index of where the money goes, a siuall pro¬ 
portion actually goes to meet production expenses ?—Not between, the 
months of December and April. 

5918. Therefore, would it be correct to assume that the money issued 
from May to October which is 23 lakhs in the year 1928-2!) (out of ;i total 
sum of 61 lakhs) is the only money which is going to meet production 
expenses?—In 1928-29, 23 lakhs went in from the provincial bank towards 
advances to primary, societies through the central banks, whereas under 
ordinary conditions one would expect that during the cultivation season 
the amount of money required would be very much larger. 

5919. Do not these figure throw some doubt about the success of the 
system of crop loans on special agricultural paper which you had advocated 
a little while ago? The fact is that a larger proportion of the loans made 
by the provincial bank goes to meet expenditure other than production 
expenses?—To that extent you may draw that inference. 

5920. Mr. Bamdas Pantulu: You say that “the dependence of co¬ 
operative banks on the Imperial Bank for financial aid partly arises from 
the absence of a rational system of co-operative finance”. Last year your 
own bank borrowed large sums of money from the Imperial Bank at 8 
per cent., the then Imperial Bank rate, and you lent it at 6 per cent.?— 
Yes. 

5921. To get additional facilities you had to pledge some of your 
aeourities again?—Yes. 

You seem to point out here that all this need not occur if you had a 
rational system of co-operative finance, because the busy season of com¬ 
mercial banks will partly coincide with the slack season of the co-operatjve 
' banks and vice versa, and you want to illustrate that point from the trans¬ 
actions which the provincial bank had with the central banks?—^I try to 
draw this inference from the figures available in our books. There is a 
demand for money from the provincial bank by the central banks during the 
busy season and when the bank rate is high. If there is proper co-ordination 
of finance, the demand from the central banks will tally with ihe busy 
season of the market to some extent and some repayments will be coming 
during the busy season which is not available at the present moment. 

5922. If most of your constituents held up the produce which they did 
not want to sell, your theory of money coming in will not hold good?—It 
may not. I mean to say that financing for productive purposes generally 
coincides with the slack season of the money market. 

5923. You do not mean to say that these figures actually represent 
the society’s transactions?—They do not represent the transactions of the 
'village societies. 
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6924. You supply central banks with, very little finance, they finance them- 
eelves?—Yes, but to find this out, we have to take the figures ot the 
<5entral banks, primary societdes, and our figures and then coDate a state¬ 
ment. 

5925. Chairman: These figures are a general indication of the operations 
of the primary societies in regard to their borrowings and you admitted 
that position. You have said that the primary agricultural credit societies 
are most dull in the agricultural season when they should be most active, 
and you take the statistics as an indication of that phenomenon?—^Yes. 

5926. As it is, you do not draw the inference from the statistics, but 
having made the statement, want to support it by the statement?— Yes. 
but I would like to modify the statement to this extent, that the statistics 
given here illustrate only a portion of the transaction in the co-operative 
Movement. 

5927. I am quite prepared to admit that. That is why I put it to you 
whether you would consider these figures to be a reliable index in regard 
to the operations of the primary societies and I think you answered in the 
affirmative?—But I would like to modify that statement that since the 
amount of finance we supply to the co-operative Movement forms only a 
small proportion,, unless you collate the figures of Hhe primary societies 
and the central banks along with ours, a correct indication of the situation 
cannot be gauged. 

5928. Apart from these difficulties, is there any other experience on 
which that definite statement is made?—This statement is based upon a 
general estimate of co-operative finance in the province and as exemplified 
from our transactions with the central banks with regard to the supply of 
funds to them. 

5929. If these statistics were not there, would you be still making that 
statement from your general impressions?—I would be making that 
statement with a qualification, that the amount of funds that are being 
pumped into the co-operative movement generally does not tally with the 
busy or the slack season, that it varies, that during the busy season funds 
are required in larger amounts and we find it difficult to find funds and 
that if there were co-ordination, things would have been otherwise. 

5930. I am not concerned with the agricultural season; at the moment 
I am confining myself to the precise fact how far the needs of the agricul¬ 
turist are being met. That is more important from my point of view. 
You make the statement that the primary agricultural credit societies are 
most dull in the agricultural season, when they should be most active. 
That statement was made without reference to any statistics. Having 
made that statement you produce certain statistics to illustrate that state¬ 
ment. That is the reason why I asked you about the basis of that state¬ 
ment?—What I have to say in support of that statement is that the co¬ 
operative organisation, at a time when monies are required in very large 
quantities to finance the agriculturist, is employed mostly in looking after 
■overhauling the societies, collecting statistics, etc., and as such it does not 
provide sufficient field for the flow of funds which otherwise would be much 
.larger. 

5931. For how many years have you been engaged in the cooperative 
Movement?—For the last 18 years. 

5932. You must have had some personal knowledge in the matter?— 
I have not gone about in the field, my personal knowledge is based on 
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statistics supplied in the administration and other reports and the inferences 
I can draw from them. 

5933. If so, this statement should not have been made in the form in 
which it is made?—It is based on the figures given and on the statistics 
we derive from the administration reports also. 

5934. Are there other statistics?—In the administration reports there 
are figures for central and primary societies. 

5935. Distributed by periods?—3’liev do not distribuie it by periods. 
Graphs are worked out with regard to demands and out-go of money with 
regard to the various periods in the year and for various years. 

5936. Chairman: I have got here only two charts in the Report of the 
Registrar of Co-operative Societies of your province. It is quite true that 
the Registrar makes the statement—“these curves show what is reflected 
strongly in all of them that the work of co-operative societies is dominated 
not by harvests but by annual returns”—and that undoubtedly supports 
the statement which you hav'e made, but unfortunately the graphs here 
show only the percentage of overdiies to the demand for the month 
including arrears of previous months?—My point is that the Registrar 
presented to a meeting a series of graphs and on perusal I found them 
to support my statement. 

5937. Therefore would I be correct in assuming that there are other 
statistics which led you to make the statement that the primary agricul¬ 
tural credit' societies are most dull in the agricultural season, when they 
should be most active?—That is a fact. 

5938. You say that your experience in Madras is that joint stock banks 
have not freely advanced to industries large or small. Is that a fact?— 
Yes. 

5939. I take it that you refer to advances for working capital?—Yes. 

5940. Seeing that commercial banks work on short term deposits, they 
can only grant advances for working capital if they are required for short 
term. Would you kindly tell the Committee whether the commercial 
banks in the province have not been helpful even to this extent?—As far 
SB my knowledge goes, Indian joint stock banks do not finance industrial 
concerns at all even for short term requirements. 

6941. Do you know the reason why they do not even advance the short 
term requirements?—I do not know that. 

6942. Do you not think that it is possibly because that the bank is not 
satisfied ■with the security behind these short term advances?—I do not 
know whether it is so or whether these banks have made it a rule or 
policy not to finance short term requirements.- 

Lala Harkiahen Lai : We will have to verify that statement. 

5943. Chairman: Could you tell us whether you know any instance of 
an industrial concern approaching a joint stock bank for a short term loan 
and its having been refused?—I am at present unable to give specific 
instances. 

5944. Will it be possible for you to send us a note on the subject 
giving specific instances and other facts that have come to your notice?— 
YeS'. I shall do so. 
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5945. Mr. Ruahfortft: Has e^er an industrial concern approached you 
lor such an advance having been-refused by a joint stock bank?— "We are 
prohibited imder the statute to make such advances. 

6946. You may have been prohibited under the law, but that does not 
prohibit somebody from asking you for a loan of that character?—^That 
is true. As a matter of fact we have been approached by some concerns 
and we had to tell them that we were precluded from making such 
advances. 

5947. .A/r. Ramdas Pantidu: I hope you are familiar the joint stock 
'banks and their working generally?—Yes. 

5948. Your experience of these joint stock banks is that they mostly 
invest their funds in granting loans on the joint promissory notes of rich 
people and so on?—Mostly, it is so. 

5049. Your experience is that they are very cautious in regard to other 
forms of moneylending ?—They are not only cautious but they are extremely 
jonservative. 

5950. As Secretary of the South India Chamber of Commerce you 
have also general knowledge of the industrial conditions of your provhup 
and you have made that statement in your memorandum as a result of 
your long experience and the general feeling evinced by the industrialists 
of yoru: province. Is that not so?—Yes. 

5951. Chairman: I did not know that you are also the Secretary of tibe 
Southern India Chamber of Commerce. I was wondering how you could 
make a positive statement of fact as it were,, being only a central urbtm 
banker. You referred to these things out of your experience gained as 
Secretary of the Chamber of Commerce?—Yes. 

5952. Very well then, I shall leave it at that and examine you lat^ 
on in ooimection with this matter when you appear before us in the new 
capacity. 

5953. You state that in yOur province three good industrial concerns, 
the Carnatic Paper Mills at Bajahmundry, the Sugar factory at Masulipatam 
and the Spinning and Weaving Mills at Bezwada, were starved and that 
they would have been successfid if only they had enjoyed reasonable credit 
facilities. Have you had reliable information regarding the financial 
difficulties of these concerns and can you mention some facts and figures 
to show that with reasonable credit facilities,they would have flourished? 
—With cregard to the Carnatic Paper Mills I know it was started undei 
proper aegis and advice with a big capital. The main portion of their 
capital was sunk in the block for securing the machinery, the buildings, 
plant and other things. They were also provided funds by the Madras 
Government under the State Aid to Industries Act and I presume on the 
strength of this even the Imperial Bank of India allowed them overdraft 
facilities for carying on their business. Later on, I understand, the 
Imperial Bank withdrew its facilities, and this was followed by the pur¬ 
chase of the concern by,two financiers who have supplied funds to the 
concern for continuing its work. It is the want , of sufficient working 

apital that induced the originators of the Company to part with the 
concern at least with the hope that the concern might survive in other 
hands, 

5964. Lai HarMshen Lai: Who are these new financiers who purchased 
the oonoem. Are they Indians or Europeans?—They are Indians, 

Voi,. Ill 2 E 
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6955. Chairman : What wap the or^fijial capital of ^e, oonceiniPr^It wa* 
l&e Bb. 15 or Bs. 20 lakhs, if I remen^eor a^ht. 1 am xxA 

quite sure. 

6050. Mr. Lamond : What was the concern sold for ?—am not aware- 
of the definite amount for which the concern was sold for, but I believe 
it was something like Bs. 6 or 7 lakhs. 

5957. Chairman : May I suggest to you that you do not know the actuak 
facts of the case? Having been ignorant of the facts, it was-hardly 
proper for you to have cited these as instances in support of your state¬ 
ment which you state definitely as your “experience”. Apparently yom 
are not aware of the full facts of" the case. Another gentlemen representing 
the Andhra Chamber of Commerce referred to this particular case and 1 
simply want to submit it to you that it is hardly appropriate for you to- 
have referred to these as examples when you are not even in possession 
of actual facts?—I have put down in writing the facts which I have 
been able to gather. 

5958. But unfortunately you are not quite sure of your facts. Do you- 
mean to imply that any prudent banker would be justified in advancing 
to such a concern which started -with such a big capital as you say, and 
got an annual loan of Bs. 6^ lakhs from the Government and which was 
also, over and above these, in possession of overdraft facilities from the 
Imperial Bank of India for a long time and which fell on evil days in 
spite of all these?—^No answer. 

5959. Put yourself in the position of a banker. Supposing your bank 
was not confined to doing agricultural business or rural credits, but you 
were free to do commercial banking as well, -would you as a prudent banker 
advance any funds to a concern with the history as now brought out? 

If there was a prospect of resuscitating the industry by careful nursmg, 
I would not hesitate in recommending to my directors the feasibility of 
granting a loan. 

5960. On what security would you do that?—^If the Managing directors 
of that concern would be willing to give their personal security for that 
loan. 

5961. If that is not forthcoming what -^11 you do?—If no security a 
forthcoming, I will not be justified in making an advance. 

5962 Do you know anything about the other two concerns to which 
you have referred to?—So far as the Bezwada Spinning and Weaving 
Mills are concerned, my information is that it was lack of working capitM 
that was responsible for the failure of the concern. I have no facts and 
figures to support that statement. 

5963. And what about the Sugar Factory at Masulipatam?—^That^ is 
only a general statement which we have made on the basis of information 
supplied to us. 

5964. So then it is not your o-wn experience as you want to put it?-- 
This statement is made on the basis of information supplied to 

the time of preparing this memorandum by a gentlemen who is a dire^r 
of our Bank. He belongs to Masulipatam and he has intimate knowledge 
with regard to the working of these concerns. 

Mr. Ramdat Pantvlu : I might submit for the information cf the 
Committee that Dr. Pattabhi Seetharamayya (who is now in jail) who is 
one of the directors of the Central Urban Bank, gave us that informstwa 
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|Sid m s matter c3 fact we wanted to put him in U be would agree as a 
witoem on behalf of the Central Urban Bank, brit unfortunately present 
eircumstanceB have forced our hands in the matter. 

5965. Chairman: You favour the establishment of industrial banks in 
each province. Would you kindly favour the Committee with your reasons 
for recommending provincial banks instead of an all-India bark with 
faarsnchsB in provinces?—^My reason for advocating separate banks for efMb 
province is that the local knowledge available to the directora of t.be bank 
would be brought to bear in the matter of settlement’ of advances to likely 
industrial concerns which might apply for accommodation from Such 
mdustrial banks. ' That was one of the main reasons that impelled us to 
recommend separate institutions for each province. The question luui' 
also something to do with regard to the pace at which industrial develop¬ 
ment is going on in this country. Bombay is very much advanced in this 
direction and Madras is in the lowest rung of the ladder. Therefore con¬ 
ditions which are applicable and prevalent in one province may not be 
so in another and so the Industrial Bank, if there is only one central 
institution, will find itself unable to look at the proposition in regard to 
individual cases at its proper prospective. 

5966. Have you thought out the details of youu- scheme for provincial 
industrial banks and would you ^ve the Committee an idea of the capital 
required, whether the capital will be raised by shares or by debentures, 
whether any Government guarantee of interest is necessary, etc.?—have 
thought about the scheme and I would suggest that these industrial bank% 
may be started on the basis of a new institution which England has 
organised for agricultural credit. There the capital of that institution is 
Huhscribed to by the leading Joint stock banks except one, even the Bank 
of England contributing to the capital of the concern. I would also 
suggest that the new Industrial bank which may be started in each pro¬ 
vince may make up their capital by contributions from the existing jomt 
stock banks in each province and they should also be empowered to raise 
debentures, the interest being guaranteed by the Government of the 
province, I would also suggest that for some time to come the adminis¬ 
trative charges of these banks would be borne by the Government as in 
the case of Agricultural Bank of England. I would also like a restriction 
to be placed on the dividends payable on share capital by these institutions. 
If need be. Government may also be requested to under-write debentures 
for a certain period till those debentures catch the investing public in the 
market. 

5967. Dr. Hyder: Do you mean the debentures of industrial banks or 
the debentures of the industrial concerns that these banks are asked to 
finance?—To start with the industrial banks should be armed with powers 
to fioat their own debentures to enable them to advance monies to 
industrial concerns. 

5968. Chairman: Do you contemplate that the State will have a large 
share in the management of such an industrial bank as you contemplate?— 
The Government might depute one or two of its men t« act as directors 
of the industrial bank and they may also have a say in the management. 

5969. Supposing the industrial bank wanted to advance some money 
to a particular industry and the Gtevemment acting on Ihe advice of ite 
industrial experts and the directors that it hsM on the board of the indUs- 
Mal bdnk thought otherwise, would you give Government powers of 
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.▼etp in. Kicjh PW08?—I would not agree with that proposition. The 
Oovenunent’a point of tiew as expressed throilgh its directors on the 
board may be placed before the bowd of directors and I would leave it to 
the sense of the majority to deal with the question. What I mean to 
eonvey is that the views of the Government in regard to this matter would 
be fully discussed by the board and a hasty decision will not be arrived 
at. After discussing the pros and cons of the whole subject I would 
suggest that the majority decision should be final in all matters rather 
than give the power of veto to Government. 

5970. Mr, Manu Subedar: If we appoint a Government representative 
as a director, will he not have the same sense of responsibility ?— thitilr it 
will not be in the public interest to give the power of veto to the represen* 
tative of Go.vernment. 

6971. Chairman: But there is this difference. In the Co-operative 
Bank there is not much Government assistance. But in the industrial 
bank which you contemplate you want that Government should provide 
a large amount of capital?—^Yes. 

6972. That is part of the scheme?—Yes. My suggestion is that the 
directors in this bank should be hard-headed businessmen. 

6973. If you say that the directors ^pointed by Government should be 
in proportion to the capital they invest, I do not desire to pursue the ques¬ 
tion?—I find that although Government have invested large sums of 
moneys in the Imperial Bank, the Bank has got only one Government 
director on their board. 

6974.. That may be, but he has no votmg power?—^My information is 
that there are other persons on the board nominated by Government. But 
I do not know whether they have got a power of voting or not. 

6975. As it is, Government have power to nominate three persons on 
the board but Government have no power to interfere with their action ?— 
But I thir* Governor-General can interfere with their action. 

6976. Whatever it is, if the Government will invest large sums of money 
in the industrial bank, they will not take the risk of losing that money 
without sufficient safeguards?—^They have got other means of remedying 
the wrongs. Some sort of provision should be made to enable Government 
to withdraw their capital, 

5977. Mr. Manu Subedar: Though the Government may guarantee the 
interest on debentures, the capital fs more or less the security for the 
assets. Is it not?—Yes. 

6978. Therefore Government share will not be much in proportion to 
that of the shareholders 2—^No. 

5979. Therefore, you say the shareholders' representatives who should 
be hard-headed businessmen should have the power to decide to whom to 
lend money?—^Ye.s. 

6980. Chairman: You said that apart from the guarantee on deben^ 
tares, Government should actually invest a large sum of money in the 
Bank. Is it notf—^Yes. 

6981. I will now read a provision in the Imperial Bank Act., It says: 
“That the Governor General in Council shall have power to issue institiQ- 
tions to the Bank in respect of any matter which, in his opinion, vitaUy 
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affects his financial policy dr the safety of Governmeht balances and thatr 
itt the event of the Sapk diaregaidinj such instruCtionsi the Governor* 
Getneral in Council may declare such agreement to be terminated.” There 
is that provision in the Imperial Bank Act; therefore, would -^ou provide a 
similar provision?—have clearly stated that a provision may be made in 
the Articles of the Industrial bai^ to safeguard the firnda of Govemmenl^^ 
far as possible. But I am against giving the power of veto to the rep^ 
sentatives of Government on the Board 


£982. But is there any difierence between the two? Supposing the 
directors appointed by Government are in the minority and if they say that 
&e money invested by Government is in danger and if there is a provision 
in the constitution of that particular bank for powers corresponding to tba 
provision imder the Imperial Bank Act, would not the Government be 
justified in withdrawing their funds? If that is so, is there any differenoa 
between the power of veto and this provision which I have just men* 
tioned?—If the power of veto is vested in the representatives of Oovem- 
pient, at times it so happens that there are men who do not use. this power 
on proper basis. There is very likelihood that the power of veto may be 
exercised to the detriment of the bank. It may be exercised lor want iof 
proper understanding of the propositions put forward by the bank. But 
if there are hard-headed businessmen who understand that a sekeme put 
fomard before i.hem is a wUd-cat scheme or not, there is no such danger, 
T do not see any purpose in vesting power of veto in the directors nomiha* 
ted by Government. 

5983. But as I have mentioned, the Government still have power under 
the provision of withdrawing their funds?—Yes, but in that case it wiU 
happen that if any of the directors nominated by Government says that a 
certain scheme is a wild-cat scheme and if a proper case is made out* then 
the Government may withdraw their funds. 

5984. There is, a power of veto on the one hand and on the other there 
is a provision for the Government to withdraw its funds.. About tb^ 
second, the Government may withdraw the funds at any time?—But it » 
to be stated, in that case, that a particular scheme is a wild-cat scheme 


and therefore they withdraw the funds. 


5985. Government will invest moneys in a concern which they may 
consider to be a safe investment. There is no question of a wild-cat scheme, 
•But at a certain stage the bank invests in an industrial concern which in 
■the opinion of the directors is not a safe investment, the matter will go be¬ 
fore the Governor General and Government, after making enquiries, will 
have to decide whether they should withdraw their capital or not ?—^If suebi 
a contingency arises, the matter will go before the Legislative Assembly. 


5986. No, you are misunderstanding the existing constitution. If them 
is any such question, the matter will go to the executive. Whether it ig » 
democratic constitution or not, the executive Government will have to 


decide the question of withdrawal of Government funds. However I do 
not pursue the matter any further. When discussing the general indus¬ 
trial policy, you are speaking of the protective tariff. Suppose it is not 
possible under the constitution of Government to secure what in your opi¬ 
nion would be a desirable policy, would you still recommend that the iil- 
dustrial bank should be started?—^Tes. 



5987. Ib that » subsidiary consideration?—I would not say ‘subsidiary 
■oonsideration'. But even in the absence of the protective tariff, I would 
advocate the establishment of the industrial bank in order to pu^ forward 
our industries. 

5988. Mr. Ramdaa Pantulu: The Chairman put certain questions about 
the power of veto being vested in the Grovemment representatives. I now 
ask you whether you would like to have an industrial bank or not, if the 
power of veto is there?—I would rather not have such a bank with Gov¬ 
ernment aid. I would rather go to the market and collect funds for such 
a bank. 

5989. In answer to Mr. Manu Subedar’s question about the undesira¬ 
bility of vetoing power, you said something to the effect that there is a sort 
of suspicion in your mind that the representatives of Government under 
the present constitution may be unfriendly towards the development of the 
Indian industries. Is there any such suspicion in yoiur mind?—There is a 
lurking suspicion in my mind. 

5990. With regard to the land mortgage hanks both in the Punjab and 
Bombay, Government have guaranteed debentures. They have guaranteed 
interest on them. And you know that the representatives of Government 
there are not vested with a power of veto?—Yes. 

5991. Dr. Hyder: The case of the land mortgage bank is quite differ¬ 
ent from that of the industrial bank. On the land you can grow a number 
of crops; whereas you can manufacture any number of commodities in a 
particular industrial concern, say, manufactme of shoes, or soap etc.?— 
About the land I may submit that if there is not sufBcient rain, no crops 
can be grown. 

5992. Heavens are not going to be against the world every time. Wni 
that happen every year. ?—I know in the Madras Presidency there was nob 
a single drop of rain for seven years in a certain region. 

5993. So, you do not propose to draw any distinction between land and 
an industrial concern. ?—No. I only said in answer to the question of Mr. 
Bamdas Pantulu that in the case of the land mortgage bank Government 
have not asked for any power of veto. 

6994. Why not?—I do not know the psychological reason. 

5995. But there may be some reason?—^Probably there is. 

5996. Mr. Manu Subedar: From the point of view of a banker, so long 
■as the security is worth so much in King’s currency, whether it is soap, or 
tooth brush, or shoe, he will not mind?—No. 

6997. So, you say that when the Government have not thought it neoes^ 
sary to ask for the power of veto in the case of land mortgage bank, there 
is no reason whatever why they should look upon the operations of the 
industrial bank ■with greater suspicion or hesitation?—No. I see no 
reason. 

5998. Chairman: Do you not think there is a difference between the 
land mortgage bank and the industrial bank. In the case of industrial 
bank, according to your own statement, you want the major portion of 
capital to be subscribed by Government; on the top of that you want Gov¬ 
ernment to guarantee the interest on debentures.?—^I put it this way. A' 
national Government interested in the country’s industries will not 
these minor things. 
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5M9, Toa yotmelf 'said thai theta ata i^o "or three directors in the Ini» 
■perial Bank appointed by Government. ■ ^ere they are in the minority 
-and their decision will be overridden by the majority of hard-headed 
108106881060 . 

6000. Mr. Jamal Mahomed i Dr; Hyder was asking you about the dis- 
'tinetion between land and an industrial concern. Do you not t hink that 
in the case of the industrial bank, the factories will be as good securities as 
land?—Yes. . 

0001. Mr. Kkaitan: Are you of opinion that the Government are very 
reluctant to encourage the development of industries and therefore you do 
not wEuit to give this power?—^Yes. 

6002. Mr. Devadhar: You said in answer to the question of Mr, Khaitan 
that you do not want to give this power because you fear that power will 
not be properly applied,. But supposing there is a national Government, 
would you be prepared to give this power?—^No. 

6003. Chairman: You advocate the formation of pools for the market¬ 
ing of oommercial crops on a co-operative basis. What has prevented the 
formation of such pools in the past?—^The formation has to emsnate from 
the growers of the produce and it can be supplemented by help from ex¬ 
traneous agencies. In the present state of education of the people it has 
not appealed to them that the formation of pools will help them in seour- 
■ing better prices for their produce, r It is due to want of education and 
also to want of appreciatiem of the fact that pools would confer greater bene¬ 
fits on the producers. 

6004. Therefore in your opinion until those defects are removed, there is 
not much practical chance of forming pools?—I do not mean to say that 
we should wait till every individual in the country has got the right kind 
of education. 

6005. If in certain localities the people who are concerned in the pooling 
system are sufficiently educated, then ob'wously the co-operative movement 
should be in a position to start these p<v»ls ?—We have to consider the faot 
•that the producers of these crops are largely the cultivators of the soil who 
have not had sufficient education to realise the advantages of for min g 
•pools. 

6006. If you start a pool and they do not take advantage of it, how art 
you going to teach them?—^It is difficult to answer which should precede, 
the pool or the demand for it. 

6007. Mr. Manu Suhedar: If there is an initial loss?—^There may be a 
loss; it has got to be shouldered. 

6008. Chairman: By starting a pool will it be possible to attract these 
producers, who are according to you in a poor state of education to take 
advantage of the pool? We have studied the reports of the various provin- 
•oial Committees and we find that none of them has advocated the pooling 
system. The Bombay Committee have specifically stated that pools do 
not appear to be practical. The Punjab Committee, on which one of our 
present colleagues was appointed, say that pools ate at present impossible to 
work. The Assam Committee recommend the establishment of pools for 
the jute crop on the same lines as have proved successful in Bengal, and 
■there we have heard that it has not been satisfactory. The Central Pro- 
■vinoes Committee think that the agriculturist will not gain anything by the 
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foimation of pools,. These are the recomniendat'ons before us. Of oourso- 
the Madras f^iuihittee are silent on the point. If in spite of all this evi> 
dence, you still think that pools can be run successfully, why has not the 
co-operative movement in your Presidency started so far a pool at least in 
one place ?—The absence of pools is due to the fact that the co-operative 
Movement is under the leading strings of an official hierarchy and possibly 
the idea has not appealed to them. 

6009. You have already said that the Movement in Madras is not under 
the strings of an official hierarchy?—said that there was no power of' 
veto. 

6010. Has any proposal made to the Co-operative Movement been turned 
down by the Eegiatrar ?—has not proceeded to the extent of any definite 
proposals going before the Eegistrar but an attempt is being made in the 
case of the ground-nut industry. It is still ip. an embryonic stage and I 
cannot give any definite information regarding it. 

6011. Mr. Devadhar: You know that some kind of pooling is attempted 
at Hubli in the Bombay Presidency?—They have got a large number ol 
loan and sale societies with regard to cotton. 

6012. 7>r. Hyder: One cocoanut is like another and there is no diffi¬ 
culty of grading m the case of the cocoanut industry on the Malabar coast, 
would you not therefore start a system of pooling?—^You cannot mix up 
cocoanuts of .different sizes, because shey fetch different prices according to 
their size (Laughter). 

6013. Chairman ; Therefore, so far as the co-operative Movement in your 
Presidency is concerned, they have not thought of starting pools. 

I find there are 63 loan and sale societies in your province which are 
described in paragraphs 346 to 349 of the Madras Committee’s report. I'he 
slow progress of these societies is attributed by the Committee largely to the 
difficulty of making an expensive godown pay when it is used for storing 
crops only for a few months in the year. Could you tell the Committee 
whether it is not ,a real difficulty and how it can be got over? As regards 
the development of co-operative sale societies, I find this evidence recorded 
in the Madras Committee's report,— (Mr. Krishna Menon: “But the sell¬ 
ing trade has developed to such an extent that it is more difficult now to 
sell than produce an article. The ordinary agriculturist has not got that 
experience, which the traders only have.’’) Now if that statement of the 
position is correct, will not that also go against the development of pools ^ 
under the present conditions. ?—^The ordinary agriculturist has not got that 
experience; the tr,aders only have it. Unless the agriculturist has that fex* 
perience, there is no possibility of even the sales societies thriving, 

6014. Further on 1 find the following questions and answers in the 
Madras Eeporfc: “I think you have stated in your memorandum that 
pools may be organised as in Canada? For what commodities in your opi¬ 
nion could such pools be established in Madras?—(Mr,, Eangaswami) when 
I wrote that, I had in my mind pools for the marketing of groundnuts. In 
South Arcot and Salem districts there are large quantities of groundnutg 
produced at each season. If through the co-operative societies the produce 
of each taluk or two is gathered and sold, then a better price can be got 
fear the producing ryot.” 

6016. Have you taken into account the fact that production is scattered" 
in this country?—^But there are areas in South Aroot and Salem where 
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groun(hiut Is oonoerikratfed In definite regoins. You start small co-operative 
societies and gradullay it will grow big and be able to pool the produce of 
the whole area;” 

6016. So your idea is that a pool is a bigger organisation than a co-opera¬ 
tive sales society?—Yes. 

6017. My idea of the pool being an upper organisation than a SAlei- 
Bociety was, as a matter of fact,' actually gathered from reading your own 
evidence before the Madras Committee, So you agree that until you can 
establish successfully your co-operative sales societies or in other words you 
have made the foundation secure, there is no use putting up the .upper 
storey or the superstructure?—We accept that. 

6018. Mr. Eamdas Pantulu: The idea of a pool is that you gather toge-. 
ther the produce of a number of people in sufficient bulk to sell it at advan¬ 
tageous terms. It presupposes that the produce is of such a character 
that it can be mixed up?—It has to be graded. 

6019. In order to encourage a sytem of pooling have you not got to take 
steps to induce the cultivators to produce a standard quality of articles, 
such as they do in the case of wheat in Canada, and so long as they raise 
the standard crop, there should be no difficulty. Therefore the co-operative 
rnovement ought to take steps to induce the agriculturist to raise standard, 
crops which will permit of pools being fonued ?—Yes; the ground 
trade has made such an attempt. 

6020. Mr. Devadhar: I should like to know for whose benefit this pool¬ 
ing system is primarily intended?—^It is intended for the producer of the 
crop. 

6021. Does the consumer or the buyer come in there?—Of course by 
grading the consumer is benefited because ha knows what quality of gooda 
he is purchasing; he is greatly helped in the purchase of his commodities. 

6022. Sir Purshotamdas Thakurdas: Can you name any district or 
taluka or any area in which pooling has been tried in India?—^In the Salem 
district things are being worked in the case of groundnuts. 

6023. Is it on the lines of the co-operative sales societies?—I am not in a 
position to say whether it is on the basis of pooling or on the basis of sales 
societies; but efforts are being made to see that the producers get a better 
price for their commodities. 

6024. Can you tell me anything about the oardamum industry round* 
about Madura where auctions are conducted?—Formerly each producer was- 
selling the stuff individually, but now I understand it is being done through' 
a co-operative sales society. 

6025. For how many years has this society been in existence?—^For 
about 5 or six years 

6026. Has this joint sale system there worked smoothly?—^At least T 
have heard no complaints. 

6027. The sales are satisfactory?—^Yes, they get better prices. 

6028. Is that likely to lead up to tho formation of a pool?—Pools come 
in only where the production is large. Oardamum is confined to a small' 
portion of the Madura District and I have no idea of the quantity produced. 

6029. Eegarding the question of grading of rice etc., there the man who- 
grows rice can know the grade cs: quality of what he has grown?—^The- 
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■^question of grading comes in only in commercial products and not in the 
eaae of food products. 

6080. Chairman: Have you anything to say regarding the non-paying 
obaraoter of godown societies?—I think all godowna are being built on 
rather an expensive style. You can have godowns made cheaper sdso, 
taking precautions against fire, etc. It is not necessary that the godowns 
should satisfy the spedfications of the P. W. D. 

6031. You think that is the only difl&ouliy?—One of the factors that 
contribute to the cost of these godowns is that they have to conform to 
the P. W. D. specification. 

6082. The point here, as I understand it, is that the godowns are used 
for storing crops only for a few months in the year. Is it your experience 
'that these godowns in Madras are built on an expensive scale?—I do not 
'believe individual sale societies need go in for expensive godowns. The, 
produce may be kept in the house of one of these people and a small rent 
paid. 

.6033. Therefore your point is that these godowns need not have been 
iihere?—^I do not say so, I say that it is not necessary to have a. very, 
costly godown such as is envisaged by the Madras Committee. They are 
probably under the impression that the godowna should bo of certain 
standard materials and of certain specifications. 

6034. With a view to encouraging the use of trade bills, you suggest 
a reduction of the stamp duty on usance bills. I would refer you to para¬ 
graph 298 of the Madras Committee’s report in which the Committee re- 
odmmend that the duty be reduced By half and be made the same tor all 
usance bills. Do you agree wth this recommendation?—I agree that, to 
start with, the stamp duty on usance bills should be reduced by 50 per 
cent. 

6085. Are you aware that there has been a falling ofi in usance bills 
as people have learned to evade the duty by having recourse to devices, 
such as promissory notes with a verbal understanding regarding period of 
payment and postdating demand bills? Even if the stamp duty were 
reduced, would they not resort to such device unless the amount of duty 
is reduced to that leviable in respect of promissory notes?—I do not 
believe that if the stamp duty on usance bills is reduced, people will take 
recoTjrse to such devices. 

6036. You also suggest that the negotiation of bills drawn in the verna¬ 
cular languages must be made far more easy than at present. Will you 
kindly teU us whether difficulties are now experienced in negotiating bills 
drawn in the vernaculars at all the banks? 'V^at is the practice generally 
followed in regard to such bills (1) by the Imperial Bank, (2) by the Indian 
Joint Stock Banks and (8) by the Exchange banks?—^Wherever cheques 
are signed or endorsed in the vernacular and that happens to be the signa¬ 
ture of an Indian lady, it is generally the practice of banks in Madras to 
ask the signature to be attested before a magistrate. There is a certain 
amount of difficulty in the matter and some obstacles are thrown in the 
■Way of easy negotiation of cheques either signed or endorsed in vernacular. 
In the case of hundis drawn in vernacular, one is expected to sign befora' 
an officer of the bank. These impediments have to be removed if bill* 
are to become more popular in the coimtry. 



6037. Dr, Hyder: 'Sf.uat U bo done in the presence of a magisixate oir 
any respectt^le person?—^Endorsements must be attested before a magia* 
irate, that has been my experience. 

6088. Chairman: If the lady behind the purd^ signs her name in 
'English, am I to understand that it would not be necessary to foUowthis 
•particular procedure?—That is so. 

6039. Mr. Khaitan: Would you kindly let me know whether there ia 
any difference about this procedure between Madras and other provinces? 
In Calcutta it is the practice of some banks, where a cheque is drawn and 
^signed in the vernacular, that the person having the current account with 
the bank has got to sign the whole cheque book in the presence of the 
manager and keep the blank cheques safe in his chest?—That is the 
practice in Madras also. 

6040. Lala HarkUhen Lai: In the Punjab we do not feel such difiicul- 
•tieB. So long as the bank has the specimen signature of the drawer, the 
■signatures in any vernacular are accepted. 

Sir Purshotamdaa Thakurdas: Surely you will find it difficult in the 
P’lmjab also if, for example, a person signed a cheque in the TelUgU 
language. 

Lala Harkishen Lai: We do not get any Telugu signatures. 

Mr. Manu Subedar: How would it be about a hundi?—^You will have 
no specimen signature in that case?—^They get the advice. 

Chairman: The Punjab Provincial Banking Committee's report says 
■that the Punjab National Bank requires from e client habitually signing 
'in the vernacular a printed undertaking that he will not hold the bank 
responsible for any fraud that may occur. 

Lala Harkishen Lai: That makes no difference; they pay on the ‘tigns- 
ture. Each time the document is produced, the man is not asked whether 
he sticks to the agreement. It is taken only once when the aceoimt is 
opened. I must say that in the Punjab English is not deep-rooted because 
we have been keeping our accounts in the court language, i.e., Urdu, for 
;e very long time. 

6041. Chairman: You state that the fluctuations in the rates of interest 
■charged in respect of bills of exchange are rather violent. Can you give 
us an idea of such fluctuations during the last year or two?—^I refer here 
not to bills discounted by the Imperil Bank or the Exchange banks; the 
Imperial Bank charges a certain rate on an understanding with the client 
,and the Exchange banks charge a minimum rate or something over the 
bank rate. But in the market there are other bill-brokers who discount 
bills and the interest charged by them fluctuates with the fluctuating rates 
of the Imperial Bank. The Imperial Bank rate fluctuates between 4 and 
6 per cent, in the year and the fluctuation among the Indian hundi brokers 
depends largely upon the then prevailing rate of the Imperial Bank, so 
that the fluctuations are rather violent. 

, 6042. I thought you were referring to bills of exchange ?—I am referring 
"to hundis. 

6043. You say that the traditional privilege of the seller to fix the terms 
of fcnoney in which he must receive his price are denied to Indians. Am 
I right in assuming that you are referring to the fact that export bills 
ere now drawn in sterling and you desire that the exporter should be able 
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to draw in rupees? If so, is thete any restriction st present on the- 
ezporter drawing his bills in rupees?—Generally the transactions with 
regard to the export of produce depend upon the price quoted in sterling 
by the purchaser in the overseas market. 

6044. I am talking of the currency in which the bill is to be drawn. 
The price is bound to depend on the world’s market and will probably ih 
any case be fixed in Sterling?—The producer of a commercial comjtnodity 
is not in a position to decide whether he can sell his prolluce favourably tp 
himself, because the quotation for the purchase of the commodity obtain’ 
able in the export market is in foreign currency and he is not in a positiott- 
to know whether he is getting a profit by the transaction or whether he is 
having a loss. 

6045. This is really a market question and not a banking question. 1 
think that even the Agricultural Commission recommended that there 
should be msurkets £ind in those markets arrangements should be mado 
for publishing the price of particular articles. Are you referring to that 
aspect of the case?—(Mr. Menon) We send our goods to a country where 
there is a gold ciurency, but we only get silver at the rale of 10 annas 
for 16 annas. Our point is that if we sell in a country which has gold 
currency we expect to be paid in gold in India. 

6046. Are you complaining of the fact that you will get payment in 
rupees?—If the goods are sold in the country which has a gold currency, 
we want to be paid in gold. 

6047. What do you mean by referring to the traditional privilege of 
the seller being denied to the Indian?—^If we sell copra to Marseilles and 
if that country has its currency in gold, we wish to be paid in gold. If 
we sell to Arab merchants they must give us gold. The Arabs used to 
bring gold coin to pay for our products. 

6048. Sir Purshotamdas Thakurdas •. You will have to wait for it?— 1 
am not complaining about the time of payment, 

6049. Chairman: You are referring to the former times. Suppose you 
sold 100 bags of a certain commodity, you have ^rst to send the goods to, 
say, Marseilles, the buyer there pays you in gold coins and then you bring, 
the gold coins to India?—Whenever they come here, they bring gold in 
their sailing vessels. 

6050. Mr. Manvi Subedar: Do I understand that it is a matter of but- 
prise to you that in India both the import bills and export bills are in. 
sterling, and according to you the bills ought to be in rupees also?—That 
is a subsidiary question. 

6051. Chairman: You state that the audit and examination of bank 
accounts should be done by examiners appointed by an Association of 
Bankers in the coimtry. Is it your suggestion that there should be such' 
examiners in addition to the auditors appointed by the shareholders?—. 
That is so. 

6052. Considering the cotoiposition of such an Association, would not 
your proposal place the examiners imder the influence of persons respon¬ 
sible for the management of banks whose accounts they would be appointed' 
to audit?—That may be an objection which can be raised against any 
system of examiners, because they have to be under the control of some¬ 
body or other. 
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boss. Supposing they are plao^ under the control of the Beserve Bank 
^hen this Institute is established, would not that be a better arraage> 
Tnent?—^Probably that may be. 

6054. You are of opinion that private firms or individuals doing btuiking 
business and money-lenders should be licensed and that a disciplinaify. 
control should be maintained over their operations. Have you considers 
whether such a measure would lead to a shrinkage in the loanable capital 
if a large number of moneylenders are averse to doing business under such 
restrictions?—There is at present no sort of control with regard to privntb 
bankers and moneylenders. My idea in bringing theim under disciplinary, 
control by the grant of a license is that there may be some co-ordination with 
regard to the lending rate of loans to persons. Now there is so much 
divergence that the bank rate does not control the lending rate in the 
-market at all. When the bank rate is 7 per cent., the market rate is some' 
where between 12 to 24 i>er cent. Under a licensing system it may bo 
possible to link up all private bankers to a Central Reserve instituiion 
whereby such divergence can be controlled and the Reserve or Central Baz4l 
•may have sufficient control on the rates prevailing in the market. 

6055. You have not fully answered the question. Supposing we accept 
your suggestion, and then the moneylenders refuse to lend money under 
those conditions, would not that lead to a shrinkage in the loanable 
capital?—I do not believe it will contribute to any such calamity, because 
there are persons whose main avocation in life is money lending and they 
would be prepared to carry it on under any restrictions you may seek V> 
impose upon them. 

6056. The Madras Committee have recommended in paragraph 508 of 
&eir report a system of optional registration of indigenous bankers. Have 
you considered that recommendation and have you any observations to 
-make on that recommendation? From what you have told us, you ore in 
-favour of compulsory registration and you do not believe that it would 
result in some of the money-lenders dropping their business with the 
result that there would be a shrinkage in the loanable capital?—On the 
• other hand, it would contribute towards reducing the rates charged on loans 
■when the fenoneylenders get out of the market. 

6057. You do not believe it will have that adverse effect to which I 
have referred?—I do not think so. • 

6058. Mr. Devadhar: You know that co-operative institutions has 
compelled moneylenders to reduce their rates of interest?—^In certain areas 
they have. I know for a fact that in the Anantapur district before the 
advent of co-operation the ordinary rate of interest ruling on small loans 
was 86 to 48 per cent., but after the advent of the co-operative Movement, 
"the rate of interest charged on small loans has been reduced to 15 per cent, 
and in some cases to 12. 

6059. It ib much less than 50 per cent.—^Yes. 

6060. Mr. Jadu Nath Roy: If compulsory registration were resorted to, 
do you not think that the indigenous bankers would divert the money into 
other channels?—^Tt would be in the interests of the country if cheaper 
cfipital were available for industrial concerns which are now starved for 
want of capital. 

6061. Ho not the moneylenders now lend' on insufficient security?—We 
shall put a stop to all sorts of speculative bargaining. 
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6062 . Mr. Dtfvcifcar;: Instead of proposing to restriot the liberty of 
banks dealing in tins business or of individuals, would it not be r. ally^ 
advantageous to start oo-operative institutions in order to enable people- 
to get money at cheaper rates of interest ?—In spite of the existence of co¬ 
operative institutions, private moneylending is going on and private- 
bankers are flourishing. 

6063. There may be difficulties in the way of people who want loans. 
If you remove these difficulties by a systematic, clever organisation,, will' 
not self-interest guide people to go to these co-operative institutions which- 
lend at a much less rate of interest than 50 per cent. ?—There will still be 
people going to private moneylenders. 

6064. Can you not prevent that?—I have made my proposal in the. 
interests of borrowers and my point is that there must be some control and' 
some co-ordination between the prevailing money rate and the market rate. 

6065. Mt. Devadhar: Your idea is that the operations of these money¬ 
lenders should be restricted to some extent by legislation in return for cer¬ 
tain facilities?—^Yes. 

6066. Would you do that for the benefit of the poor borrower who goes 
to him for his finances?—Both in the interests of the borrower and in thar 
interests of the private depositor who deposits his money with the indigen¬ 
ous moneylender, it should be done. 

6067. Chainkan ; You fully admit the advantages of the fuller develop¬ 
ment of the co-operative Movement, but as things are at present, that 
stage of finality will not be reached ere long when the agriculturists need' 
not go to moneylenders for their requirements. Until that stage is reached 
the agriculturists will have to go to the moneylenders and therefore in the 
interests of the agriculturists also you will impose certain restrictions on 
these moneylenders in return for certain privileges that you might be- 
willing to offer him. Is that not yo\ir view?—That is so, with a view to- 
enable the borrowers to have the benefit of a lower rate of interest at the 
hands of these moneylenders. 

6068. Mr. Devadhar: Supposing the co-operative Movement caine to 8 
etand-still, do you anticipate that the rates of interest of these money¬ 
lenders would go up again?—I do not envisage such a situation. 

6069. Mr. Manu Subedar: You said that it would be some time before 
the net-work of co-operative Movement would spread all over the country. 

I put it to you, as education grows, the ordinary cultivator who does not 
at present realise that he subscribed to the principle of unlimited liability, 
may at a later stage realising the actual position, not prefer to have the- 
benefit of the co-operative system and Imay require some other machinery 
for the pmrpose of securing loans. For that purpose also the class of 
moneylenders who are meeting their needs would continue to exist and 
therefore it would be all the better if they were licensed. Is that 
not your view?—^Yes. 

6070. Chairman: You state that “the Joint Stock Companies Act ia 
inadequate to control the operations of banking organisation”. You have 
indicated what provisions should bo made for the regulation of capital ani 
reserves. Is that all that you would like to be regulated? If not, will 
Jot kindly tell us in wbat respects its provisions are found wanting? 
Have you' in contemplation any further restriction ?—At present we have- 
none. 
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0071. You gtato.thst there mutt be an emergecoy m|io}wery the verdict 
of which thoiild enable the 'Cehti^ Beterve Bank to ooiiie to, the retouo 
of a bank when there is a run. Will you kindly indicate the nature of the 
machinery you have'in view and itsmodu* operandt?—My idea in bum^* 
ing this emergency machinery is with a view tp enable the Beaerve Bank 
which I envisage would be working in full swing in the near future, to 
oome to the help of banks in distress and help them by the provision iof 
funds to help them out of distress in case of need. 

6072. You recoimmend that the financial facilities that are at present 
allowed to the co-operative banka by the Imperial Bank and the additional 
facilities that should be given might be placed on a footing of statutory, 
or contractual guarantee. From the point of view of practical banking 
do you think it is feasible to give a contractual guarantee regarding mattara, 
Jsuch as limits of cash credit and concessional rates of interest on advances, 
mgardleSB of the changes that may take place in the position of the money 
market froim time to time and regardless also of the changes that may take 
place in the financial position of the institutions concerned?—^My idea in 
putting this recommendation before you is this. Following the Australia^ 
Bank Act if there is sufficient provision in the Eeserve Bank Bill or in tha 
absence of a Beaerve Bank, sufficient facilities are created in the Imparuil 
Bank for a certain definite advance of capital to the co-operative Movement 
I will be satisfied. In regard to the other point whether the rate charged 
on accommodation given to the co-operative banks should fluctuate ivith 
the changing conditions of the money market and the bank rate that under* 
goes fluctuations during various periods, I would prefer to have a deflnito 
flat rate given to the co-operative Movement. I'he flat rate .was given tr> 
the Movement until now but that avenue has been cut off. The Provincial 
Co-operative Bank in Madras was permitted to have two accounts witk 
the Imperial Bank, No. 1 being operated upon on the strength of the co¬ 
operative pro-notes where a flat rate of 6^ per cent, was charged on the 
debit balances, and No, 2 account being operated upon on the advancei 
made on the Government securities at the fluctuating rate of the Imperial 
Bank. Very recently the Imperial Bank communicated to us that the 
Provincial Bank should choose to operate either on one or the other of the 
two accounts, and when it found that the bank had been operating on the 
No. 2 account, it declined to permit the Provincial Bank to operate on 
No, 1 account, when the bank rate stood at 7 per cent. What I suggest 
to the Committee is that a certain definite amount of money must be 
advanced on the strength of co-operative paper so that the Provincial Bank 
may not suffer loss in the work of the co-operative Moveonent. 

6073. Mr. Devadhar: Are you in favour of having this cash credit 
system to all Central Banks or would you restrict it to the Provincial Banlm 

only ?_^My pertonal opinion in regard to this matter is that the cash oredHir 

facility should be concentrated in the Provincial Banks alone. 

6074. Mr. Manu Suhedar: In regard to the facilities which you waai^ 
the Government or the Eeserve Bank to provide for you on the security 
of your co-operativo paper, the position very largelv depends on how the 
Movement is considered and regarded by the outside public, by the Gov¬ 
ernment arid by the C<>ntral institutions from whom you ask for such 
facilities. Is that not so?—^Yes. 

6075. I will read to you an extract from the "Indian Finance" Banking 
supplement relating to the co-operative movement and I would request 





« 

^Ou to wh^t jou .coou^r about the remark# offered therein and 

,'wbet))er .^ou agirse. ^^th the. Butne, Dealing with the question of personnel, 
it says—‘‘Though they faaye moved i^way from the helpless position of 
olden days, we can hardly claim' that, the Movement is in the hands of 
.experts who can go about the task with these qualities of judgment, dash 
^d during which are indispensable in any business venture. The result 
is that the co-operative credit institutions are supposed to be incapable 
•of bearing the strain of the more exacting tests of soundness applicable to 
•ordinary business concerns”. If they cannot bear the same test which 
•is applied to ordinary business concerns, naturally the paper emanating 
^m them would be liable to a certain amount of doubt. Is that not so?—- 
I should think it is rather an exaggerated picture of the existing state of 
affairs. 

6076. Would you say that there is little justification for making such 
a remark?—I would not say that there is absolutely no justification, but.I 
;znight say that the position has been a little overdrawn. 

6077. You think that it is possible that some portion of the co-operative 
. paper may be looked upon as dud security but there will be still a substau- 
'tial portion of it which will be quite sound. Is that your contention?— 
That is so. 

6078. Chairman: How is the Imperial Bank to decide what portion of 
the paper is dud security and what portion is effective security ? Will not 
that position operate as an impediment on the Imperial Bank against 
providing credit gainst that paper?—My answer to it is that these Co¬ 
operative securities are collected from over a wide area of the province from 
among 12,006 Societies. It is possible that there may be a very small per- 
rantage of dud securities but it must be remembered that the Imperial 
Bank advances money on the security of the assets of the Provincial Bank 
supported by those of central banks. And it is only as a last line of 
defence that the co-operative paper is also given. 

6079. I thought you were referring to the pro-notes of the central and 
Provincial banks?—^No, I refer only to the pro-notes of primary societies. 

6^0. Mr. Manu Suhedar : Take the case of your own province. 
Supposing you want cash credit facilities up to Bs. 20 or Rs. 30 lakhs. 
Do you consider that the assets behind the Movement are certainly quite 
safe except for a very small percentage of the pro-notes of primary societies 
and that with the further development of the Movement in the province 
you do not envisage any such possibilities. Is that so?—Yes. 

6081. Supposing your Provincial bank was relieved of its obligation to 
lock up its money in securities and they wanted to have re-discounting 
facilities on itb co-dperative paper for half its tot.al value, say to the extent 
of Rs. 70 or 80 lakhs, then I put it to you that the whole of such papex 
would not be free from any doubt?—We will take care to see that we give 
•only first class paper as security. 

6082. How can you make that choice?—We will give only such paper 
which have been duly certified by the Registrar as proper, 

. 6083. I find from your Report for 1928 that in regard to your capital 
repayments, 42 per cent, is in arrears and in regard to interest repayments 
S7 per cent, is in arrears. Where the arrears are so heavy, which is un- 
laiDwn to comnfercial banking, would you accept it to be sound from th? 



point of View of party who ^ras you heavy' re-discounting facilities ?>« 
'Xhere is no doubt a sufficient amount of farCe and Tywanlpg iq that 
statement. In due course, we expect to have really first ttiass paper. 

t)084. Mr. Ramdas Pantuht: You are told that a certain amount of 
co-operative paper of the village primary societies is not sound and a 
bank would not be quite safe in advancing money on that security. 
Will you draw Mr. Subednr’s attention to the statement you have 
in your memorandum with regard to the precautions taken in regard to 
your co-operative paper, wherein you say—"The Central Bank concerned 
should, in addition to the promissory note executed by it furnish collateral 
securities in the shape of promissory notes of unlimited liability credit 
societies in the case of district central banks, and promissory notes of district 
central banks in the case of the Provincial Co-operative hank". With 
regard to the cash credit, I suppose you are not allowed to exceed the 
owned capital of the central hank concerned ?—That is so. 

6035. And central banka have created nearly a reserve fund of nearly 
Es. 22 lakhs?—Yes. 

6086. And you have your own share capital of Rs. 7 lakhs and the 
Eeserve fund of the Provincial Bank is Es. 10 lakhs?—^Yes. 

6087. Therefore you have a sufficiently large amount of assets for the 
present cover and if you envisage a large expansion of the Movement, you 
expect your Reserve Fund will go up and your share capital will also be 
increased and these in themselves will certainly go a long way to cover 
these advances?—That is so. 

6088. And it is in addition to all these, as a third line of defence you 
give the pro-notes as collateral security?—^Yes. 

6089. With regard to overdues, do you not think that most of the over- 
dues in the movement relate to long teitn advances?—It is so. 

6090. I shall now read to you what the Madras Committee have said 
in paragraph 355 of their Report. They say that the losses made by 
central banks from the rural credit societies whose pro-notes were thux 
pledged have been entirely negligible; with one or two rare exceptions o4 
trivial sums no dues from unlimited liability credit societies have been 
written oS. It must therefore be taken that these pro-notes are good 
security. That they are less readily realised in a crisis than trade bills or 
Government paper has not been disputed but they are probably more 
readily realisable now than they were a few years ago, for the proportion, 
of short term loans is steadily increasing. Therefore the position is not 
that you have not got any tangible security or that your collateral is so bad 
as it is assumed to be?—You have correctly summed up the position. 

6091. Would you agree with the statement that the assets of the central 
and Provincial Co-operative banks backed up with the pro-notes as collate¬ 
rals, are so worthless as not to make it a business proposition?—I would 
not admit that statement. 

6092. Chairman : Mr. Menon, you are a director of the Central Bank. 
Do you agree with the views expressed by your Secretary in regard to thi? 
matter?—I agree with the views expressed by the Secretary. 

6098. ,Mr. Srinivasa Rao, you are a Vice-President of the Bank. Have 
vou anything to say in regard to the statement made by your Secretary?— 

I support the statements made by the Secretary but I would like to make 
a few observations in this connection. I submit that one of the items in 
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the scope of this banking inquiry is stated to be the regulation of banking 
with the> 4 ^} 0 oi of protecting depositors and thereby increasing the jonfl- 
dence in the banking system. I submit that proper audit arrangements 
are called for. There is a growing complaint all over the Madras Presi¬ 
dency, to which Mr. Bamdas Pantulu referred in his presidential address 
at the Co-operators' Conference held recently at Madura, that the audit 
reports do not furnish sufficient information in regard to the conditions of 
the societies. Under a proper system of audit, any reference to the state¬ 
ment that some portions of the co-operative paper may be valueless w;!! 
entirely be removed. I would fmther submit that the present audit 
arrangements in vogue in Madras are not entirely satisfactory and the 
depositors are found wanting in confidence. The public are therefore 
entitled to get that confidence from Government on whom the statutory 
obligation of audit is thrown. In this connection I would draw the atten¬ 
tion of this Committee to what the Maclagan Committee have said in para¬ 
graph 90 of their report with regard to proper auditing. They have dealt 
exhaustively on this subject, what audit means, what it should comprise 
of etc. It is the neglect of these provisions that, I submit, is responsible 
for the present state of afiairs and this fact has been endorsed by the Calvert 
Committee o^Buitma who state that the present deplorable condition of 
the co-operative Movement in that province was due to lack of proper 
audit. If this Committee would therefore be pleased to go into this ques¬ 
tion and recommend proper safeguards with regard to the Co-opevstive 
Movement in the matter of audit, the confidence of the public in Co-opera¬ 
tive banking will be better ensured. All my remarks pertain mainly with 
regard to the Co-operative Movement. 

6094. Chairman: You said in answer to the question of Mr. Bamdas 
Pantulu that unless the system of audit is changed, it is not possible to 
arrive at a true appreciation of the position?—I should think so. At the 
same time I think that the assets of the Provincial Bank and the central 
banks put together would be on the whole sound enough to support the 
application of cash credits. The risk is very negligible as is observed by 
the Banking Enquiry Committee. 

6095. But may I tell you that it is not possible to investigate the 
question of audit. I read out certain references from the report of the 
Madras Provincial Banking Enquiry Committee and when they do not 
suggest anything on this question, it is impossible for ttis Committee to 
go round and take over the work which that committee has already done. 
You said that this Committee should devise means and improve the audit. 
I would say that it was the work of the Provincial Banking Enquiry Com¬ 
mittee?—May I respectfully draw your attention to the statement made 
in the report of the Provincial Banking Enquiry Committee which savs at 
page 2 as follows: “Items (i), (ii), (iii) (a) and (b) were excluded from 
the purview of the Provincial Committees’’. There you will find that item 
(i) has been excluded from that Committee’s purview. 

6096. When you refer to the later portion of the paragraph, it will make 
the position som.ewhat doubtful, because the depositors of the co-operative 
banks are all agriculturists?—^They are not. Only a small portion of the 
depositors are agriculturists. 

6097. What about primary societies?—No, there is a small rptoportion 
of agricultiuist depositors. 
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6098. Mr. Manu Suhedar: I may point out to you that it is mention* 
ed that most '.f the depositors are professors, pensioners, etc. 

6099. I am trying to find out whether this question of audit was under* 
tahen by the Madras Banking Enquiry Committee, because some Pro¬ 
vincial Committees have dealt with the subject?—^In Madras there was no 
necessity for them to make any observations. 

6100. That makes me feel that they were satisfied with the presenii 
system of audit. 

6101. Mr. Bamdas Pantulu: As a result of the recommendations of 
the Townsend Committee the Government of Madras have adopted certain 
forms and made some changes and the Madras Banking Enquiry Com¬ 
mittee thought that the present arrangements of audit were good. (To 
the witness). Will you be satisfied if the audit is done on the present 
arrangements ?—Yes. 

6102. Chairman: You also recommend exemption to oo-operativo 
societies from payment of income-tax on earnings from investment in 
public securities or land mortgage debentures. What would be your 
answer to the criticism that it is no part of the business of oo-operat^vs 
societies to invest a great deal of their capital in interest bearing security, 
and that if they do so, they should like other investors be subjected to tba 
deduction of income-tax from the return on such investments?—^We take 
this stand with regard to the exemption of income-tax on the eaminga ct 
securities held by banks. It is based on a certain order issued by the 
Governor General in Council exempting the profits of the co-operative 
societies from taxation in their business of banking. Whether it be co¬ 
operative or joint stock banking it has to keep a certain portion of the 
working capital in the shape of Government securities. It has now been 
stated that for creating additional capital the co-operative banks liave to 
offer Government securities. The income on the securities is a portion of 
the business profits of the co-operative bank. Therefore we want this 
exemption. 

6103. If the case is covered under the notification you refer to, there is 
no point at all. But from the legal point of view it is not covered ?—"We 
have made a reference to the High Court and asked for a ruling. 

6104. But you take your footing on the Government Order. Is it not? 
—Yes. 

610.5. As regards recruits for co-operative banks, you state that the 
necessary facilities for training in methods of banking and co-operation are 
still lacking. Will you kindly state what facilities are required ?—The kind 
of training that is available for young men who want service in co-operative 
banks is not sufficient. The kind of training to the young men should be 
on lines that they would be able to take the control of the type of the 
bank like the central bank. What we want is that there should be a 
higher co-operative training college where instructions to students are 
given for attaaining to higher positions. 

6106. I think you are referring to yoinr own province?—^Yes. 

6107. You state that if co-operative banks are permitted to discount 
bills and advance moneys on documentary bills, the facilities for marketing 
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would undoubtedly’ be improved. Does this imply that at present oo* 
operative banks are precluded from discounting bills or advancing money 
on documentary bills?—The securities that are accepted at present are 
under the bye-laws of the Co-operative Act. So to enable them to ad- 
vapco moneys on documentary bills, a bye-law shall have to be made. 

6108. I will draw your attention to the answer you gave to the question 

put by the Madras Provincial Committee. The question was: “I take 
it that the business in discounting bills in provincial banks is somewhat 
easier business than lending money for cultivation expenses?” And your 
atiswer was: ‘ ‘ The moment the society does that, all the attention of 

ttie members will be diverted to the dividend that they will get.” If this- 
answer is correct, would not the argument about allowing the provincaaT 
banks and central banks to do work outside the legitimate work of the 
ob‘Operative movement fail?—What we propose is to advance moneys on- 
documentary bills. 

6109. But your answer is quite plain there in the report?—There is- 
some confusion in the answer. 

6110. You, therefore, say that there is a mistake?—Yes. 

6111. Mr. Ramdag Pantulu: Are not the shareholders of the Provin¬ 
cial Bank mainly the Central Banks?—^Yes, out of seven lakhs of share* 
only Es. 18,000 are held by the individuals. 

6112. Mr. Devadhar: When you talk about the exemption from income- 
tax, do you mean to say that the co-operative bank is not a profit making 
business?—I never said so. But the stand I have taken is on the notifi¬ 
cation of Government. 

6113. Chairman ; You state that you are in favour of a portion of the 
receipts from cash certificates and savings bank deposits being diverted to- 
give facilities to commerce, industry and agricultm-e in this country. So 
far as your co-operative bank is concerned, do you think it would be able, 
with such additional funds, to finance agriculture to a larger extent than 
it has hitherto done?—Yes, Sir, it will enable the Provincial bank to put 
in more funds for the financing of agriculture in the province. It will 
certainly facilitate agricultural development. 

6114. Immediately?—It may not be so sudden; but it is sure to- 
develop agriculture. 

6115. Have the co-operative banks so far fully utilised the funds at 
their disposal?—Ihere may be seasonal surpluses and seasonal deficits. 

6116. I find from the answers given by the representatives of your 
Bank before the Provincial Banking Committee that it is becoming more 
and more apparent that during certain seasons of the year large sums of 
capital get concentrated in the hands of the Provincial Bank and it is 
found that there is no profitable method of iijivestment for this large 
capital, and the only source that is available is either to deposit it with 
the commercial banks or to purchase Government of India securities. I 
find another statement in your evidence there that it is not so much money 
that is required but a proper system of finance. I take it therefore that 
co-operative banks in your province are not immediately in need of more 
finance?—We ask for the investment of a portion of the funds in cash certi¬ 
ficates and in the savings banks being diverted to finance agriculture on- 
the parallel that is being observed in Germany at the present moment. 
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^117. I am not concerned with parallels elsewhere. Look at you* 
balance Sheet. (At this stage the latest balance sheet of the Bank w«* 
handed to the Chairman). This shows that you have taken deposits to 
the extent of 153 lakhs and you have issued loans something like 116 lakhs^ 
therefore you arc left with a margin of 87 lakhs and that position was 
reached even after you had to pay back something to the Imperial Bank?-^ 
We did pay back. 

6118. They reduced your cash credits. Further, am I to understand 
that your overdraft from the Imperial Bank is the same as it was 12 years 
ago?—The actual overdraft varies from day to day. 

6119. What was it on the 30th June 1930?—I have given the figure lA 
the Balance Sheet. 

6120. How does it compare with the figure as it stood on the same date 
in the previous year?—On the 30th June 1930 the amount of the overdraft 
was Bs. 7,30,'ldO. 

6121. What was it on the corresponding day a year ago?—Evidently 
in 1929 there was no overdraft on the 30th June. 

6122. I put this question to you for the reason that a few days ago 
a gentleman who was repre.senting an all-India Co-operative institution 
told us that by some action of the Imperial Bank the actual cash credits 
available to the Madras Provincial Bank had been reduced in the pourae 
of 12 months by about 45 lakhs?—That is not a correct statement of facta. 

6128. If it is not, then I shall not pursue that aspect of the question. 
It has also been stated that owing to that action of the Imperial Bank, the 
profits of the Central Co-operative Bank of Madras have been reduced?— 
I do not think that statement is correct either. As a matter of fact 
there is no reduction. I may add that there is a misapprehension with 
regard to the overdraft. We are given a limit of credit with the Imperial 
Bank upto which we can draw. For instance on Government paper we 
are allowed 30 lakhs. By a single cheque on any day we can draw 
30 lakhs. On the 30th June 1929 there was no amount owing to the Im¬ 
perial Bank by us on our overdraft account, while on the 30th June 1930 
the amount duo to the Imperial Bank was Rs. 7,30,400. 

6124. Chairman: Will you kindly give us some information regarding 
the rates of dividend declared during the last few years by your bank e nd 
•some of the central co-operative banks?—Could you send us the figures? 
—The Provincial Bank has been declaring 9 per cent, for 15 years and the 
Central Co-operative bank has been able to declare a dividend of 9 per cent. 
But I will furnish to the Committee the figures as desired. 

, 6125. I find irom the latest available balance sheet, namely that foi 
30th June, 1930, of your Bank that 55J lakhs of your capital has been 
invested in Government securities. I gather that there are certain stand¬ 
ard rules prescribed by the Registrar for the fluid resources of co-operative 
banks. Would you kindly tell me with reference to those rules, how much 
fluid resources your Bank would be required to keep and whether the whole 

of the investment in Government securities is for that purpose?_ Oul 

holding in Government paper constitutes our own reserve fund which \mdet 
the orfers of the Registrar we have to maintain. We can fix it either ae 
deposits with the Imperial Bank or in gilt-edged securities. 



6126. What is the amount of the fluid resources that were available on 
the 30th June 1930 f Have you got any calculations, I mean, imder the 
rules of the Eegistrar?—(The witness undertook to supply figures later). 

6127. I have seen it stated somewhere perhaps it was in the pamphlet 
given to me by my Colleague Mr. Eamdas Pantulu—^that the position in 
Madras at the present day is that the Bank is refusing de^josits because 
it cannot use those deposits within the Movement. Is that a correct 
statement of fact?—At certain periods we do refuse when we do not want 
money. 

6128. Is it the general practice in most parts of the year?—^Not in the 
recent past; we do not drive away people who come to deposit money with 
us. 

6129. Are you taking all the deposits that are offered to you?—^Yes; 
only when we do not need funds, we quote very low rates and tha depo¬ 
sitors go away. 

6130. So in effect you are refusing deposits. If you offer people lower 
rates which are not acceptable to the depositors, it amounts to refusing 
deposits?—That is in cases when we find we have more money than we 
can invest. It is not a contingency that happens very frequently; it 
occurs very seldom.. 

6131. Now you are a practical banker. I put it to you; you cannot 
possibly live in that way, from hand to mouth and from day to day. You 
must prepare the estimate of the sum of money which you are likely to 
be called upon to produce, say, within the next 3 or 6 months?—We pre¬ 
pare the estimate but the actual needs sometimes exceed the budget. 

6132. Have you been refusing deposits, say, in ti^je last 6 months — 
No. 

6133. In the six months before then?—No. We have not been refus¬ 
ing since July 1929. 

6134. Could you supply us with a statement showing the deposits from 
July 1929 and how much you have refused on the ground that you had 
no requirement for more funds?—^I can send you a statement with regard 
to the money deposited month by month; as regards the other point I can 
tell you now that since July 1929 we have not been refusing any deposits. 

6135. Mr. Manu Suhedar: Are you able to attract more deposits during 
the season?—Y^es, we have been getting more money during the busy 
season. 

6136. So your point is that you regiilate the intake of deposits with 
reference to the demands on you from the central banks. Have you ever 
found it necessary? to get money in other ways, because you could not get 
the required money from deposits?—^Yes. 

6137. From what other sources?—^From other provincial banks in other 
provinces, such as Bombay, Punjab and Bihar and Orissa. We also get 
money on call deposits from the joint stock banks in the city. 

6138. In this statement before us you do not show that you have taken 
any deposits from any provincial banks?—The total figure includes the 
money we take from the provincial bank; we do not analyse it. We have 
4 lakhs from Bombay, another one-lakh from the Central Provinces. At 
present we have 5 lakhs from other provinces. 
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6189ir Now, you have made several statements in your memorandum. 
You say “in the case of commercial crops, in many instances, they are 
sold through forward contracts to foreign houses whoN advance .ca 5 )ital even 
before the crop is up.” Further on, you say, "The facilities existing in 
the case of foreign trade are those created by the Exchange Banks dis¬ 
counting bills drawn against goods that are shipped to foreign countries. 
The facilities for internal trade are very few”. Now, I put it to you. 
Have you any idea where these Exchange banks get their deposits from?—i 
Largely from the Indian public. 

6140. And the facilities for internal trade are extremely meagre?—^That 
Is my opinion. 

6141. The facilities for export trade, that is to say, for foreign bills?— 
They are considerable. 

6142. The facilities go to large European mercantile houses?—^Yes. 

6143. Therefore the Indian internal trade is starved?—^Yes. 

6144. Dr. Hyd.er: You are a timber merchant and I believe you hold 
a license for extracting timber?—^I hold no such license. 

6145. Have you any idea of the amount of licensing fees other peaf)le 
have to pay?—That depends on the number of trees in each forest. 

6146. How many months does it take you to cut down trees when you 
are working imder a license ?—^More than 12 months. 

6147. Dr. Hyder: How much more than twelve months?—^During the 
dry season when the rain stops, the operations in the forest commence and 
the blocks are then kept ready for the next rainy season. 12 months must 
elapse before the cutting of the tree and rafting is done. 

6148. Have you ever approached the Imperial Bank ?—So far as I am 
concerned, the Ii.uperial Bank has been very helpful. I am speaking about 
the other timber merchants. 

6149. Your point comes to this, that Indian timber merchants do not 
get advance against timber until it is cut, rolled down, floated and 
rafted?—At present there is a crisis in the timber market in Malabar. 
Half a dozen limber merchants have failed, because credit has been 
suddenly stopped. 

6150. We are here on the general question. Are Indians who are 
engaged in the timber trade handicapped in any way as regards finance?— 
If one timber merchant fails, the whole credit stops, that is the present 
state of the market. The nature of the business is very risky and they 
are very shy about lending. 

6151. Mr. Jadu Nath Roy: You referred to co-operative societies .en¬ 
joying certain facilities from Government, but said that indigenous b anVar^ 
should be restricted by some sort of licensing?—^I said that licensing may 
effect some reduction in the rate of interest and lead to co-ordination with 
the prevailing bank rate. 

6152. Are not indigenous bankers entitled to facilities similar to those 
given to co-operative societies?—^The principle of co-operation is that co¬ 
operative societies do not make any profit and so the concessions as 
regards freedom from stamp duty and registration charges are given to 
such institutions. 



6168. Mr. Devadhar: To whom do the profite made by primary ao- 
c.etieB go?—They belong to the society as a whole. 

6164. Mr. Jadu Nath Roy: You do not think that indigenous banters 
are entitled to any concession even when they compete with co-operative 
•societies?—do' not advocate any concession to them in the matter of 
stamp duty or registration charges. 

6155. Income-tax?—I have not thought about it; I would rather not 
answer the question. 

6156. Mr. Jamal Mohamed: When you say that with reference to the 
trade’ in hides and, skins financing is done primarily by the producer who 
turns out the finished goods for the market, I presume you refer to the 
tanning- industry ?—Yes. 

6157. Do you know whether in Madras this industry is being financed 
by banks?—To my recollection the tanner has to depend on his own fincmoe 
for getting through his trade. 

6158. Am I correct in saying that the industry is not being financed 
4t the st^e of being tanned, but only at the export stage?—Yes. 

6159. You advocate industrial banks. Some witnesses have told us 
that their past experience in the case of industrial banks has not been very 
encouraging?—Past failures ought not to be a bar to future progress. We 
may fail a number of times, but succeed in the end. 

6160. Can you give long-term loans based on short-term deposits?— 
we- cannot. 

6161. What is your remedy for that?—^My remedy? is that industrial 
banks must start with a large capital. 

6162. You have at present no industrial banks, we are only talking of 
ordinary banks now giving short-term loans. You advocate long-term loans 
for industrial concerns. My answer to that is that the loans have to be 
short-term for the simple reason that deposits are short-term. "What are 
your, suggestions to overcome this difficulty ?—^It can be overcome by the 
starting of mdustrial banks which will enable long-term loans to be gi-ven 
to industrial concerns. 

6163. You ’ say that ‘ ‘Industrial banks will only venture to finance 
industries if they have a reasonable belief that the State will so regulate 

its tariff and monetary policies.”. What do you mean by tariff and 

monetary policies?—By ‘tariff’ you mean protection?—^Yes. When I 
referred to monetary policy, I had in mind the question of the ratio. 

6164. Fiscal, currency, and things of that sort?—Yes. 

6165. In the same paragraph you say “so the success of industrial 
^janks largely depends upon the industrial policy of the Government of 
India”. If I suggest a little modification of the sentence: “so the suc¬ 
cess of industrial banks largely depends upon the industrial and currency 
policy of the Government of India”, what would you say?—I am prepared 
to accept the amendment, 

6166. Mr. Devadhar: In the course of your evidence you gave us a 
very dismal picture of the co-operative Movement, with regard to its 
origin and earlier development, stating that at the earlier stage financii^ WM 
done in a haphazard manner without any principle?—am soti^ that I 
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created such an iiftpresaion. No htunan being could have done better than 
the pioneers in this field have done; 

6167. You 'mean to suggest that you made an over-statement ?—It was 
a statement whicn was made out of my anxiety for the Movement to bs. 
put on a better basis. 

6168. With regard to the system of short-term and long-term credit you: 
probably know that the system is not common to all the, provinces 
India?—The question of short-term loans was recently considered very 
carefully in all parts of India. 

6169. In your province it was started with the idea of having a kmg- 
ferm credit for ten years, and short-term credit prevails to a very small 
extent?—^It was formerly like that. 

6170. In the Bombay Presidency it is the other way about. So would 
you accept the statement that what you say applies more or less to. 
Madras?—What are your overdues? 

6171. The overdues in Bombay are not as high as they are in Madras. 
That is probably due to the fact of our loans being short-term 
loans and that is probably the case also in Madras in the case of such 
loans?—Our overdues are high only in respect of the long-term loans. 

6172. The proposition which you raised in regard ' to the long-term 
credit being a common practice was more or less applicable to Madras and 
not necessarily to Bombay?—That might be so, but the same symptom is 
visible in other presidencies also. I am not despondent about this Move¬ 
ment, we have already begun to act in that line and considerable progress 
has been made in our province. 

6173. In Madras when loans were first given for ten years, I think the 
idea probably was that unless the old debts were cleared it was no use 
helping people in any way?—^Yes. 

6174. That is why the current requirements of agriculture came to be 
neglected?—It may be so. 

6175. Do you know that the modem tendency drawn from the ex¬ 
perience of some provinces is that so far as the long-term loans are con¬ 
cerned, liquidation of debt should be relegated to land mortgage banka, a 
beginning in which direction is being slowly made and that the primary 
societies should not be held responsible for it?—That is the view new. 

6176. The Movement was put on a long-term basis because that point 
was not thoroughly grasped at the beginning. The co-operative Movement 
is mainly meant to meet the current needs of the agriculturist ?—That 
feeling has been very strong in our minds and we have completely changed, 

6177. That is what has really taken place in other provinces?—^The 
change for good which we have effected now will be visible only after 
about 5 years. 

6178. Mr. Srinivasa Eao, you too drew a dismal picture of the Move¬ 
ment and suggested that nearly 50 per cent, of the societies were more or 
less moribimd or could be put under that category. Do you mean that tba 
department was responsible for registering these societies or our own.ppoplo 
were responsible for bringing them into existence?—^I should first correct 
the premise on which you have put the quefetion, namely that I drew 
dismal picture. What I represented to the Committed was the picthre 
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drawn by others of greater weight and authority than myself and even then 
I was obliged to do it. 1 should have been the last person to state those 
matters but for a question put by the Chairman asking for our reasons 
for the small volume of loans issued at that part of the season when loans 
were mostly needed by the agriculturists. The other question was about 
the steps taken to remedy the state of things which brought about that 
result. ^ In answering these questions I was obliged to state what exactly 
the position was as shown in published reports by competent authorities. 

6179. Where did the question of 50 per cent, of the societies being 
moribund come iu?—Am I to infer that you did not want to draw any 
dismal picture indicating the failure or wrong lines of development of the 
societies?—do not know whether the picture is dismal or bright, but it 
is a statement of fact which I made. The question about their being mori¬ 
bund had to be brought in because if there were a large number of societies 
from whidh recoveries were not being made, that would account in a large- 
measure for the non-advance of loans at the agricultural season. I had 
also to give an explanation of the disparity in the figures and show the 
proportion of societies from which recoveries were being made. 

6180. You suggest that if all these societies were active and in working 
condition, very much larger amounts of money would have been required? 
—All oiur surpluses would have exploded in a few months and we should 
have had to go a-begging for deposits. 

6181. There would have been greater need for larger funds?—^Yes. 

6182. What small amounts were paid in the way of loans were for the 
puirpose of payment of land revenue. Were there any other charges to be 
met by the Co-operative societies during that 'period?—I wish to bring to 
your notice that I find from the report of the Provincial Banking Enquiry 
Committee that after all the amount advanced in a certain year for which 
figures are given was only Es. 50,000 for kist purposes, whereas the total 
loans advanced in that period which is quoted in our report was some 
lakhs of rupees, which shows the largeness of the amount advanced for 
cultivation purposes other than Mat. 

6183. It is not merely for the purpose of giving kist, but also for the 
purpose of giving him money for maintenance and support?—Certainly. 

6184. I should like to know exactly how you would remove the charac¬ 
terisation of societies as being moribund?—What remedies would yoa 
suggest?—Do you consider that better propaganda with the help of Gov¬ 
ernment or 8omg> other financing agency like your Provincial Bhnk would 
be necessary if all these unions were to be given help?—Wo have started, 
on a regular campaign of work in villages with a large establishment which 
we have entertained in order to teach the panchayatdars, etc. 

6185. Does Government take its legitimate share in this work?—am 
afraid not, we are doing if ourselves. 

6186. The Chairman read out to you a certain passage where it was 
pointed out that a great deal of co-operative education has to be spread 
before any improvement in the right direction could be expected. Do you 
agree with that proposition generally?—^Yes. 

6187. If that is so, is it not a matter of cost?—It is a matter of cost, 
-the cost is being met to an extent by Government, it is being subsidised 
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certain amount of teaching going on still in the theory of co-operation, 
not so much in the actual management of societies. In that direction the 
provincial union is moving and also the Madras Central Urban Bank, 
though the central bank; with the aid of a large staff now being employ¬ 
ed, the panchayatdars are being taught how in the present condition of 
things they should tackle the problem. If the society does not do it, the 
union does it and if the union does not do it, the central bank does it. In 
this way it is exemplified how in actual practice things should be managed. 

6188. The Madras Government are spending something like 5 to 8 
lakhs?—It is about that. 

6189. We spend here something like six. If you find that you are 
not able to produce the desired result even then supported by the contri¬ 
bution by the Madras Central Urban Bank and the central banks, federa¬ 
tions, unions and all the machinery of the organisation, do you not think 
it is necessary to have some more money spent and larger number of 
people put into the field than you have at present?—^That might be one 
aspect, but the other and more important aspect of the affair is that there 
is not that degree of co-ordination of the official and non-official aetivitiee 
in our province which for the expenditure does not produce adequate com¬ 
mensurate results. 

6190. You would therefore suggest that the whole movement should be 
de-officialised ?—I am not concerned with the question of de-offioialisation 
now. 

6191. My question arises out of your answer, you say there is not suffi¬ 
cient co-ordination?—The required degree of co-operation is also found 
wanting. 

6192. Chairman: Would you kindly explain a little more fully what you 
mean by want of co-ordination between the officials and the non-officials?— 
In what respect is there a lack of co-ordination?—The commencement of 
every year marks a definite, stage in the progress of the soc'ety. We make a 
clean start at the commencement of the next year, knowing how exactly the 
society stood and what exactly we have to do. If in that respect the auditor 
did his duties as required by the Maclagan Committee, it would give a fresh 
starting point with a clear-cut account of the state of the societies brought’ 
to the notice of unions and central banks, so that the latter might start at 
that point and go on correcting mistakes and improving things suggested 
by the auditor. We now do things ourselves. For years and years there 
was the agitation about central banks and unions being furnished with 
copies of the audit report, but the report is passed to the Eegistrar through 
the central bank w'ith the result 'that it takes months to reach them. Even 
then certain important statements are omitted and a further fee has to 
be paid, so that the whole thing has been in a state in which the central 
banks and unions could not make a good start in the matter of improving 
the societies. During the last two or three years the central banks and 
federations have felt themselves called upon to entertain large establish¬ 
ments and through these establishments ascertain the real condition of 
societies. Instead of straightaway proceeding with the business, they 
have to wait for the audit report. I maintain that if there is a clear \mder- 
standing between the department and the non-officials as to what each 
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shall do, a certain amount, of duplication of work might be avoided, and 
greater output and greater efficiency secured for the very same amount 
of expenditure. 

6193. Is that the only direction in which co-ordination is wanting or 
have you any other directions in view?—That is the principal thing. 

6184.- Mr. Devadhar: So far as co-ordination is concerned, you \yant 
that to be effected between the department on one side and the various 
qo-operating or non-official agencies on the other, one of the directions to 
effect this co-ordination being to see that the audit was sufficient and well 
regulated and supplemented by your own supervisors to produce the neces¬ 
sary result?—^Yes. 

6195. I think that Government accepted some of the reconomendations 
of the Townsend Committee in this regard and have made additions to the 
staff and reduced the number of societies entrusted to an auditor for audit 
in the course of the year. Would you describe that as co-ordination?— 
Though two \ear.s have elapsed since this has been done, we have yet to 
see any substantial result from this arrangement. 

6196. In regard to the work of propaganda, besides the work under¬ 
taken by central banks or unions, have you any non-official agency that 
has undertaken Go-operation as a life-work or as an important item- of 
its programme of work?—^I know of none outside the Movement, except 
the Servants of India Society. 

6197. You mean to say that other bodies do not take up such work?— I 
can recall none to my mind. 

6198. Mr. Bamdas Pantulu: What about the Young Men’s Christian 
Association?—They are doing rural reconstruction work. 

In doing that, they are doing some Co-operation propaganda. 

6199. Mr. Devadhar: For the purpose of the better working of co¬ 
operative societies and as a means of effecting economic improvement, 
would you attach, in any scheme of economic improvement, rural uplift 
work ?—Certainly. 

6200. Unless this takes place and the man’s siuroundings are improv¬ 
ed, it is no use putting more money into his pocket which will filter away 
and go to the liquor shop or in some other way?—A bold experiment in 
this line is being made in the Salem district by Dewan Bahadur Eama- 
bhandra Eao, and others are only waiting to follow his example. 

6201. May I therefore take it that it is your view that in order to bring 
the benefits which are attempted to be brought within the reach of the 
agriculturist or the farmer by means of oo-operative effort, it is necessary 
that attention should be directed in that direction with the help of co¬ 
operative institutions to improve his life, health and surroimdings, in fact 
all that which goes by the name of nural uplift?—^Yes. 

6202. You would certainly make that as one of the necessary directions 
in which co-operative work should be done?—Quite. 

6203. Mr. Bamdas Pantulu: When you ask fear facilities for the co¬ 
operative Moverar-nt, I take it that you are thinking not only of the 
present but of the future development of the Movement as well?—^Yes. 



6204. You are aware that in the Reserve Bank Bill which was intro¬ 
duced in the Assembly, there was a definite provision for 25 per cent of its 
resources being oar-marked for agricultural finance and you are also aware 
that the Provincial and the Central Co-operative. Banka have been brought 
within the purview of this provision?—Yes. 

6205. In putting forward your demands for credit facilities you had 
this provision in the Reserve Bank BUI in view?—That is so. 

6206. Chairman-. To be more precise in your statements, will you 
please give us figures for the 12 months ending 30th June 1930. Tliat 
terminal date would probably be a good date to take because thereafter 
you come to the season when your recoveries are greater than your ad¬ 
vances under the present conditions?—^Yes, we shall do so. 

6207. Could you also let us know the dates on which yoiur deposits 
(giving details of amount, etc.), with the Bengal Provincial Co-operative 
Bank falls due?—Yes. 

6208. Mr. Ramdas Pantulu: You are in the habit of preparing a re¬ 
source sheet every month, are you not?—^Yes. 

6209. That will contain all the information that you are now asked to 
produce?—Yes, it will. 

6210. We shall be obliged if you can therefore send us 12 monthly 
statements up to the month ending 80th June 1930?—^We shall do so. 

6211. Chairman: You will also kindly send us a calculated position of 
your fluid reserve as on the 30th June 1930?—Yes, we shall send that 
also. 
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TWENTIETH DAY. 
Thursdayj 18th September 1930. 


Present: 


Bit Bhupendra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. {Chairman.) 
Sir Porshotamdas Thakurdas, Kt.. C.I.E., M.B.E. (Vice-Chairman.) 


Mr. D. P. Khaitan. 

Mr. F. V. Bushforth. 
Mr. Manu Subedar. 

Sir Hugh Cocke, Kt. 

Dr. L. K. Hyder. 

Mr. V. Eamdas Pantulu. 


Mr. W. Lamond. 

Lai a Harkishen Lal. 

Mr. E. W. Buckley. 

Mr. Jadu Nath Eoy. 

Mr. Jamal Muhammad. 

Mr. Nalini Eanjan Sarkar. 


Mr. V. K. Aravamudha Ayanoar, M.A., C.I.E. (Secretary.) 

Mr. E. P. Masani, M.A, (Joint Secretary.) 

Messrs. Nalini Eanjan Ghose and Purnachandra Eoy, Eepresentatives 
of the Indian Tea Planters’ Association, Jalpaiguri, were examined. 


6212. Chairman: You gentlemen represent the Indian Tea Planters 
Association of Jalpaiguri? —^Yes. 

6213. Are you tea-planters yourselves.?—^Yes, we are directors of some of 
the Indian tea gardens, in the Jalpaiguri district, some in Assam and some 
tn Terai. 

6214. In the Jalpaiguri district can you tell us what percentage of the 
tea gardens are owned by Indians?—About 5 per cent, of the total acreage 
is owned by Indians though the number of gardens are comparatively 
larger. There are about 102 or 103 European gardens and there are 60 
Indian gardens. My real point is that the size of a European garden is 
sometimes more than 5 or 6 times the size of an Indian garden as far as 
acreage in concerned. 

6215. Can you say why Europeans own more acreage than Indians?— 
Firstly, because Europeans were the pioneers in the line, secondly they 
have largH capital at their command, and thirdly they were able to com¬ 
mand better facilities from Government, practically till the other day. 

6216. Sir Purshotamdas Thakurdas : What is it you mean by saying 
’till the other day’?—It is only for the last 5 years or so that Indians are 
getting facilities for purchasing lands for tea gardens, but till then Euro¬ 
peans had practically the sole monopoly in the matter. 

6217. When did the Europeans begin the tea-plantation work? I think 
it was about the year 1884 or 1885 and as far I could remember, it was in 
the year 1889 that the first Indian tea plantation was started. 

6218. Do you mean to say that even in 1889 Indians found it difficult 
to start tea gardens?—There were only very few gardens then. Indians 
began tea-plantation work on a regular scale only recently. 

6219. Dr. Hyder: What are the difficulties that you are thinking of? 
—Ordinarily, we cannot plant tea in our lands; there are restrictions 
which are laid dovm in the rules, vie., that the capital must be adequate 
and the supply of food crops must not be affected, etc. Even when all 
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these Qonditions could be fulfilled and we approached the Government 
it was almost invariably used to be refused in case of Indian applicants 
till recently as I stated before. In some cases conversion order was 
ultimately obtained with very great difficulty and expenditure. 

6220. The Indians and Europeans are in the same category so far as 
the fulfilment of the conditions in the lease is concerned. Ig that not 
so?—^Yes. 

6221. Do the Government state the reasons why the permission is 
not granted?—^They simply state that permission has been refused without 
assigning any reasons. They keep the reasons confidential. The usual 
procedure is this. You file an application after fulfilling the conditions 
to Government asking for permission. This application which \^1 have 
to be addressed to the Board of Eevenue is to be filed before the Deputy 
Commissioner who will pass it on to the Sub-Divisional Officer for 
enquiry. After getting report from the Sub-Divisional Officer, the Deputy 
Commissioner will send the application with his report to the Commis¬ 
sioner who in his turn with his report will send it to the Board. Atmost 
always the Deputy Commissioner and the Sub-Divisional Officer happen 
to be Europeans belonging to the I. C. S. and it is mostly on the report 
of these officers that the final decision of Government rests. These officers 
almost always viewed Indian applicants rather unsympathetically, 

6222. Chairman: But you say this state of aSairs has changed during 
the last 5 years?—Yes, when Mr. K. C. De and Mr. J. N. Gupta 
were members of the Board of Revenue, the policy of Government was 
changed through their kind efforts. Government issuing a circular that 
all facilities should be given for extension of tea cultivation—^that served 
our purpose. 

6223. And ever since that policy of Government has remained un¬ 
changed. Is that not so?—Yes. 

6224. Could you tell us whether there is any publication giving a short 
history of these tea gardens?—I am not quite aware, but shall try to send 
you all available literature on the subject for the benefit of the Committee. 

6225. Sir Purshotamdaa Thakurdae -. Jalpaiguri is in Bengal and am I 
to understand that your experience is restricted to your Association in the 
district?—The members of our Association have also got their gardens in 
Assam, Darjeeling and other places as well besides Jalpaiguri. 

6226. What is your experience of the working of the tea gardens in 
Assam ?—So far as the financial position is concerned, the position in Bengal 
and Assam is the same in regard to Indian tea-conoems. 

6227. Can you say that for certain without any possibility of doubt ?—^Yes. 

6228. Mr. Rushforih: Is your Association consulted in any way on an 
application to start a new garden?—^Yes, invariably the Deputy Commis¬ 
sioner consults us to ascertain what our views are. 

6229. Sir Purshotamdaa Thakurdas: When was your Association 
formed ?—Our Association has been in existence only for the last 14 years. 
Originally om Association was not recognised, but we are generally consulted 
for the last 10 years. 

6280. Sir Hugh Cocke: Could you give us any instance where a 
particular site of land which was refused to an Indian was later on given 
to a European applicant?—^Yes, I am quoting a particular instance m 
this regard. The president of our Association and several others including 
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the necessary capital and having met the other requirements. The 
Deputy Commissioner summarily rejected our applibation. The Com¬ 
missioner however sent our application back to the Deputy Conunissioner 
for proper enquiry. The Deputy Commiasioner on this occasion probably 
acting on the report of the sub-divisional officer and on the opposition of a 
European concern again refused, the Commissioner also refused and 
ultimately the Board also refused. Subsequently some portion \)f the 
same land, without anj’ enquiry and objection was allowed tc bo pur¬ 
chased by the European Tea concern.- We made our complaint to Mr. 
K. C. Do, when he came to Jalpaiguri and it was some time after this 
that the Government changed its policy in regard to this matter. 

6231. Mr. Manu Subcdar: And then ultimately did you get the sam« 
lands for which you asked?—No, the remaining portion which was not given 
to the European concern together with some other lands was given 
to us. 

6232. Can you suggest that the European planter applied for the land 
on the basis of the information which was contained in your application?— 
We cannot say that, but they certainly did not want us to open a tea 
garden in the neighbourhood. 

6233.. Mr. Buckley : Government does not make a difference between 
purchasing and leasing. Does it?—They do not, but we generally purchase 
the land now-a-days. 

6234. Mr. Khaitan: Government gives only permission to cultivate tes 
on that land?—^That is so. 

6235. Sir Purshotamdas Thakurdas: How many years later did that 
European group secure the land which was refused to you?—should 
think they got in possession within 3 or 4 months after the refusal of 
our application. 

6236. You said you applied again?—^Yes, when the policy of the Govern- 
ment changed. 

6237. Chairman : What you say is in reference to the Jalpaiguri District 
and not to Assam?—That is so. 

6238. Mr. Sarkar: Do you ascribe that decision of the Government tc 
change of policy or was it only due to the sympathetic attitude taken up 
'by two Indians Mr. De and Mr. Gupta?—Of course these gentlemen wen^ 
instrumental in bringing about that change of policy on the part of the 
Government and a circular to that effect was issued probably on their 
recommendation. 

6239. Mr. Manu Suhedar: Were there any protests against that order 
of Government?—Certainly there were many, by the Europeans. 

6240. Sir Purshotamdas Thakurdas: There is a Tea Association or 
Board there in your place. Is it not?—Yes, two of our members are on 
that Board. 

6241. WHiat is the total number of members on that Committee7- 
Perhaps it is 10 or 12. I am not quite sure. 

6242. Of which two are Indians?—^Yes. 

6243. Have you any division of interests between Indian and.European7 
—Generally, the interests are common. 

6244. Chairman: Generally the questions considered are recruitment of 
labour and things of that sort. Is that so?—Yes, including popularising cf 
tea, etc. 
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6246. Sir Purahotamda$ Thaliurdat : Regarding the reoruitznent of labour 
have you any difficulties?—^No. 

6246. Barring the trouble at the start and the financial difficulties, there 
is no other differentiation between an Indian and a European?—^No. 

ffil47. Chairman : You said that OoTemment did not give any reason 
applications were refused in previous years. Have you found that the 
reason was mainly insufficiency of capital?—^In our case, all the circum¬ 
stances were in our favour. The only objection that was laid against .u* 
was that a few of the proprietors of the land were not willing to sell 
their lands to us. Of course we could have met that objection if we 
had been told about it and then -^here was an additional plea that though 
tlxe land was not fit for paddy cultivation, vegetables were beiug grown 
there and so on. Our complaint is that those objections were not raised 
when the land was later on sold to a neighbouring European concern. 
As a matter of fact those objections were not at all even considered. 
That is our grievance. 

6248. Generally speaking is It within your knowledge whether the misin 
reason or one of the reasons for refusing permission to the Indian concerns 
was based on insufficiency of capital?—^I know that in one or two instances 
the report was that it was want of sufficient capital that stood in ^ 
way of granting permission, but generally speaking that is not the reason 
for which permission is refused. 

6249. I am mentioning this to you as this point has been, brought out 
in the Bengal Committee Report?—^It is true that the Bengal Committee 
refers to this, but not in connection with the matter of conversion. 

62.60. Sir Purshotamdas ThaJnirdaa: Can we get anywhere the total 
capital, acreage, out-turn and other details with regard to the European 
gardens as a whole as also those of Indian tea gardens?—We have got a 
printed statement giving such details in regard to members of our Associa¬ 
tion, but we cannot give you such details with regard to the European tea 
concerns. 

6251. Have you got a copy of that statement of your Association with 
you now?—Yes, here it is (hands a copy of the printed statement). 

6252. This statement deals only with the Jalpaiguri tea concerns under 
Indian management, is it?—No, it refers to all Indian tea garden imder 
the .Tolpaiguri management includine all those who have their head offices 
in Jalpaiguri but have gardens in Jalpaiguri as well as in other places 
like Darjeeling or Assam. 

6253. Mr. Khaitan: How many Assam gardens are included here in 
this list?—About half a dozen. 

6254. Chairman: Then these gardens in Assam that have been included 
in this list are those who have their head offices at Jalpaiguri?—^Ycs. 
Some of them have only their head offices here, they have their tea 
gardens only in Assam. 

6256. Mr. Rushforth: Are those companies quoted in the list of stock- 
exchange in Calcutta?—No, they are not. 

6256. Mr. Buckley: Nagar Hill Company is there?—No, it is not an 
Indian company. Only there is the Gopalptir Company. 

Tol. Ill 2 I 
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6357. Chairman: I have been trying to find out whether all those oona- 
{Mtties'al'e hh the list of Calcutta fitook exchange, but I do not find them 
there. 

6256. Mr. Manu Suhedar: Are there any companies owned by Indians 
but managed by Englishmen ?—There is only one under the direct manage¬ 
ment of Martin & Company. But Martin & Company are the Managing 
jigents of 17: tea gardens and they have nothing to do with the. 4tLtemcd 
management. 

6259. Mr. Khaitan: There are two other companies of the Maharaja of 

Dtobhanga and the Maharaja of Baroda. They ■ are managed by 'Engitsh- 
men ?—I do not know. . 

6260. Mr. Manu Subcdar: There is a company called Bose & Ooim- 
pany?-—No, that must be a Bengali firm. 

“6261. Chairman: May I call your attention to paragraphs 208—^210 of 
the.Bengal Committee’s Eeport. In paragraphs 209 and 210 the committee 
state that tea gardens owned by companies registered in Englanch-have 
in most cases been started with adequate capital raised from shares ■ and 
debentures, and that the share capital of joint stock companies and the 
invested capital of the {.roprietors of Indian owned gardens are insufiScient 
for all the financial needs of those gardens. Could you tell the committee 
irhether you agree with this summary of the position? If you refer to 
ImiUgraph 209 you will find mentioned: “Among the gardens, those oWned 
t»y companies registered in England experience no difficulty with regard to 
finance as they had been started in most cases with adequate capital raised 
from shares both preference and ordinary. A few of them have in addition 
nsned debentures. Practically all of them have the further advantage of 
tbtaining easy accommodation from many non-Indian joint stock banks, 
whenever necessary.” This is about Bengal. As regards Assam tea 
gardens. I would refer you to the reply of Eai Bahadur Nagendra Nath 
'Choudhury to a question to the effect; "All Indian tea gardens did not 
tHart hdth sufficient capital?”—And his reply was “that is the case only as 
iisgaidS'the mushroom companies tvhich came into existence during the last 
10 or 12 years; they are started by men who are simply out to make a 
living and who left college getting tired of their educational life and who 
started on their venture without any sort of business training, 'They cer¬ 
tainly did not start with adequate • capital. They started with a few 
thousand rupees in hand, sending out canvassers, telling people about 
future prospects and so on. I do not believe in these companies. I mean 
oinly those who have really put in their capital ahd I am speaking on their 
behalf ”. Have you to make any observations in regard to these Opinions? 
-:^As regards the first question the committee has practically reported 
that for Indian companies it is most difficult to obtain capital from non- 
Indian joint stock companies. As regards Roy Bahadur’s statement, I am 
not in possession of any such information. 

6262. Are you talking about the'Indian firms?—^No. 

6268. I am now talking about the Indian concerns. They say that the 
proprietors of the Indian owned tea gardens do not get capital. Is it 
eorrect?->-Yes,' they do not get enough capital. 

"0264. Therefore, you also admit the correctness of what they say?—Yes. 
Bo far as that goes. 

6265. Now, as regards Assam is it also correct?—^No. I am only talking 
about Jalpaiguri. 

6266. Whatever you said upto now is only about Jalpaiguri?—^Yes. In 
Assam I khow only of a few gardens owned by tA ssamese. 
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6267. Therefore what you say iQ'5^ur memorandum about Indian owned 
^^||A_^rden«| in Aaaam eppiies to galena which have the. head offices in 

6268. If the share capital and , invested capital of the Indian ownM 
gardeh6 are insufficient, would you tell the committee whethei^, the 
mumcc for non-requirring purposes should not be obtained from hirther 

of share capital or debentures instead of being obtained by loans 
fiurh Loan Offices, money lenders or marwari bankers as described'?lh 
paragraph 211 of the Bengal Committee’s Eeport?—^I shall first ^tjty*'to 
ipve a short history of this tea industry which may make the positjcn 
•clear. In former years as I told you in the beginning, we had plot 'to 
purchase lands. The whole of the district of Jalpsdguri was full, of jungles. 
In thote jears there were many good plots of land available for. settle¬ 
ment where we could start tea gardens. Therefore there wm no necessity 
of initial e^enditure for purchasing tea. lands. Generally the companies 
wore started with a small capital of Rs. 50,000 or a lakh. At th.'it' 
time the cost of production was also very small. Afterwards if a’ certain 
amtjunt was needed, the help -wag generally given by the local BftClc, 
the Jalpaiguri Banking and Trading Corporation. After four or fiva.'yem 
those companies could meet the current expenses from the outturn pt tht 
gardens. But now the cost of production is more and we have also to 
purchase lands. We do not how start companies with a capital of 
Rs! 50,000 or a lakli. We now start a company generally with a capital 
if three lalshs and there are realised another three lakhs by way bf 
adniission fees. So we get something like six lakhs for th3 initial 
petiditurc. Our experience is that we cannot get more money by sale 
of shares. Tea Industry is the best industry that would prosper in 
J^paiguri, jaut we cannot get the entire capital required. In '{ctc^ third 
and the fourth year of our starting a garden we want Rs. H lakhs more 
for factory, machinery, 'etc. If we get this money by loan wh o,an,.v6ry 
•Well hope that the garden will flourish in ten years or even earlier,, aud 
all the debts wiil be paid off during that period. After that the cbmpahy 
will be' able to pay a fair di'vidend. 

6269. Dr. Hyder : You require an additioiial capital of Rs. lakhs lor 

machinery?—Yes. ^ 

6270. Chairman: Is it not possible to get this additional sum of Rs.,1^ 
lakhs at the outset by way of shares?—^I have already stated that it is im¬ 
possible to get a larger amount by way of shares. 

6271. I will just read out to you the evidence given by Mr. A. F. 
Rahman before the Bengal provincial committee. He says : "There is such 
a keen demand for tea shares (especially of a garden ' in the Jalpaiguri 
-district) that the share capital could be subscribed 2^ or 3 times over. “ ' If 
this is correct, I think there will be no difficulty to raise twice the capital? 
—There should be one modification to' this statement. Mr. Rahman's 
statement is correct as far as the position five years ago is oonoernedi,' %nd 
the demand is keen only when the capital is fixed low. 

6272. But he does not state so?—^It was in the boom time,' and 'he 
must have meant that. 


6273. He does not say so. This statement has been very recently made. 

I fjWnk about eight months ago. ?—Mr. Rahman has come to Jalpaiguri only* 
about seven or eight years ago. At that time there was boom time and 
the position wds such as is mentioned by him. , The reason is that they 
could sj^art ft company with « capital, of- three lAkhs and there was that 
Veen.^om<lQd.^ Rut, now it pftnnbt be donp like that. 


2t2 




676 


6274. But Mr. Eahman does not say so?—Then I would modify bis 

statement. . , . .v i 

6275. You say that the company begins with a capital of three laKOa 

it wants further Ks. 1^ lakhs for machinery, etc.? ^Yes. 

6276. Could you not get Es. 4^ lakhs?—^No, as I have said we cannot 
get a larger amount by issue of shares. People fight shy of companies 
with a larger capital. 

6277. Mr. Khaitan: Was Mr. Eahman a Professor of Dacca and 
Aligarh Universities?—^Yee. 

6278. Chairman: May I know for how many years Mr. Eahman has 
been in the. tea gardening business?—For about six or seven years. 

6279. But he is still in this industry?—Yes. 

6280. Therefore, the fact that he was a Professor would not afiect the 
statement that he makes as a leading tea planter?—No. Mr.^ Eahman 
■commenced the business of tea garden first as a proprietor. Now, he is 
a director of one company and recently he has been appointed a director 
of another company. 

6261. Dr. Hyder: His family has long been connected with this busines|8. 

6282. Mr. Manu Suhedar: You say that Es. 3 lakhs are required by way 
of shares and another Es. 3 lakhs as admission fees. If you mention th;8 
large amount and even if you show that the people will get dividend on the 
shares, they would not be willing to purchase them?—No. Big capital 
companies do not attract people of Jalpaiguri. 

6283. Are you in a position to give the whole garden as a security against 

the loan?—Yes. , 

6284. In spite of this security you could not get funds?—-No, we can t. 

6285. You say for the machinery you require only Es. IJ lakhs. Will 
it be uneconomical to raise this sum at the outset?—Yes. 

6286. Chairman: You say that to raise a small capital at the outset 
will be uneconomical. But I have a note here by Mr. Joges Chandra 
Chose who says that it is possible to raise capital by instalments?—People 
will fight shy to purchase shares, of a company with a larger capital as 
I have said. 

6287. Mr. Manu Subedar : The attraction to the people is to yield a 
large dividend?—Yes. 

6288. Mr. Sarhar: Can you give us an instance where a company was 
floated with a small capital and with financial facilities given to them, they 
were able to repay their debts ?—I can give you half a dozen such instances 
hut at present I'may give you one instance. A company named Sarda Tea 
Company Limited was started with a capital of Es. 3 lakhs. Even the 
whole of this capital was not c.alled. Afterwards there was difficulty 
during the war slump and another loan of Es. 3 lakhs was raised; after 
some time it was necessary to raise a further loan of Es. 1 lakh. All this 
loan was repaid and the company began to give more than 100 per cent, 
dividend. 


6289. Chairman: I have got here a note by Mr. Tarini Prosad Eoy. 
He does not refer to this aspect but he refers to the working capital. He 
says; “The Directors of such gardens have to borrow either on their per¬ 
sonal security or on the mortgage of the gardens.’’ When you say that 
the gardens offer even more than 100 per cent, dividend and if there is this 
attraction, whv could you not raise capital by this method?—These well- 
developed gardens are not generally in need of funds by way^ of block.^ 
I am simply referring to the undeveloped gardens and I think '.Parinf 
Babu is referring to those well-developed gardens. 
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(120G. Chairman : If the tea gardens are not in a position to decora anjr 
dividend for a series of years, would any cautious banker finance 8U|sh 
gardens ?—Certainly, the value of each tea garden would be several lakhSr 
A'garden with 5,000 plants in it is considered to be a very valuable garden 
and can easily expect a loan of Bs. 60,000. 

6291. That will be a question of ojiinion. 

6202. Mr. Jamal Muhammad: If the gardens could get this finance for 
running expenses, they would be able to declare dividends?—^Yes, they 
will; there can be no apprehension in the mind of any tea planter as to 
that. Now because gardens are increasing in numbers and the resources’ 
of the local banks are limited, we have to go to the Calcutta banks and 
have to pay such high rates at 12, 14 or sometimes even 15 per cent. 

C293. Chairman: If the security were really ns good as you believe it is, 
would not other people or shareholders themselves produce the additional 
finance required?—The shareholders are all poor middle class people. Some 
of the directors are of course rich and substantial meu and they do contri¬ 
bute as much ns they can. 

6294. Mr. Manu Subedar: If the loan was not forthcoming you think 
the gardens would be ruined?—Absolutely. 

6295. Could you just describe to us the ruin of a tea garden?—In fonner 
years there have been difiicultios about borrowing money even at very 
high rates and the dividend had, as a result to be postponed for 3 or 4 
years. If no money can be had the garden goes. 

6296. Assuming there is a factory which is unable to raise the necessary 
finance; it has got to sell out and I want to know thu value at which these 
gardens are sold out, since that will enable us to ascertain the value of the 
security at a khook-down value?—^We know of instances where gardens 
were ruined because r.hey could not find even 25 or 30 thousand rupees and 
were sold out at the instance of the creditors. The Bekantpur tea garden 
was sold out for 8 or 10 thousand whereas the real value of the property 
was something like 5 lakhs. 

6297. So it entails very heavy loss if timely assistance is not forth¬ 
coming.—^Tes. 

6298. Dr Hyder: So you get back just the value of the land?—Some¬ 
times not even that. 

6299. Chairman: That shows that the security to the bank would not be 
wholly satisfactory?—! do not agree to tliaT. A living tea garden is a very 
good security. 

6300. Sir Hugh Cocke: You said that if the particular tea garden to 
which you have referred had about Bs. 25,000 or Bs. 30,000 at most it could 
have been brought on tc the dividend-earning stage?—At the time that it 
was started they did not think that it would require any help or they 
would not get such help. 

6301. Chairman : Let me draw your attention to a passage which occurs 
on page 120 of the Bengal Committee’s report: “The minimtnn size of s 
garden on a commercial scale is five hundred acres for which the initifd 
outlay is estimated at lakhs of rupees, including a lakh for the purchase 
of machinery and another lakh for securing the land ’’?—That statement 
fs roughly correct. 

6302. And therefore when you swd the initial capital ,^nted,^v|ra8: 
lakhs I naturally assumed that yoii wkw'pv^ng figures of a cbuoera which 
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it wouia be poesijjie. tp run on a commercial bwia. 

subaoribed jly shares, as the initial capital and your subsequent dem 
was between 1 and lakhs?—do not differ,fajan that finding- What 1 

have stated is exactly the same. I SMd that S lakhs will be raised.by share 
capital, and another 0 lakhs by way of admission fees and I wanted another 
li lakhs for building up a factory, etc. 

63»i3. Sir Purthotamdat Thakurdas: How do you raise this lakhs?— 
For this I must go to the financier. Formerly we did get the finance and* 
as a result the old tea gardens are flourishing Now we do not get those 
facilities; hence the diffioiilty. 

6304. Afr. Khaitan: Is the admission fee a charge on the garden-’—It 
is an unsecured loan to be repaid to the shareholders when the garden i» 
able to declare dividends. 

6^08. Without interest?—Yes, without interest, 

6306. The whole garden on which there haji been an outlay of nearly 

6 lakhs is the security which can be offered for this lakhs?—Yes. 

6307. Chairman: If you try to raise the balance of lakhs either by 
shears or by increasing the admission fees, there is no chance of your getting 
the capital?—No. 

6308. As regards current requirements or other annual recurring expen¬ 
ses, the Comnuttee say no serious attempts are made for building substan* 
tlal resources when such high dividends as 60 tc 160 per cent, are paid ^nd 
that if the dividends be limited to say 15 per cent, for a few years and the, 
rest of the profits carried to Eeserve, most of the gardens will be able to. 
accumulate a sufficient Eeserve Fund for meeting these expenses. Co^ 
you kindly tell the Committee what dividends were paid by the Indian 
concerns during the last ten years ?—As regards the dividend, I have given 
the figures in the sheet in your hand, which gives figures not only for the 
last 10 years but for 15 years. So far as these gardens are concerned, they 
are not in difficulty regarding finances; some of them have even built 
up reserves. We are only speaking of tea companies which do not declare 
dividends. 

6309. The Bengal Eeport says, ‘‘Two companies at Jalpaiguri have buiH 
up such substantial reserves that they are now able to meet their current 
requirements without jmy extraneous help; but all others have to take loans 
for meeting their recurring expenses of cultivation and manufacture”?— 
Thfit is true. As regards the other tea comj^anies, they do not experience 
any difficulty about finance; I mean the companies which have built up 
reserves and are paying out high dividends do not experience any difficulty 
with regard to finance for meeting their running expenses. 

, 6310, Previously these companies used to get finance from local bankpj 
. ynH after they had built up reserves, they should not have gone to thosp 
banks so that the barks could satisfy other concerns which needed 
•fix^anoe?—That is true. All these companies do not approach the banks; 
they go to the brokers who have the attraction of selling tea produced ia 
the gardens. 

d(j,,ne$ .wWeh 

yet started producing tea?—^Very seldoni. 



6812. Mr. Sarkar: I believe that the tea gardens in whitb. yea 
interested may be classified as follows:— 

(a) Those that are not yet developed and have been operated for two 

or three years and ^^quire fresh capital for block aspenses for 
development inpludwg, putting, up, a factory, machinery, et<v, 
up to the stage of crop production.. 

(b) . These, that produce oropa bpi not enough to meet .currei^ o^yesr- 

aesj They therefore, require funds,foe shorter terms for eanyh 
ing ouithe work, until the crops will enable them to repi^, t)ie> 
Iqansiand.declaro dividends. 

(c) Those that are fully developed and.pay dividends. lOiey.mayjMl''-. 

have built up enough reserve to take care of current reqmrS' • 
monts and require short term funds for current expenses. 
They may also require block capital for extension. 

Is that not so?—^Yes. For the third class I am not very anxious I'ana 
anxious for the second class and for block capital for the first. 

Chairman.: In. paragr^h 212 of the Beport, the Bengal( Ccmi 
mittee say that the Imperial Bank is debarred by the Act . of . 1920^ 
making any advances against block and that its loans to the gardens 
therefore take the form of advanoes ogainct personal ^icrantee of . the 
broker with the hypothecation of crop as collateral security and that t^ 
bank charges 7 per cent, interest and that the brokers charge 1 per cent, 
on the gross sale proceeds including brckerogc aud ether expenses in con* 
nectioni with the sale. Would you kindly tall the Committee whetiw:, ywr* 
consider that the broker’s charge of 1 per cent, is reasonable or not?/-T3V^ 
bvobsn’s charge of 1 per cent, is theoretioallv reasonable, but the statemei^ 
is not oorrect. The brokers get 1 per cent, on sale of tea and an sidditionslv 
one per cent, for standing as a guarantor. 

6314. Mr. Manu Subedar : Does the Imperial Bank give money on the,, 
broker’s guarantee 1 —Yes. 

8816. And your difBculty is that except in tha case of concerns whiolf ajnp- 
producing tea in sufliciently large quantities, the broker takes no interest 
aod therefore he does rot stand as a guarantor?—^No, except in exceptinnv 
circumstances. 

6816. Mr. Jamal Mfihammad: Do you mean to say that without the 
guarantee of the broker, the Imperial Bank would not give a loan?—No, 
unless it is through three or four European firms or managing agents,. 
Even in the case of Jalpaiguri Bank which is a prosperous concern, the 
Imperial Bank would not advance even on their own guarantee; then the 
Chairman of the Indian Tea-planters’ Associaticu. who is a very substantfsi 
person offered to give his signature; but the Imperial Bank would nc^ 
accept the guarantee. 

6817. Dr. Hyder: The Bengal Committee in their evidence base 
recorded this: Question—What class of persons are accepted as guarantora? 
Are only the tea broking firms in Calcutta, e.g., Messrs. Crosswell and Co. 
accepted as guarantors? Is the Bank prep.sred to .accept the guarantee of 
reputed Indian banking firms interested m the tea industry {e.g., Jalpai- 
guri Banking and Trading Co. Ltd.) or of respectable Indian Managinjf 
Agents? “Answer.—The Bank does not confine its acceptance of guarao- 
tort to any class of person or firm, the Bank being guided purely by thp 
Bieani aha standing of the person or firm proposed as guarantor.” 
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6818 . Now do you aooept that?—^It must appear to you that the Bank 
4>aa evaded the questicHi. 

6S19. Dt. Hyder: How? 

6320 Mr. Khaitan: Supposing a person has got 6 or 7 tea gardens. T« 
it a fact that the broker insists that he should be appointed the sole broker 
of all the 6 or 7 gardens before he would stand guarantor in respect of loans 
to be given for one tea garden?—^When the broker has agreed to be satis¬ 
fied with one per cent, of brokerage, he has, as a matter of fact, taken into 
consideration the fact that he is getting the ether tea gardens as well. 
That is the inducement for which he is prepared to stand as guarantor in 
respect of the money advanced on one tea garden. 

6821. Mr. Khaitan: That is to say, whether he makes it a part of his 
agreement or not, he sees to it that he gets the sola brokerage of all the six 
or seven tea gardens before he stands guarantor for one tea garden ?—^Tbat 
is true. 

6322. In that event, the amount of commission that he actually gets is 
much more than 1 per cent, of the gross receipts?—^Yes. 

6323. You said that the Imperial Bank does not accept the guarantee of 
•any Indian; am I right in saying that in son'C cases Mr. Tarini ProsEid Boy 
-was prepared to be guarantor?—^That is true. 

6324. What was the amount of finance required for the tea garden for 
■which he was prepared to stand guarantor?—Any particular tea garden was 
■not mentioned, but along with the Jalpaiguri Banking and Trading Corpora- 
*tion, he offered to stand as guarantor to the Imperial Bank. Only very 
prosperous tea gardens were wanting finance and they perhaps wanted about 
4 to 5 lakhs. 

6325. The security for that would be the Jalpaiguri Banking and Trading 
'Corporation and Mr.,Tarini Prosad Boy. Could you say if all four Euro¬ 
pean brokers, whose guarantees alone ■were acceptable by the Imperial 
Bank, are of the same standing as Mr. T. P. Boy?—I do not know thsdi 
exactly. 


« .*» • 

oaiSH. Y,';u are putting forward this evidence not so much by way of 
complaint against the Imperial Bank, but you are trying to make out a 
case that some banks should be brought into existence, so that on occasions 
like this you could on reasonable rates get financial assistance in order that 
the tea gardens may be properly developed and placed on a sound working 
basis?—Our problems would be solved if such a bank comes into existence. 
Up to this time neither the Jalpaiguri Bonking and Trading Corporation nor 
anj other moneylender who has advanced money to this tea garden has ever 
repented ha'ving done so. 

6829. Chairman: You know that Mr. T. P. Boy put in a written sEate- 
ment before the Bengal Provincial Banking Enquiry Committee and in it 
he does not mention this instance. He does not make any complaint that 
<«i a particular occasion the Imperial Bank refused to grant a loan to a t*a. 
oompsny, though he himself offered to stand as guarantor?—-I can only 



681 


that it is within the personal knowledge of my colleague (Mr. Puma 
Chandra Hoy) that Mr. T. P. Eoy was not in Jalpaiguri, but was 6tayin|[ 
ih Calcutta when somebody went to his residence, put certain questioiis 
to him and he gave answers to them. Because he has not mentioned 
this matter in his statement, it does net mean that it is not true. It is 
absolutely true. 

6330. I am not disputing the truth of the statement. My point was 
that if Mr. T. P. Eoy, who is the individual concerned in the matter, had 
mentioned this in his statement, it would have been investigated by the 
Bengal Committee when they were examining the Imperial Bank?—I 
believe he has stated something about the Jalpaiguri Banking and Trading 
Corporation. 

6331. That is another matter. If he had stated that on a particular 
occasion he himself wanted to stand guarantee and that the Imperial Bank 
would not advance money on his guarantee, the position could have beeq 
investigated by the Bengal Committee?—I do not know what was in his 
mind, perhaps he did not like to bring in his name. 

0332. Mr. Khaitan: Perhaps he was modest and did not like to say that 
he was a rich man and all that. 

6333. Mr. Sarkar: In his note on Tea finance, Mr. Tarini Prasad Boy 
has said that if the Imperial Bank could advance money not only on the 
personal security of the directors but -'in the hypothecation of the annual 
tea crop without tiie guarantee of a broker, there would have been addi' 
tional facility to the Indian tea gardens. 

*)®34. Chairman: The point made by the Imperial Bank was that “the 
Bank does not confine its acceptance of guarantors to any class of person 
or firm, the Bank being guided purely by the means and standing of the 
person or firm proposed as guarantor.” There are two points before W 
firstly that the Bank did not advance money on the guarantee of the Jalpai¬ 
guri Banking and Trading Corporation. This point does not seem to have 
been admitted. Is Mr. Eahman connected with the Jalpaiguri Banking and 
Trading Corporation?—No, he may be a shareholder. 

6335. When the question was put to bin whether it was a fact that the 
Imperial Bank refused to accommodate even on the guarantee on the Jalpai¬ 
guri Bankitig and I'rading Corporation, he replied he did not know. An¬ 
other gentleman, Mr. Jai Gobinda Quha, late Manager of the Corporation, 
does not refer to any specific case where the accommodation was refuae4 
by the Imperial Bank?—The difficulty is that Mr. Guha has lost touch with 
the Corporation for several years. 

6336. He does not say when the connection ceased?—^His connection 
eeaaed more than 10 years ago. 

6337. Without giving specific cases, is it within your knowledge that 
you approached the Imperial Bank for accommodation and that accommj^ 
dation was refused ?—(Mr. Puma Chandra Eoy) I myself approached the 
Imperial Bank with the proposition that the tea garden would hypothecate 
its <cropB to the Bank and that the Jalpaigun Banking and Trading Corpo¬ 
ration and men like Mr. Tarini Prosad Eoy would stand guarantee. Their 
only reply was that they would only advance on the hypothecation guaran¬ 
teed by some European broker. 

6338. Would it be too much to ask you to send us a copy of the corree- 
pondenoe?—^It was done veibally.- 



iVS&p. sir'TW^fiPtO’^^o^/Thikurdai i. Sti»w^ maity yaan’ bac^ ^a tliia?«M, 
In.'me"9^6urBe bf the last four or five years; the last time I approached wa» 
about 9 years ago. 

6840’.' Mr,' Mahu SubeSar ': I find'that the loans of the Jalpaiguri Banlt- 
ing and Trading Corporation amount to about 41 lakhs of rupees. I hbard 
a'remaTk frorfi Mr. Ghose'that the tea business iii Jalpaiguri has advanced 
Bo mueh that the local bank can no longer come to their assistance in this 
vrhy of loans'; machinery and so'on and that the demtind is greater ‘tha» 
calf be supplied by this one institution. Could you tell us the reasofi 
otiibr- ihatitutroh^ havo not come' into existence ?—Thtere are smaller in(M 
titutions which have actually come into existence, but it is difficult to gb# 
^epoeits. Though the amount of business in the Jalpaiguri Corporation 
hcM uKjreased to a great extent, we have not got any banks to help us. 

634il Th'i'Corporation has been giving very fat dividends?—^It is a fixed 
p^rc'entige of 5b per cent. 

6342. I do not ihink the Imperial Bank or the Chartered Bank has ever 
given 50 per cent. I do not see why you yourselves should not raise mord 
capital and increase your operations?—Oui capital is a small amount, it is 
Es. 60.000. 

6843. Your operations run into 60 to 60 lakhs of rupees, and therefore 
yc4i are naturally able to declare such high dividends. You have reached 
a maximum limit on your deposits^ Can yOu' not get more deijosits?-^ 
'What is the difficulty about attracting more deposits?—Deposits depend 
on the tea market. 

684d. 'Wh'at' class of deposits have you largely?—We have deposits fronr 
Jalpaiguri people, from outside people, from Government official's. 

0345. Sir Hugh Cocke: lA^bat rates do you pay on deposits?—6 and 7 
per cent. 

6846. What is your long term 1 —Two years at the maximum. 

Mr] Khditan: You said that the share capital of the Jalpaiguri bank is' 
Bs. 60,000. Could you tell us the present reserve fund of the bank?—9 tb 
Ib'lakhs. 

0^7. ChaiiMiaii: statemeiit which' Cras supplied by your bank in 

I9!2b, based on fhe balance sheet of 1928, shows the reserve fund 
Approximately 4}' lakhs. Between 1928 and the present time, has the 
reserve fund been increaised from 4J to 10 lakhs?—No answer. 

63^. Mr. Manu Subedar: Under different names you have accumulafc 
ed reserves amounting in all to 10 lakhs?—Yes. 

6349. Chairman: I cannot see where the balance of 10 lakhs would 
come in. Save you a balance sheet of the Jalpaiguri bank?^—^No. 

6350. Would you kii:dly send us a copy of the bast balance sheet?—^Yes-^ 

6851. Mr. Khaiian: When it is said that you give a div'dend of 50k pat 

bent, on the share capital and accumulated reserves, your dmdend only 
blttWes to about 2^ per cent.?—^Yes, by a resolution we cannot raise thirii 
dividend. 

8862'. ■ Bit' Purshotamdas Thakurdai: For how many years have you 
been declaring 50 per cent, dividend?—4 ot 5 yenni. 
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hoW in«i^ Chtf'IjaA been in Baiifcex4i»?—4ft 

yeM<K 1 

ii^^.^Mr. Manii Subedar: Your'loans are' Jargteiy given to thef tea 
trade'/—That ie so. 

6855. You are practiosUy a trade bank and the bank Owes its tedatono* 
to the tea industry and the industry in ite turn owes its existenoe to tMt 
bank?—Yes, and the Jalpaiguri Banking and Trading Corporation has never 
repenlfed advancing mobey to the ihdtiktry.' H I iniiy be allbwid to men* 
tidii''lt, ;'6ir Kajendta'Nath' Mobkerji 'also advanced our coiiipaWe‘6 abdif^^ 
40 lakhs at a time when fimds were needed and he has got back'hia entire 
amount plus a very large amount of profit. 

6356. So that the security against ^hich such advances are being'nhadv 
is not so inadequate ?—think it is absolutieiv adequate and that amoitnt 
was given in a very bad year of the industry and it saved the tea com¬ 
panies. 

6357. Thn .Talpaiguri branch of the Imperial Bank lends out only pn 
security of the broker against the' crop. Its operations are largely eP» 
mercial operations, i.e., as soon as the guarantee note is put in, it makes flft 
adi^anbe. It does not go into assessing th(S"<real value of tea gardens?—* 
That is 'BO. 

6358. ' Mr. Jdnidl Muhdmined Could you tell us the amount of dejjStitrhf 
wlfifch the Jalpaiguri Corporation has on an average?—^About 66 lakhs bf 
rupees. 

6359. Is practically the whole of It used in financing tea gardens?—^Not 
the whole of it. 

6860. If you are short of funds and reijuire more money, and you‘are 
making 50 per .cent, dividend, why do you not increase the deposit rate 
attract more capital ?—The feeling is that if a bank increases thp rAtS ol 
its deposit, that brings doWn its prestige to a certain extent. 

6861. Sir H'uigk Cocke : Have your deposits been largely affected by 
Government loans or postal cash certificates at 6 per cent. ?—^Not appreci¬ 
ably, 

63^2. Mr. Jamal Muhammed: Is it usual for brokers who stand guaran¬ 
tee to insist that in case they give the guarantee the s'ales should take place 
through Bonie selling agents?—That is a condition. 

. 6363. Chairman: My next question is: In paragraph 213 of 

E^portj the Bengal Committee say that' 18 Indian gardens in Jalpadgi® 

are finakced by Jlessrs. Martin and Co., who charge a commission of 2J pel 

cent, on the gross sale proceeds and interest varying from 8 to 9 per cekt^ 

on the annual advances. Seeing that the rates' charged by the Imperfal 

Bank of India through a broker are mote favourable than those charged by 

Messrs. Martin and Co., could you tell the Committee whether these Bufisa 

gardens experience any difficulty in obtaining their finance from the Impel 

rial Bank? If so, could you explain what the difficulty is due to?” You 

hgye already answered the question. The difficulty is in your approaching^ 

the particular l.roker and it arises in the case of those tea gardens which 

are not yet producing tea in sufficient quantities. Is that correct?—^Yes. 

'' ' ' * *! ■ ... 

6364. Have you anything to add to it?—Most ,of the 18 gardeng 
established gardens and they actually got assistance from Martin and Co., 
in the bad years of tea trade. So Sir 11 N. Mookerji became the agent 
of these gardens at that time, and has continued since then. 
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6865. Mr, Khaitanx How much does this 2^ per cent, commission on 
•iki gsoB 9 Bfdis prQpepds amount to on the amonpt adyaccedl—Sometimes 
it comes to 5 per cent., sometimes even more, and sometimes 7^ per cent. 

6366. If a particular tea garden borrowed 2 Itddis of rupees; the gross 
*ale proceeds will amount to six lakhs?—Sometimes, 

6367. So that 2J per cent, amounts to 7J per cent, plus interest of 8 to. 
■fr?—In extreme cases. 

6368. In some cases the interest comes to about 15^ to 16J per cent. ?-— 
Yes. Some of these gardens have, as a matter of fact, got away from 
Martin and Co. 

6369. Chairman: The 2^ per cent, is charged not only for accommoda¬ 
tion but also for arranging the sales?—^As a matter of fact, the sales are 
arranged through the brokers themselves. 

6370. You pay for it separately?—^Ycs. 

6371. Mr. Khaitan,: Martin and Co., are not tea brokers?—There are 
only four firms of brokers, Messrs. A. W. Figgis and Co., W. S. Cresswell 
and Co., Carrit Slorgan and Co., and J Thomac and Co. 

■6372. Apart from the commission of per cent, and the interest offl 
to 9 per cent., is it n fact that these tea gardens have also got to buy their 
stores through Martin and Co.?—The agreement was that they were to 
purchase their stores through them and we have to pay a certain percent¬ 
age. 

6373. As a matter cf fact, are all the stores piuchased through them?— 
Not always. 

6374. What W-ould be the percentage of the total requirement of stores 
that is bought through them?—I cannot give you the figure. 

6375.,Mr. Manu Subedar: The machinery and plant would very largely 
be bought through a firm like Martin and Co., who could give you techni¬ 
cal advice?—As a matter of fact, we have acquired that knowledge 
ourselves, so we generally purchase direct. 

6376. Sir Hu^gh Cocke : Am I to understand that 2^ per cent, is not 
for sale and that a further brokerage has to be paid for selling?—Yes. 

6377. Chairman: Therefore the statement in the Bengal Committee’s 
report that Martins ‘do not participate in the actual management of 
gardens and their services are practically confined to providing the requi¬ 
site funds and- arranging sales of the produce’ is not correct?—^It is not 
exactly correct. What they actually do is simply to hand over the invoice 
to the firm. That is the only part they play. 

6378. If that is so, why do not these firms now change from Martin 
and Co. to the Imperial Bank through brokers?—They have got away 
from Martin and Co., and they have come to my friend’s bank (referring 
■to the Jalpaiguri Corporation). 

6379. So the number 18 financed by Martin and Co. has now gone 
€own?—^Yes. 

6380. Sir Purshotam.das Thakurdas: Martins are still agents for some 
Indian tea gardens?—^Yes. 
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6881. Mr. Sarkar: How would those tea gardens have fared if Sir Rl 
N. Mookerji had not come to their rescue at the time when they were- 
in need?—^They would have been ruined. 

6382. There was no chance for them to get money at that rate?—KOir 
tiiey could not get any help and it was at the eleventh hour that he oam^ 
to their rescue. 

6883. Dr. Hyder: I cannot reconcile the statement you have ma^de 
with what is said by Martin and Co. You say that a brokerage fee of T 
per cent, is charged on the gross scde proceeds, besides the commission oo 
the sale iproceeds of tea varying from to 7^ per cent. Looking at lijo 
evidence given by Martin and Co., before the Bengal Provincial Com¬ 
mittee, they say that their commission has not varied during the, last 12" 
years, they charge only 2J per cent., and there is no compulsion on the 
tea estates to buy the stores from them ?—^As a matter of fact Martin aod 
Co. have changed this attitude towards Indian gardens recently, tod' 
though they weri very kind at that time, now-a-days they charge a high 
percentage of commission which would perhaps be more than 7^ per cent. 

1 can give at least two cases in which the commission charged is certainly 
more than 2^ per cent, Choibaree Tea Company and Bhojanorayan Tea 
Company. 

6384. Sir Punhotamdas Thakurdat: When did Martin and Co., change 
their attitude?—I think it was in 1918. 

6385. They clianged their attitude in regard to the two gardens?^ 
Yes. 

6386. I hope you are quite sure of the ^facts because We intend -pur¬ 
suing this matter with Messrs. Martin and Co., to find out what their 
view-(point is?—We are quite sure of the facts. 

6387. Mr. Manu Suhedar-. What is the rate of commission charged by 
them?—One pica per pound of tea until,the mortgage debt is repaid, 

2 pice per pound until the company declares a dividend of 20 per cent anct 
if the dividend exceeds that figure, 1 anna per pound. 

6388. Sir Purshotamdas Thakurdas: How do you explain Martins pres¬ 
cribing such prohibitive terms as it were?—We could not get advances 
elsewhere, and that is the difficulty. 

6389. The Martins were quite favoimably disposed towards Indian con¬ 
cerns till then, is it not?—Yes, but that was due to the personal element 
of Sir R. N. Mookerji who helped the Indian concerns largely. 

6890. Mr. Jamal Mohammad: Whenever a broker is willing to stand 
as guarantee, you do not have any difficulty in getting accommodation 
from the Imperial Bank. Is that not so?—Of course that is the position 
but the brokers almost always refuse to help us in this matter. 

6391. Is it not a fact that the management of these tea gardens do 
not also like the idea of going through a broker for fear that they mighi 
be tied down to them ?—'That is also true, in theory. 

6392. Mr. Manu Subedar: The broker refuses to stand guarantee for 
a loan from the Ir#perial Bank but he does not refuse to take tea from 
you. Is that not so?—^That is true. 

6393. And you have to make your sales only through these four Euro¬ 
pean brokers paying them 1 per cent, commission. Is that not so?—Yes. 
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6904. Are there any Indian exporting ferma which export tea?—^NTone to 
toy Ijnpwledge. 

6395, ; Messrs. Martin and Co., are the managing agents 
of these two concerns which you refer to, the Choibaree and the Bhoj- 
narayaq. Tea Copipanies. Is, that so?—Yes, to the same extent as the 
tnana^jpg agents of the other 18 Indian gardens. I^ally speakiqg th^ 
are only financinT; agents. 

6396. The Committee would also like to kqow whether you have any¬ 


thing to say ou the metljiod of marketing tea. In paragraph 167 of .j the 
B^prt, the Bengal Cgnimittee say that the market for tea is thoroughly 
^rg^nised^ani that the simplicity of the procedure followed in that n^arket 
Soo^unts' for the absence of any financial difficulty generally associated 
with marlfetipg. ■ Wo\ild you kindly telj the Corpmittee whether thia. (xht- 
^ctiy sumrnarisea the position in, regard to marketing of tea?—As regards 
the rr^ettlpd of marketing tea which prevails at present we, have very little 
say ,expep,t this, that we do, not always like that, pur tea should be sold 
[entirely tmough 4 European firms. 

6397. iIt ia .etatod m paragraph 167 of the Report of the Bengal Com- 
that the yield, of gardens other than those owned and managed by 

^jfiriq^, registered in England is sent to Calcutta where it is handled’by four 
European firms of brokers who act as auctioners on behalf of their' clients. 
I take it. that the fact that there is no Indian,firm of broljiers for the market- 
'"ihg of tea is due to the fact that the Indjan gardens have not thought 
about marketing till now, as stated , in Mr. Rahaiqsp’s reply to Dr. Sinha 
Before the Bengal Committee?—^Yes, that is ad. 

6398. If the Indian tea gardens are producing such large quantities of 
tea, 'why cannot' they establish an Indian broker?—^I have no personal 
knowledge, but I do not think it will be very easy to establish an In^an 
house in ‘ tne face of opposition by the European brokers. 


6309. Mr, Manu Subedar: Do you mean to say that older firms will 
not-Allow this new Indian firm to function?—Yes. 


6400. CkairwaJi; If the Indian producers would make it a rule to go 
only, to the Indian broker, do you not think, that the difficulties would dis¬ 
appear?—iThis can only be done if the tea is consumed in India by Indians 
and moreover we have to make arrangements for the sale of our tea in 
England. 

,6401. Mr. Manu Subedar: Who bids at these auctions?—As a matter 
' of fact these people form a ring. Mostly, Messrs. Harrison and Croea- 
fields, Brooke Bonds, Liptons, and one or two others are the chief buyers. 
" When they form such a ring, our position heeomes rather bad. 


,6402. But for that combination you will get better price for your tea?— 
Yes. 

■ ,^408. Chairman: Is it not the buyers who make arrangements for 
.e;rport and not the brokers?—That is true, 

6404, In the case of tea which is sent out of the country, arrangement* 
ou^ide the country for shipping tea, etc., are made by buyers an.1 not 
,„)^ 5 o]ifers.Therefore that particular difficulty will nofr Be met by aii d^dian 
ten of brokers because they will have to ^ell ’their goods fo the io^iga 
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fHVohaser of tea. Is. it not to r—I do not know '^^hethor; all these finns^T^o 
ire how buying tea from us would be bhying them'fi'oih ah'Indian 
brokers if one is established. 

6405. .Sir Purshojtamiai, Tlw?c>trda»: Who are the actual buy^s o{:^a 
who pay you before export?—You will get the answer to that, jn 
the written memorandum submitted by Mr. A. F. Bahman to thp 
Banking Enquiry Committee wherein he says "The tea industry ia. paj;|- 
ing through a crisis at present. ".The buyi^^g of has been-oOiUcentm^d 
in the hands of a few people not more than 5 or 6 (Brooke Bonds, ££ni- 
'son'and'Crossfields, Liptons, etci), and they therefore control the'.prioes 
effectively--and-in- order to-prevent a-combination- of- producers, they pay 
disoriminatiiig prices-, i.e., high prices to some and low. prices to.Oilhers. 
Even ^though we are selling tea practically at the cost of production,ijtjifi 
iQOnsumer^ does, not b^edt at. all.^s.-his prices have not fallen.-This xiog 
of buyers has,-become possible because large ttEMjts have come under^-ifa 
recently principally in Java and Sumatra; and buyers exploit, this; bogey 
of over-production, but the world’s consumption has also increased^ and 
would increase more if retail prices were pheaper. This is the bi^eat 
problem before the, Tea Industry". This ptatement is generally cbiriBflS, 

6406. Mr. Buckley: You are not bound to sell your tea at the auo^wpB 
Tfpd, AS a rule you also withdraw your lota when, you do not get a. «ia ' 4 at le 
)PtM6»^for -your tea. Is that-not so?—^Yes. Although we ^hdraw- onoe, 
fre .QAonot afford to> keep the stock, waiting, for wo noust have.our 
money uback. 

biOi. Chairman : If your proposition is that you; do not kpow the 
diffltftilties are in the way of,,an Indian,firm of brokers ),e8tabb8b|pg 
for the marketing of tea to the extent that is now, being done Ijy, tne 
4’ European firms, I do not want to pursue'the matter?—^We.are not ayare 
ofiRll'the reasons or the difficulties. 

• 

6408. Mr. Manu Subedar: Have you ever worked,out the ruling price 
of .tea in London and the price at yfhich you,, sell ypur tea at thy,sy auc¬ 
tions-and have you had any occasion to regret for haying lost by ybup.aailjeB 
in this country through these auctions?—There have been some cases 
like that. 

6409. Sir Purshotamdas Thakardas; According to Mr. Bahman eud 
the witnesses before us, there are only four,,fii;pis of European Inpkerp in 
this country who have the sole monopoly of the tea business in this country 
and the 4 or 5 European firms would buy only through these brokers,1, So 
then, the Chairman’s question with regard to the starting of an Jn4W'fi*P^ 
of brokers for tea does not arise. ,My own experience is that under sn^^h 
circumstances an Indian broker would not thrive, at all. 

6410. Mr. Lamond: In regard to these sales of tea to, the 4 Enmpcan 
brokers, the same difficulty is experienced both by the Indian and, Euro¬ 
pean tea planters. - Is that so?—^Yes, except in the case of a few European 
♦ea 'Concerns who ship their tea direct. 

6411. Mr. Buahfort’h: If you had the, feeling, that at any .time you 
are -not getting your fair price, for your tea i8_ there anything to, prevent 
your'expbriing .teb di^ct to. Bondqn7—In the case of lOup, ^pal^s^es, we 
get tfie price within about 10 days of the, sale, but if we ,8hip, f^ndpn, 
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that will mean a delay of a lew months before we will be able to rcalisw 
our monies. 

6412. Mr. Lomond: It means you must have more capital to do sucsh 
direct business. Is that not so?—^Yes, that is also one factor to be rec¬ 
koned with. 

,6413. Sir Purshotamdaa Thakurdas : There 'S another possibility, that 
the English firms might refuse to accept your goods, because it is aa 
Indian selection. Do you agree?—That is true. 

6414. Mr. Manu Suhedar: It is only those companies who are not tied 
down to their brokers that can export tea direct, if at all?—That is so. 

•6415. Sir Purshotamdaa Thakurdaa: For several other considerations 
supposing you made up your mind to ship a certain quality of tea for 
sale abroad, would you discount your bill for 70 per cent of the invoice 
price with a bauk here?—We do not get such facilities hvjre at all. 

6416. Has it been tried?—We have no personal infoimation. 

6417. Chairman: You say there is a strong rumour prevalent in Jalpai- 
guri and also in Calcutta circles that there has been a sort of understanu 
Lng amongst Calcutta banks that none of them would finance or in any 
way help any mofussil bank or loan office who might have taken up 
financing of any Indian tea concerns or are helping with finances for ex¬ 
pansion of business of other sorts of Indian concerns. You suggest that 
due confidential enquiries should be made to ascertain if it is a fact. You 
must recognise that it is not possible for the Committee to make any 
enquiries with reference to an allegation of some rumours and in the 
absence of concrete instances. Can your Association help this Committee 
with any concrete cases of the nature mentioned in the rumours? 

Mr. Purnachandra Roy: I myself approached the Lloyd’s Bank at Cal¬ 
cutta for facilities and I was refused. We have no other specific instances 
La view. 

6418. Mr. Manu Subedar: On what security did you approach them?— 
On the hypothecation of crop together with the security of the Jalpaiguri 
Banking and Trading Corporation. 

6419. Do you think they did not accommodate you because of their 
inherent antipathy towards Indian enterprises or is it because out of their 
consideration for the Imperial Bank?—So far as I am aware, they do 
advance to European concerns. 

6420. Mr. Buckley : Because one Exchange Bank refused to accommo¬ 
date you, it does not follow that there is a combination amongst the 
Calcutta Exchange Banks and other Indian joint stock banks for not doing 
this business. Does it show that?—That is our feeling in the matter. 
We would be very glad if your bank would advance money to us, if you 
have no objection. 

6421. Are you not aware that instead of having a combination of the 
sort which you are talking of, there is really keen competition between 
these banka?—'J’here should be competition, no doubt. 

6422. Mr. Biishforth: Gould you send us confidentially the corres¬ 
pondence that passed between you and the Lloyd’s Bank on the subject? 
—I am afraid we have no papers on the subject. I asked the Bank orally 
and that was the answer I got orally. 
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6423. Mr. Many, Subedar: Would I- be wrong in putting the position 
this way that some Indian leading business men have approached these Ex¬ 
change Banks and the latter have refused accommodation?—I caimot say 
that. As a matter of fact another Indian was fortunate in getting the 
twommodation required from an Exchange Bank. 

6424. Chairman: Which is that concern and which was the Exchange 
Bank concerned?—It was the Gopalpur Tea Company which got the finan¬ 
cial help from the Lloyd’s Bank. 

6425. That being so, when the same bank has given the accommodation 
in the case of one Indian firm against another, there is no reason to 
presume that there is an understanding of the sort that you contemplate. 
Any way we need not pursue the matter. 

6426. Chairman: My next question is: “You suggest that the diffi¬ 
culties of Indian tea concerns can be solved if the Imperial Bank of 
India can be induced to advance finances to these concerns with the local 
banks to support them as additional guarantors for due repayment of 
finances. Would you kindly tell the committee whether any such pro¬ 
posal was ever made to the Imperial Bank and how they were considered 
by that Bank’’. I think that portion has been answered by you. You 
say that there is no actual correspondence with the Agent of the Imperial 
Bank —These things, I do not think, anybody will give in writing. So, 
perhaps, there may be no such correspondence. 

6427. Suppose we take up this matter with the Imperial Bank they will 
ask for evidence. In other cases we have been provided by other witnesses 
with actual documents. If you have got any correspondence we can pursue 
the matter, otherwise we cannot?—We shall look up our file and see if 
there is any correspondence. If there is, we shall send you the copies. 

6428. If you will send the correspondence earlier it will be better, 
because we can refer the matter to the Managing Governor on the 27th 
when he will come here as a witness. 

6429. Mr. Mann Subedar: You say you may get facilities from the local 
bank; have you to pay higher rate of interest?—Some local banks do not 
charge anything more than the mere interest. 

6430. Mr. Jamal Mahomed: There was a German ring in Calcutta who 
were not buying or selling anything from and to Indians, is there any 
such ring in tea gardens?—^No, I have no information on the point. 

6431. Sir Hugh Cache: You said about Es. 3 lakhs are necessary for 
a company, would that apply to a company of any size?—They do not 
vary much in size. 

6432. You refer to the hypothecation of crops. What about the hypo¬ 
thecation of stocks?—I mean the manufactured stocks. 

6433. Can you not get financial assistance if you want to hold up the 
stock pending sale?—The brokers give this assistance. 

6434. But you do not get whatever assistance you think you are en¬ 
titled to get?—^We get the proceeds after the auction. 

6485. Do you get from t’'“ brokers financial help before the tea is sold? 
—^Not a great deal. 

VoL. HI 2 n 



6496, Mr. Lamond: Do not brokers give advances against tea ?—Onljr 
a nominal amqunl/. 

6487. Sir Hugh Cocke.: What amount?—About 50 per cent, of the- 
value. 

6438. Yon do not require any further help from the bank if you get 
60 pet cent, from the brokers?—If we secure on the invoice it is better. 

6439. If you send your tea to Calcutta, do you get any advance before- 
the sale?—In very exceptional cases. Generally, moneys are actually sent^ 
ten days after the tea is sold. 

6440. So, in that case you want accommodation from the bank —^No, 
we want also for the running expenses. 

6441. Dr. Hyder: You have tried local resources and also the Calcutta- 
market, have you tried any other market?—We have tried marwadi money¬ 
lenders but they charge higher rates. 

6442. Did you try Bombay and Madras?—^No. 

6448. If you went to a bank, you would get accommodation at 9 pet 
cent. Supposing you went to an indigenous banker, with the same 
security, at whac rate would you get the accommodation? Could you ex¬ 
plain the difference in the rates?—^No answer. 

6444. In order tc get regular supply of advances would you prefer an 
industrial Bank!’—Yes. 

6445. Mr. Jamal Mahomed: Have you tried the London market?— 
No. 

6446. Mr. Manu Subedar: Supposing your production is worth Es. 15 
lakhs and if there are four brokers, then in that case you will receive any 
ffnanoial help?—All these tea companies are tied down to a certain broker 
or other. And therefore it is not possible. 
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Sir BatTPENDEA Nath Mmu, K.C.S.I., K.C.I.E., C.B.E- {GhaitmuTn., 

Mr. i). P. Khaitan. Lala Hareishen Lal. 

Mr. F. V. EuaHFORTH. Mr. B. W. Buckley. 

Mr. Manu Subedar. Mr. Jadu Nath Boy. 

Sir Huoh Cocke, Kt. Mr. G. Bbvadhar, C.I.E. 

Dr. L. B. Hyder. Choudhri Mukhtar Singh. 

Mr. V. Bamdas Pantuld. Mr. Jamal Mahomed. 

Mr. W. Lamond. Seth BtAJi Abdoola Haroon. 

Mr. V. K. Aravamudha Ayangar, M.A., C.I.E., (Secretary). 

Mr. B. P. Masani, M.A., (Joint Secretary). 

Mr. V. C. Bangaswami Iyengar and Mr. P. Baghavan Nair, roprEMA*' 
tativos of the Southern India Chamber of Commerce, were examined, 

G447. Chairman: Mr. Bangaswamy, you aire engaged in buBioeee in 
the Madras Presidency?—I am Secretaiy of the Madras Urban Bank and 
a member of the Southern Indian Chamoer of Commerce. 

6448. You say that in regard to industries, as a general rule^ the 
necessary working capital is lacking and that the shareholders are anxiouE 
for immediate results. May I take it, therefore, that industries find it 
difficult to get finance both for initial capital requirements and for current 
working expenses?—Industrial concerns are able to raise the initial capital 
when they start the work, but they lack working capital at a later stage. 

6449. You are not making any difference between block capital and 
working capital?—Let me take an illustration to make my meaning clear. 
Supposing a public utility concern such as an Electric undertaking atarta 
business with a capital of about 3 to 4 lakhs; it puts up a generating 
station, sets the machinery and is able to supply energy to the area under 
the contract; later on more consumers come in for power and the concern 
has got to go in for additional machinery and also for material in order 
to be able to meet the extra demand; now it has got to provide capital 
for this additional machinery and also to run the whole concern at a later 
stage. 

6460. Surely, your Chamber does not consider that the additional 
machinery is part of the working capital?—^It is added to the block and 
it is for the purpose of earning additional revenue that capital for more 
maehinery is needed. 

Sir Hugh Cocice: No capital which goes into the block capital is con-* 
sidered as working capital. 

Lala Harhiehen Lal: An electric company does not require much in 
the way of woiddug capital. 

2 u 2 
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W51. Chairman: Do you not think that what is wanted is both 
capital for further developrnent which would be part of the block capital 
as well as working capital?—^Yes. 

6452. You would accept the soundness of the proposition that in a 
type of concern to which you refer it would not be the lack of working 
capital which would compel the concern to shut down its operations'?—^Yes. 

6458. Would you kindly mention some of the industries with which 
your Chamber is connected and state how they have managed to secure 
their capital? Suppose they wish to obtain further capital, would it be 
available?—^The Chamber is not directly connected with any pariioular 
industry, but the individual members are carrying on different industries. 
Some of the industries with which the members of the Chamber are 
connected are textile, ginning factories, iron foundaries, cottage lungi 
manufacturing (coloured cloth), pencil, ink, farming, mining, chemicals, 
salt, furniture, etc. 

6454. Are any, of the members of your Chamber engaged in an electric 
imdertaking?—There are a few. 

6455. Is it not the practice with banks in Madras in regard to electric 
rmdertakings to advance money on a portion of the block for the installa¬ 
tion of the additional machinery, etc., on the personal security of the 
Directors?—In one instance the concern which I have in view had to 
t)rovide capital for development because the consumers increased and they 
were not able to get any accommodation from their bankers. 

6456. Your Chamber is aware of only one concern. Would .you be kind 
enough to give us more details of the undertaking?—The name of the concern 
is the Trichinopoly Electric Supply Corporation. It started with a certain 
amount of capital and wanted more money later on to instal macl)inery 
because the number of consumers increased and it tried to secure accom¬ 
modation from their bank. 

6467. Why is it not possible for a concern if it is a sound concern to 
raise money by additional share capital or by debentures?—Failing to get 
additional capital such concerns raise money by debentures. 

Mr. Lamond: Speaking generally, a company of standing which needs 
small additional capital for additional requirements will, I am sure have 
no difficulty in providing themselves with the necessary, funds. 

6458. Chairman: When debentures are issued, banks are unwilling to 
advance working capital even on the hypothecation of goods?—^We were 
talking of an electric concern; they have no goods to offer as .additional 
security. 

6459. But an electric concern does not require much working capital ?— 
Compared to the block, they do not require much working capital. 

6460. You say that the Imperial Bank lends to Eiuopean industrial 
concerns more freely whereas several of the Indian concerns which took the 
Imperial Bank’s assistance have had bitter experience. Could you give 
the committee any actual instances of the policy of racial discrimination 
on the part of the Imperial Bank and also the names of a few of the 
Indian concerns which have had bitter experience in this matter?—^If 
you want to give this information in camera, we are quite willing to 
agree to that.—^In cases where the industrial concerns are under the control 

^f European management, capital is flowing to them, whereas in cases 
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industrial conoems of long standing which were imder Indian manage- 
mont and had previously been getting sufficient acoonunodation, oreditB wer» 
suddenly cut off and the conoems had to come to grief; such as the- 
Chitvalasa Jute Mills. 

6461. We have already heard enough of that. Can you now give u» 
actual instances of racial discrimination on the part of the Imperial Bank? 
—^I could mention the name of the South India Industrials of Madras. 

6462. What was the nature of their experience?—They were oonbwri- 
iing a cement concern, a jute mill, a foundry, rice mills and other sundry, 
business in Madras. The office of the firm was in Madras City, but the 
jute mill was outside Madras, the cement factory was in Madras and 
the rice mills somewhere in the Tanjore District. They were originally, 
started by Sir George Arbuthnot and had been carrying on business up to 
1925. After having dealings with the Imperial Bank for as long as nearly 
18 years, they lost the confidence of the Imperial Bank. I could not tell 
you definitely for what reasons they lost that confidence. The result 
was that they had to transfer their jute mill at Chitvalasa. 

6463. Therefore, the only concrete fact is that they lost the confidence 
of the Imperial Bank; that does not support your allegation against the 
Imperial Bank of racial discrimination.—The withdrawal of support from 
this concern was due to , this racial discrimination on the part of the 
Imperial Bank. We only take it by inference; otherwise it is difficult to 
explain how a concern which satisfied the Imperial Bank for 18 whole 
years should all of a sudden be denied accommodation. 

6464. Mr. Lamond: May I ask if the Chitvalasa Jute MiU was a 
going , concern in 1907?—I was talking about the South India Industrials. 

6465. Mr. Manu Subedar : When your memorandum was passed the 
members of the Committee of your Chamber were present and they had 
perused it?—^Yes. 

6466. And they supported the statements made unanimously. They 
must have done so either on a knowledge of facts which they possessed 
or on a deep impression or opinion formed after many years’ experience— 
Quite so. 

6467. You may not have all the facts at your command. Would yoiji 
like to raise this question with your Committee again and after a con¬ 
ference with them, send us definite particulars ?—I could. 

6468. Chairman: Would you prefer that?—^Yes. 

6469. Sir Hugh Cocke: When you send us the information, it would 
he of advantage if it is supported by a history of the company up to the 
stage when this assistance was forthcoming from the Imperial Bank and 
also thereafter when the assistance was withdrawn—Yes. 

Mr. Jamal Mahomed: I suggest that the information be obtained from 
the parties concerned. 

Chairman: The witness told us that, as it is, his Chamber or he did 
not know much about the facts. We have asked him to supply us with 
the facts after consulting the Committee of the Chamber. We do not 
know who the parties are, they are apparently non-existing. 

Mr. Jamal Mahomed: The South Indian Industrials, which is the 
party concerned, are non-existent, but the people who were conducting 
the concern, are alive and I suggest the information could be obtained 
from them. 
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Chairman : The Southern India Chamher o| Ipon^neroe have sent u* 
this menu^ndun) and it is up to them to s^ply us with the ooncreie 
ease ^hich led them to make the statement. It is not £<»: us to indioate 
what peocedupe they should or should not follow to supply us with the 
information. I daresay the witness will take the hint. 

6470. You say that several substantial banks now remain outside the 
Olearing House. Can you give the Committee some instances of such 
banks in Madras, and also state why they are not members of the Clearing 
Souse ?—^To my knowledge there are 4 banks which are not in the Clearing 
House at present. 

6471. Would it be possible for you to name them?—The Hindusthan 
Bank of Madras, the Quilon Bank, Limited, the Nedungadi Bank, Limited, 
and the Madras Central Urban Bank. 

6472. Have you any information whether any of these four banks 
tried to join the Clearing House ?—I have no information; I only know they 
are not in the Clearing House. 

6473. Did the Madras Central Urban Bank ever apply to become a 
member of the Clearing House ?—No. 

6474. Would their business entitle them to become a member of tha 
Clearing House?—It would. 

6475. Dr. Hyder : When was the Hindusthan Bank established?—They 
started business about 8 or 9 months ago. 

6476. Chairman: How long has the Quilon Bank been in existence ?— 
It has been in existence for some time; I do not know their exact standing 
in the market. 

6477. And the Nedungadi Bank?—It has been in existence for the 
last 16 to 18 years. 

6478. You have no knowledge whether any of these three banks ever 
applied to become members of the Clearing House?—No. 

6479. Mr. Khaitan: You are yourself connected with the Madras 
Central Urban Bank—^Yes. 

6480. You say you did not apply to be a member of the Clearing 
House—^Yes. 

6481. If the banks have voluntarily, remained out of the Clearing Hous®, 
the inconvenience you refer to is the inconvenience caused to the customen 
of the bank—^Yes. 

6482. If the bank feels any inconvenience it would naturally try to 
become a member of the Clearing House—Quite so. 

6483. If the bank is not admitted as a member of the Clearing Houab, 
then it would make a complaint?—There would be ground for complaint. 

6484. Is the object of your making this statement then that when 
a bank starts business it must become a member of the Clearing House ?— 
It must be made easy for banks to get into the Clearing House, 

I want to understand your position clearly. Take the case of yOur 
bank about whose affairs you know thoroughly Well. You do not apply 
to become a member dE the Clearing House and you are nOt making any 
complaint. Then how can you say whether it is easy to become a membw 
^ the Clearing House or not?—-That can only be said when you apply 
to become a member and you are rejected? 



0485. Mr. Monit Subedar'. If membership is refused, it must afieet its 
firedit—^It must. 

6486. Has difficulty been experienced by any of the other banks?—I 
do not know. 

Lala Harkishen Lai: When the Tata Industrial Bank was not taken 
on the London Clearing House, we were given as the reason for it that 
only 9 banks were taken on the Clearing House. There is an instance 
where the Punjab National Bank was not taken on the Bombay Clearing 
House for some time, but they have since been taken. My own oxperieqne 
is that greater facilities are now being given for entry into the Clearing 
House than before. 

Chairman: Aja. Indian Chamber of Commerce has said something 
which supports what Lala Harkishen Lai hag said: — 

“Such a rigid procedure may be conceded in view of the fact that 
the membership of Clearing Houses is saddled with heavy 
responsibilities in so far as the actual clearance of balances 
between the various member banks is often deferred overnight 
although credit is taken for balances awaiting payment.’’ 

It is hardly necessary for us to discuss with the witness in view of the 
fact that he has definitely said that the Madras Central Urban Bank has 
never applied to become a member of the Clearing House and he does not 
know whether the other three banks have or have not applied. 

6487. Mr. Lamond: You said that great inconvenience would be caused 
to the customers of a bank if it is not a member of the Clearing House. 
Will you explain how the inconvenience i® caused?—The question came 
up before the Chamber that for payments which the members of the 
Chamber have to make to the Madras Port Trust and the Customs House 
cheques are not accepted unless they become members of the Cieariag 
House. 

6488. Sir Hugh Cocke: Why has not the Madras Central Urban Bank 
applied to become a member of the Clearing House?—There is the question 
of ballot, one does not take sufficient courage to apply for admission 
knowing that the ballot may either be in favour of, or against, the applying 
bank. 

6489. Mr. Jamal Mahomed: You have mentioned several banks being 
outside the Clearing House. You are making no complaint, but only 
point out the inconvenience caused to the banks’ customers by their being 
outside—^Yes. 

6490. Chairman: When payments due to Government and local bodies 
are made by means of cheques, I suppose you agree that credit cannot 
be given until the cheques are realised and credited to the Government 
account or to the account of the local bodies concerned?—Generrily omdit 
cannot be given for payments by cheques, but what I suggest is that iH 
oases of well-known merchants, of whose credit there is. no question, a 
point may be extended in their favour in respect of port dues, godown 
Tent, etc. 

6491’. Mr. Jamal Mahomed: Would you include railway frei^t in- 
■that?—^If the railway companies extend that facility. 

Mr Lamond: The railway companies do accept cheques. 
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6492. Chairman ; Is it a fact that at the present moment the Customs- 
House and Port Trust do not accept cheques on approved banks and 
bankers?—That was the complaint made by a certain section of the mem¬ 
bers of our Chamber. 

6493. Will they not accept a cheque, say, on the Imperial Bank? Is 
it their custom not to accept any cheques?—^They must be prepared to 
accept cheques on banks that have a certain standing in the market. 

6494. That is precisely my point. It makes your position scjmewhat 
weaker. Is it the present practice that the Customs House and the 
Port Trust accept cheques drawn on banks whom they consider to be 
approved or safe banks, or is it the practice not to accept any cheques?— 
They do accept some cheques, those on members of the Clearing Hbusfr 
only. 

6495. You suggest that either the open accounts should be acceptable 
to banks as collateral or that they should be converted into hundis for 
discounting. Can you tell the Committee how it is possible for banks to 
accept open accounts as collateral?—^As far as my knowledge goes, such 
a practice is prevalent among the American banks, e.g., to accept open- 
accounts for credit to be given to customers. 

6496. Could you refer us to any authority?—I had this information 
from an authoritative book. The Bankers’ Magazine also now and then- 
gives reports. 

6497. Mr. Lamond: Would you explain what an ‘open account’ is?— 
Suppose a wholesale merchant in Madras sends some goods to another 
merchant in the mofussil and debits him in his book for the cost price- 
of the goods supplied. In certain cases this debit is supported by a pro¬ 
note by the merchant who takes the goods from the wholesale trader in 
Madras. On the claim which the wholesale merchant has against the 
mofussil merchant to the tune of the goods supplied, credit facilities may 
be provided for him. 

6498. Are such facilities now provided when there is a pro-note?— 

Yes. 

6499. Chairman: The pro-note is the tangible security and it may be 
possible to provide that the pro-note, if it is good security, should be- 
discounted by some other bank. Is that what you are really thinking 
of?—I want it to be extended even to book debts. 

6500. Without any security?—There is the general credit of the 
merchant. 

6501. Mr. Lamond: I know of special cases where advance is given on- 
liquid assets in which book debts have been included?—That may be in 
vei’y special cases, it is not within my knowledge. 

6602. Mr. Buckley: In the case of cash credits which are given against 
stocks, if the stocks are sold and converted into book debts, -ihen the 
book debts become collateral security?—^We have heard that Indian pint 
stock banks do not do it at all. 

Lala Harkishen Lai: It is not done in the Punjab, the reason for it 
is that the merchant class is not so well organised in our pro-vince. 

Mr. Khaitan: The practice in Calcutta is that it is not the wholesale 
merchant who sends goods, but the commission agent who sends goods 
to the mofussil, and usually the mofussil merchant does not give either 
a pro-note or a hundi to the commission agent in return for the advance 
made to him. I would like to go into this matter further,, because it 
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would help u^, in making our recommendations, to know the various kinds 
of security on the basis of which we should recommend banks to make 
advances. 

Chairman: You refer to the American practice. I shall quote to you 
.from the evidence given by Mr. Benjamin Strong before the Hilton-Young 
Commission. This is what he says: 

“The result has been that every borrower at a bank has to execute 
some form of instrument expressing his debt, and the most 
usual instrument used in the type of advance that is the 
equivalent of the advance account of the English joint stock 
banks is simply a note of hand.” 

Therefore, we practically come to the question of advances on notes of 
hand and I understand that that is usually given. As a matter of fact, 
the accommodation given in India by some of the English banks, though 
not by all the Indian joint stock banks, is that an advance is given on 
book debts when those book debts represent goods sold.—Not for new 
advances. 

6503. Mr. Jamal Mahomed: You want not only pro-notes, but also 
book debts to be taken as collateral security?—Yes. 

6504. Chairman: You say that either a branch of the joint stock bank, 
or a co-operative credit society, or an approved indigenous banker should 
be available in all towns to collect hundis attached to railway receipts. 
Would you kindly explain what you mean by approved indigenous banker? 
How would you make such a bank or banker ‘available’ for the purpose 
you mention?—^What I suggest by this statement is that there are eases 
where railway receipts attached to hundis come before Indian joint stock 
banks and if they happen to be drawn on persons residing in the mofussil 
where there are no branches, they generally do not undertake the collection 
or their discounting. My suggestion is that in places where agencies aare 
available for collection as well as for discounting hundis with the railway 
receipts attached, recourse may be had to these agencies for the collection 
of the hundis backed by railway receipts and the railway receipts handed 
over to the parties. 

6505. That is really a matter for the particular indigenous banker or 
merchant and, so far as we are aware, in some provinces at any rate, 
the indigenous banker does provide this class of accommodation. By 

available’ you mean that some outside agency should make an indigenoinf 
banker available?—My idea is that the indigenous banker or the available 
co-operative society, if it is brought into the general fabric of the banking 
organisation of the country, will serve this purpose better. 

6506. But so far as the indigenous banker is concerned, nothing 
prevents him from doing the work and from what we know, he actually 
does the work in various provinces. Does he not do the same class of 
work in Madras?—But his status is nebulous. If he is connected with a 
banking organisation, he will have a better status. 

6607. Mr. Devadhar: By ‘co-operative society’ you mean a co-operative 
bank?—I refer to a co-operative urban bank, and not a primary village 
society. 

6508. Even if there be an institution of the size of a co-operative bank, 
would you still advocate it being done by an indigenous banker?—I put 
it only as an alternative suggestion. It is preferable to get it dene by a 
co-operative urban bank, where one is in existence. 



6509. Do you agree that the co-operative movement has brought down 
the rates of interest?—Yes. 

6510. You would therefore agree that if such work could be underbtkan 
or allowed to be undertaken by co-operative banks of small size, it would 
be to the advantage of the cultivator—Surely it would be to his advantage. 

6511. Mr. Jamal Mahomed: In your statement you say ‘‘either a 
branch of a joint stock bank, or a co-operative credit society or an approved 
indigenous banker should be available in all towns to, collect hundis, etc.” 
I thought you ocmtemplated that where joint stock banks have not got 
branches or agencies and where -any difficulty in negotiating a hundi 
attached to a railwav receipt is found co-operative societies or indigenous 
banks should be ma^e use of?—That is so. 

6512. Chairman: Then you used the word ‘available’ in the sense ‘made 
use of.’—That is the point. At present co-operative urban banks are not 
permitted to do that business and they should be made use of, because 
they are in existence and they could give facilities in discounting hundis. 

6513. Is the view which you have now expressed, viz., that preference 
should be given to a co-operative urban bank as against an indigenous 
bank, the view of the Southern India Chamber of Commerce?—^Yes. 

6514. What would be your answer to the critic that even with the 
present conditions of the country the promoters of the co-operative move¬ 
ment have not been able to exert their fullest energies for the further 
promotion of the co-operative movement and that such being the case it js 
undesirable and it is against the true interests of the co-operative move¬ 
ment and its legitimate function that they should take up extraneous wwk. 
This criticism has been put forward in some of the Provincial Committees’ 
reports as well. What is your answer?—I do not approve of the sugges¬ 
tion. I should think it is too conservative. I am of opinion that co- 
<^erative banks must be permitted to do all general forms of banking 
business. 

6515. Mr. Devadhar: With the existing concessions or not?—I have 
not thought about it. 

6516. Chairman: As representative of the Southern India Chamber of 
Commerce you would not object to these co-operative banks, with the 
concessions that they now enjoy from Government or from the general 
tax-payer, competing with other institutions for commercial banking 
business which is primarily outside the scope of the co-operative move¬ 
ment. Is that the view of your chamber?—As it is, the present concessions 
from Government are not very much except things like exemption from 
stamp duly. 

6517. Whatever that may be. As it is, the answer should be very 
simple, A criticism has been made by certain commercial bodies that so 
long as co-operative banking institutions enjoy certain concessions from 
Government at the expense of the tax-payer they should not be allowed to 
compete with either joint stock banks or indigenous bankers in regard to 
commercial banking business which is outside the proper sphere of the co¬ 
operative movement. May I know what the view of your chamber in re¬ 
gard to this matter is ?—The view of the Chamber is that co-operative banks 
may be permitted to do such banking business. 

6518. Mr. Devadhar: Supposing a co-operative society and an indigen¬ 
ous banker were both existing at a centre, would you prefer the co-bpera- 
live society to the latter?—Y^ere a district central urban bank existi^, it 
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should be given preference to an ordinary indigenous banker, The view of 
tbe Chamber is that owing to insufficient banl^g facilities UX this cpunt>7r 
ftO-operative banks should be given permission to do this business, 

6519. Chairman: Take the case of Trichinopoly for example. Is it yobr 
idea that the District Urban Bank at that centre should be preferred to an 
ordinary indigenous banker?—Yea. 

6520. Mr, Jamal Mahomed: Supposing there is a branch of an 

joint stock bank in a certain place where money has to be collected With 
reference to a hundi attached to the Railway receipt. Would you prefer the 
joint stock bamk to be superseded by your co-operative bank in stgAi h 
case?—It is not likely that a bank in Madras which has got a branch in 
Trichinopoly would prefer to send it to the co-operative bank for coUocWfl#. 

6521. Supposing a joint stock bank has an agency in a mofussil town 
would you even then insist that the business should go to a co-operative 
bank rather than to the agency of the joint stock bank?—Such a poeitton 
is never contemplated in our memorandum. 

6522. Mr. Manu Subedar: Are the lndian joint stock banks members of 
your Chamber?—Yes, they are. 

6523. And you have also indigenous bankers who are members of your 
Association ?—^Yea. 

6524. Therefore, I suppose you, as a representative of the Southern 
Indian Chamber of Commerce, would not stress the question of prefetenqe 
too much, because your Association’s interests are common?— 

Chairman: The witness has already given his unambiguous opinion, cf 
the Chamber on that matter and I do not see any object in pursuing the 
matter. 

6525. Mr. Manu Subedar: I am only putting the position hypothetically. 
The representatives of the co-operative movement have expressed themselves 
before us that they are not satisfied with the existing facilities that are 
given to the movement but wanted further facilities and concessions to be 
made to them. If the co-operative movement had confined itself to its 
•own operations of providing the agricultural credit, etc., nobody would have 
any objection to view your point sympathetically, but when this questii^ 
■of commercial banking business is raised, do you not think that the oop.- 
■ cessions that you ask for might be jeopardised? What is your view aboilt 
this?—My own personal view is that the co-operative societies should be 
prepared to forego these concessions in order to enable them to do banking 
business of every description rather than stick to these concessions. 

6626. Seth Haji Abdoola Haroon: As a private merchant or banker, at 
present anybody is at a liberty to purchase these bills and arrange for their 
• collection. Is that not so?—Yes. 

6527. How is it then that you are suggesting that anybody’s hands should 
be forced to have their transactions in regard to this matter passing through 
a particular kind of banking institution?—^My suggestion is that in view of 
the paucity of banking facilities in this country all the existing organisa¬ 
tions may be made available for the benefit of the traders and the merchant 
community in general in the matter of easy facilities for the collection of 
bills. 

6528. My point is that if this Committee recommended that the co¬ 
operative banks should be enabled to do this business in preference to 
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other indigenous banks or joint stock banks and if the last named refuse<f 
to enter into negotiations for the purpose of collecting hundies through the 
co-operative institutions, would you then compel the Imperial Bank to do- 
this business?—do not contemplate any compulsion whatsoever. 

3529. Mr. Devadhar: If the co-operative institutions will afford cheaper 
facilities than the joint stock or indigenous bankers, then naturalLy the 
customers will go to the co-operative agency. Then, I cannot imderstand' 
wherein comes the question of compulsion?—^I agree. 

6630. Chairman: Seth Haji Abdoola Haroon's point seems to be this 
Supposing at the headquarters of a district there is a branch of a jomt 
stock bank. At another place there is a district urban bank of the co¬ 
operative society, but there happens to be no district urban bank at the 
first station. Now a hundi is brought to the branch of the joint stock banh 
which the man, who brought the same, wants to be sent to the other 
station, which we might call B where there is the urban bank. Now, the 
branch of the joint stock bank refuses on the ground that it is not good 
business. In that case would you compel the branch of that bank to- 
accept this himdi and pass it on to the urban bank?—As I have already 
said, our Association does not contemplate any compulsion at all. I might 
further elucidate my point. At present the Indian Bank Ltd. of Madras 
has not got many branches in the presidency. They sometimes get hundis 
drawn from different parts of the province and even from other provinces 
as well. They generally send these hundis to us for collection and we are 
usually doing that for the Indian Bank. What the Chamber is suggesting 
is that institutions, on account of the fact that they do not possess a large 
number of branches, need not shut themselves away from the business 
because they can get that work done through the existing co-operative 
institutions. 

6531. But then that will depend on a large measure on the goodwill of 
the parties?—^If you make a recommendation of that character, I daresay 
it will have the necessary effect. 

6632. Mr. Khaitan: Your last explanation has cleared up my point in 
a way. Let us take the case of the Madras Province as the basis. 
Madras may have to send goods to places within the province itself or to 
places outside the province, and similarly goods may also be coming into 
Madras from other parts of the province or from other provinces. What 
at present happens is, as you have already stated, that there may be joint 
stock banks or indigenous bankers willing to discount the hundis of traders 
because of their position and standing but in many cases they are unable 
to do so either because they have not got branches at the place of collec‘ 
tion or they have no recognised agents at present?—^Yes. 

6533. Therefore, to that extent trade finds itself in a difificulty in the 
matter of getting hundis discounted when it is felt that this facility ought 
to be rendered available by some organisation?—^Yes. 

6534. Therefore, I take it that your Chamber suggests that some orga¬ 
nisation should be devised whereby it should be possible for a joint stock 
bank or an indigenous banker or a co-operative hank to be able to discount 
hundis drawn on places where they have got no branches or agencies?— 
Yes. 

6585. You have not given us a scheme for that purpose, but I suppose 
that it is your intention, as Mr. Kasturibhai Lalbhai on behalf of the 
Ahmedabad Millowners Association told us, that a co-ordination should b« 
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brought about between the joint stock banks, indigenous bankers and the 
co-operative banks so that himdis negotiable at a certain pltwe may |?,9 
collected at another place through that organisation and secondly, to 
the necessity of a double charge being imposed in the matter of discoimtmg 
and collection of himdis?—That is an important point. 

6536. Is it the idea of your Chamber that there should be some mutual 
arrangement between the existing agencies whereby this double charge 
on collection should not exist ?—The idea of the Chamber is that facilities 
should be available. 

6537. As regards co-ordination, at the present moment, according to the 
views of the Chamber, the Joint Stock Banks and the Indigenous Banks 
are loosely scattered without there being any link between them?—^That 
is so. 

6538. Is it the opinion of your Chamber that if some method could be 
devised whereby some indigenous bankers could be recognised either by 
the Imperial Bank until the Beserve Bank comes into existence or by the 
Beserve Bank when that comes into existence £md if those recognised Joint 
Stock Banks or indigenous bankers could be more easily trusted because of 
that recognition, greater facilities would be available to the discounting 
houses in every part of India to discount hundis and send them for collec¬ 
tion to the recognised banks or bankers ?—^In that we include the co-opera¬ 
tive banks too.—The idea of the Chamber is that steps should be taken 
to bring about such a co-ordination. 

6539. Is it your idea that if Joint Stock Banks and Indigenous Bankers 
'Could be recognised by the Imperial Bank, then other banks and bankers 
in other parts of India would be able to open a list of persons, firms »xjd 
■companies to whom bills could be sent for collection and that the machinery 
of the Imperial Bank or the Beserve Bank could be helpful for thti 
purpose?—Quite so. 

6540. And thus a co-ordination could be brought about?—That is the 
ides. 

6541. What should be the terms of the recognition?—That is a matter 
■of detail to be worked out later. 

6542. Having got that co-ordination, there can be neither any question 
of compulsion nor any question of preference?—^What would nappen is 
this. As to whether a hundi of a particular person, firm or company can 
be discounted by any bank or banker is a question that will depend upon 
their position, standing and respectability. Therefore, there can be no 
■question of compulsion. There can be no question of preference because 
if you have got a list of persons, firms and companies to whom a hundi 
can be sent for collection, it is for the original discounter to pick and 
•choose to whom that discoxmter is to send the hundi for collection. It 
must be left to the company as to whether it prefers a joint stock bank, 
an indigenous banker or a co-operative bank for the purpose. If a pewn 
can trust an indigenous bank or banker, he can send it to him. If it is a 
joint stock bank, he can send the hundi to that bank and if it is a co¬ 
operative bank that he trusts he is at liberty to send the hundi to that 
bank. But what you want is that co-operative banks on which restriction* 
in this behalf have been now imposed should be free?—^They should be 
free. 



6943 ; Afi*. Dei)adhar: Have you h,eard a oritioiBin with. to thfr 

hUBifiOst'df c(>o|)ei?ative inatitutlous that it ahoi^ be coofioed oy theiu BO- 
fy tts pQssibife to oo-operative transactions?—I have not. 

6544. Will you restrict it?—will not. 

6545. Are you in favour of keeping co-operative institutions free?—^Yes. 

Chairman ; You also refer to the desirability oi giving faoilitiaa- 
for^rolease of imported goods piece-meal on payment to the bank ooncemed. 
Cannot this be arranged by the importers themselves with the foreign 
ezporters by splitting up the order into a number of small orders?—^Ther©^ 
are certain manufacturing firms which fix a minimum limit for orders to 
be placed upon them and the facilities oSered for people importing a mini¬ 
mum quantity will not be available to those who place piece-meal orders. 

6547 Have you any details regarding any particular manufacturing 
firm?—No, I have no details. 

6548. You suggest that in regard to co-operative societies for cottage 
itiduetries, there should be an all-India federal organisation and depots ia 
different centres for the more economical handling of raw materials and 
inanufaotured articles. You are probably referring to those cottage indus¬ 
tries the products of which are destined for markets outside the province. 
If so, oould you name for the information of the Committee a few such 
industries?—would just refer to the h'andloom industry for making cloth 
tlfld there is the coir industry especially in Malabar, the metal industry, 
i.e., making brass and bell-metal which are being manufactured on large 
basis, laoquerware, artware, coiring work, matting, bangles, slate, etc. 

6549. You say that the experience of industrial banks in the past hag 
not been encouraging. Could you kindly tell the Committee something 
Xno^e about this experience and the particular bank or banks you have in 
mind?—There are a number of industrial banks which have decent paid-up. 
capital. I can give a few names;— 

The Carnatic Industrial' Bank with a paid up capital of 60 lakhs. 

Mysore Industrial Bank—paid up capital 9 lakhs and Deposit 
Accounts 27 lakhs. 

The Industrial Bank of Western India, Ahmedabad, paid up capital 
20 lakhs. Deposit account 32 lakhs. 

The Tata Industrial Bank had a huge paid up capital. 

These are some of the instances I could give. 

6550. Have any of these banks become defunct or are they all function¬ 
ing?—The Tata Industrial and Carnatic Banks have ceased to function. 
The Mysore Industrial Bank is in a moriband condition. I am not sure 
about the position of the Industrial Bank of Western India, Ahmedabad. 
Why do you say their experience in the past has not been encouraging?— 
They have not been able to come to the help of the existing industries and 
their position in the money market has not been useful to the industries 
of the country. 

6551. Do you think that the assistance from Government would conjure 
back to life banks of this type ?—^It will certainly inspire greater confidence 
in the public if Government help is forthcoming. 

6569. Waa there any trouble with the investing public when the bank 
was started?—The amount of deposits they were able to get was very; 
disappointing. 
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6553 . Chairman : Tou aaj that Government guarantee of icteiest, Qoy^ 
iinment loans, and G6yenim«ixit subscription of shares are essential in thn 
•arlj stages?—I would like to withdraw the reference to Government au||p 
sciiption. 

In the first place, would you kindly give the Committee a definite 
idea of the period during which these means of mitial encouragement would 
be needed?—I would fix it for at least a period of 10 years. 

6554. Mr. t>evadhar: It has been advocated that Industrial I5ank(i 
should be started on a large scale to finance indiistries with assistance fronl 
Government. Are you in favour of having something like a co-operative 
industrial bank for the purpose of promoting cottage industries with some 
subvention from Government?—^In my opinion the existing financing 
agencies in the ooxmtry can be utilised for financing cottage industries with 
some assistance from Government. 

6555. Otherwise, you think, the Industrial Banks will not deal with 
cottage industries?—I do not contemplate it. 

6556. Chairman: Would the Government guarantee of interest apply to 
share capital only or would it apply to debentures as well if any, issued by 
the industrial banks?—I should prefer to have it applied to both debentures 
and the capital raised by the Industrial Banks. 

6557. What would be the amount of Government loans required, say. 
annually, and at what rate of interest would they be guaranteed?—With 
regard to the first part of the question it is rather difficult to estimate what 
the amount of Government help these Industrial Banks would require for 
carrying on their husiness. It will depend upon the kind of industries that 
are to he financed and the number of industries that the banks finance. 

I am therefore unable to make any definite budget for them. 

6558. What rate of interest will you fiix?—One per cent, below the bank 
rate with a maximum not exceeding 5 per cent. 

6559. hb, there again, you propose that there should be some form ot 
help from Government?—^Yes. 

6560. You say that Reserve Funds of Foreign Insurance Companies,, 
fmeign banks, etc., should be made available for industries through indus¬ 
trial banks. Is it your intention that thesfe institutions should be raquirad 
by law to invest a portion of their funds in industrial bank shares or deben< 
tures in the list of trustee securities and provide by law that the institutions 
mentioned should invest a portion cxf their funds in trustee securities?^! 
would be satisfied with the latter portion of the question that debentures 
or shares on which interest has been guaranteed by Government should be 
made trustee securities. 

6561. Mr. Khaitan: Supposing foreign insurance companies do not invest 
in the shares or debentures even if they are declared to be trustee com^ 
panies, would you compel them by legislation to invest a certain portion 
of their funds in trustee securities?—^Yes. Once these securities are made 
trustee securities, it should be compulsory for all insurance companies, both 
national and foreign, to invest at least a part of their funds in such 
securities ? 

6563. Chairman: Would you like to have legislative provision made for 
it?—would prefer to have it. 

6563. Chairman: You say that industrial banks should either havfr 
branches all over the coimtry Oi^ have systematic dealings with oommeroial 



banks so that the facility of supply of advances on raw materiailB, etc., up 
to the stage of the finished article can be fully utilised with perfect security. 
I take it that your point is that the funds of the industrial banks should 
be fully employed and that in every case the industrial banks should, to 
ensure safety of their fimds, have full knowledge of the operations of con¬ 
cerns to which advances are given ?—^That is the main idea. I wish to make 
one suggestion in this connection. Suppose there is an industrial bank m 
the city of Madras with no branches in the mofussil and an industrialist 
at Coimbatore requires financial assistance to be made to him. If the 
industrial bank is prepared to advance, say, £s. 50,000 to the industriEdist 
at Coimbatore, the cheques he may issue on the industrial bank should be 
made cashable at the joint stock bank at Coimbatore under proper arrange¬ 
ments. 

6564. But would not that arise automatically when the industrial bank 
becomes a member of the Clearing House?—^It will be a member of the 
Clearing House in the city, but the industrialist who wants the money 
'would be far away at a mofussil station. 

6665. I take it therefore that where the Industrial Bank has no brannb. 
it will use a commercial bank, if any, that exists at the place as an agent 
for carrying on its operations?—That is what I mentioned previously. 

6566. You say that industrial banks among others may also open current 
accoimts and employ the funds in agricultural industries in which a quick 
turnover is a definite feature. Could you kindly tell the Committee the 
names of some industries of the kind you refer to?—^The industries I have 
in mind are dairy-farming, paddy-huslnng, ground-nut, decortication, fruit¬ 
canning, oil-crushing and certain other industries of that type. 

6567. Do you not want these to be included in the category of cottage 
industries, the financing of which according to a previous answer given by 
you should be left to co-operative banks?—^It will depend upon the size 
of the industry. Take dairy-farming; if a man keeps a couple of cows and 
two buffaloes and does dairying on his own hook, it can be treated as a 
cottage industry, but if it is done on a large scale, I do not think it can 
be c^led a cottage industry. 

6568. You say that the Imperial Bank rate is not a barometer of the 
monetary conditions of the market and that there is a great variation in 
rates from one institution to another. Taking first the Imperial Bank rate, 
is it not the rate at which the Imperial Bank ordinarily advances money 
against Government securities?—The bank rate is with reference to ad¬ 
vances made upon Government securities. 

6569. Tmming next to Exchange banks, I understand that the rate of 
interest for loans granted by these banks against approved secmity is 
usually 1 per cent, over the Imperial Bank rate. There is therefore only 
a fixed variation between the Exchange banks’ rate and the Imperial Bank 
rate. Do you agree?—^I agree that there is co-ordination. 

6570. As regards the joint stock banks, even a small bank like the 
Andhra Bank with a capital of about 5 lakhs told us in their evidence 
the other day that their rate of advances was 1^ per cent, over the 
Imperial Bank rate subject to a minimmn of 7 per cent. I gather that 
other joint stock banks also follow the Imperial Bank rate, with a difference 
of i per cent., 1 per cent., etc. Do you therefore agree that so far as the 
joint stock banks are concerned, they also follow the Imperial Bank 
rate?—As categorically stated here, it is correct. 
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6971- Tuhiing now to indigenoii^ bankers, I shall for the present oonhne 
nmyself to the Chettiyars, the Multanis and the Marwaris mentioned in the 
Madras Committee’s report, j think they are all indigenous bankers?^ 
There are the Kalladakurichi Brahmins also. 

6572. The Madras Committee say that the Chettiyar’s lending rates 
depend upon the amount lent on security and vary conomonly from 9 to IB 
per cent, for first class mortgages in towns and in villages about 8 pn 
cent, higher and that clean loans are 9 to 15 per cent, in towns and up 
to 18 per cent, in villages. The Multanis do the best of their business 
at rates varying from 9 to 13 per cent, and also lend up to 18 per cent, il^ 
small loans on weak security. The Marwaris are said to lend at rat^ 
varying from 9 to 12 per cent, ordinarily on mortgages and 12 to 15 per 
cent, on produce and 12 to 18 per cent, on promissory notes. Of these 
three classes of bankers; the Madras Committee report that the Chettiyars, 
in addition to receiving deposits at much higher rates than those given by 
joint stock banks, borrow from the Imperial Bank on joint signature usually 
at 1 per cent, above the bank rate in Madras. It is said that Multani# 
obtain deposits at comparatively low rates and in addition borrow at the 
hank rate from the joint stock banks, chiefly the Imperial Bank,' the 
Indian Bank and the Exchange banks. The Marwaris, it is stated, haye at 
their back the accumulated funds of the community, ordinarily at a low 
rate, and do not borrow on a large scale from other banks nor obtain much 
by local deposits. It is, therefore, these indigenous bankers that do uot 
exactly follow the Imperial Bank rate. Would you kindly tell the Cem* 
mittee (a) what the difference between the lending rates of these banjrers 
and the Imperial Bank rate is due to, (b) whether the rates charged’by 
those indigenous bankers can be made to follow the Imperial Bank rate 
and (o) what steps you would suggest for bringing this about?—By salying 
that “the bank rate in India is not a barometer of the monetary condi¬ 
tions of the market at all times’’ I mean that the bank rate itself is not 
an index to show the rate that is to be charged upon demand for money 
in the market, as generally it may not be fixed according to demands that 
arise in the money market. 

6573. You have not put it here from that point of view. There is the 
sentence “there is therefore a great variation in rates from one institution 
to another.’’—The rates may have a relation to the bank rate, in the case 
of the Exchange Banks and Indian joint stock banks. But often times, it 
is found that when the bank rate is raised, funds in the market are plentiful 
and unlendable even at very low rates, for example, on Slst October 1929, 
the rate was raised to 7 per cent, when money could not be lent at 
2 per cent. Easy money prevailed till the end of 1929 although the 
bank rate was 7 per cent. 

6574. I pointed out to you that the exchange banks and Indian joint 
stock banks follow the Imperial Bank’s rate; therefore to that extent, that 
statement is not correct. Then we come to the various classes of indigen¬ 
ous bankers and in their case, undoubtedly, there is a great diflerenoe 
between the rates charged by them and the Imperial Bank’s rate, and on 
that I have put to you three questions?—The difference between the lend¬ 
ing rates of the indigenous banker and the Imperial Bank is due mainly 
to want of free accommodation to merchants by both the Imperial Bank 
and the joint stock banks. 

6575. We know thht in some cases the rates charged do to some extent 
bear a relationship, but is not the main reason the nature of the 
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is one of the salient i^oub. BVen on fliit olate s^onritiea 
raeroha»t^ who sn unabls to obtain toy accomnaodation either from the' 
Bank or itotn joint stock banks have, willy-nilly, to go t;o privaie; 
bankers to keep their business going and borrow at high rates. 

66^. But cm first class securities are the rates charged materially higher 
tiian the Infperial Bank rate ?—Eren on good securities the rates chargcsd 
by indigenous bankers are substantially higher. 

6577. Mr. Manu Subedar: When the flow of credit is facilitated by the, 
establishment of a joint stock branch or an Imperial Bank branch at a 
^rtlcular mofussil centre, do not the rates come down, the securities re- 
znaining the same ?—The tendency is for the rates to ciome down^ 

6578. Therefore, if there was a closer linking up and wider structure of 
credit, the rates would come down?—^They ought to. 

6b70. Dt. Ryder : Am I to understand from your answer that the nnb 
lenaedy to bring down the high rates of interest charged by indigenous 
bankers is the establishment of more branches of joint stock banks and' 
other banks in those places?—That would make credit more easily availible 
to the merchant. 

6580. Chairman: If the only remedy you can suggest is the eslablish- 
rpent of more branches of joint stock banks or of the Imperial Bank, then 
we heed not pursue the question. But if you have other remedies to sug¬ 
gest, will you please let us have them?—If credit facilities are made easier, 
then the tendency is for the rates to go down. 

6581. How would you make the credit facilities easier?—They will 
become easier when there is a large amount of capital available in the- 
hands of bankers. 

6582. Is it your position then that the indigenous banker, whether he 
is a Multani or Chettiyar, charges a high rate of interest because the 
capital in his possession is limited ?—^It is limited and to supplement it he 
generally goes to the Imperial Bank and other joint stock banks. 

6583. Are not these Chettiyar firms investing the bulk of their capital 
outside the Madras Pre.sidency?—Yes, they invest a good portion of it out¬ 
side India. 

6584. From the reports of the Provincial Banking Enquiry Committees 
of Burma and Madras, I have gathered the impression that not only a small 
fraction of their capital is invested in other Presidencies, but also a sub¬ 
stantially large portion of it is being invested in Burma, in the Federated' 
Malay States, the Straits Settlements and as far east as French Indo-China. 
That does riot indicate a dearth of capital?—^There is dearth of capital in 
the country and by the provision of additional capital, credit facilities to the 
merchant will become easier. 

6585. Your position is that, quite apart from the institution of more- 
branches of the Imperial Bank or other joint stock hanks, if by some means 
or other the capital available to the indigenous ba ikers could be increased, 
the rate of interest would go down automatically ? —My submission is that 
there is a dearth of capital in the mofussil centres for merchants and 
tradesmen and that arrangements must be made to increase the amount of 
riapttal. 

6586. Assuming that there- is this dearth of capital and supposing it 
were possible to take steps by which the capital in the hands of indigenous 
htokers could be iricreased, would that'by itself Ie8(f to a reduction in th4- 
ra^fi vof interest charged by them ?—^It may. 
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6687; But would it?—I eamtot give a definite answer. 

6688. Mt. Devadhor : Would it not come down with the expansian e6 
the co-operatiye movement? 

6589. Chairman: When you gave evidence the other day before iis, yotj 
suggested that action should be taken by law to fix the rate of ihtttftitt 
to be charged by an indigenous banker on his advances. If the remedy,' ah 
you now say, is to make more capital available to them and then U; the 
rate of interest would go down automatically, the other remedy is ndt 
necessary. 

659f). Mr. Jamal iJohamed: Suppose there are places where faeiUiud 
are not available from the Imperial Bank and other joint stock banks, and 
the indigenous banker had a monopoly of the business, do you think the 
rates of the indigenous bankers would go down if credit facilities were avail¬ 
able easily and extensively from the Imperial Bank and other joint stock 
banks?—Quite so. 

6591. You want more financial facilities, not for the indigenous banker 
as for the merchant who goes to the Imperial Bank and other joint stock 
banks?—^That was my answer. 

6592. Chairman: Then there was the additional point which I put to 
you, and I was trying to find out what the substance of that point was. 

6593. Coming to the last link in the chain of the financial organisation 
in India, namely the moneylenders, you are no doubt aware that the reaeona 
for the high rate of interest are many, such as the illiteracy of the bor¬ 
rower, the absence of any distinction between short and long term loans, 
the indebtedness of the {Agriculturist, etc., and that it is therefore difficult 
to make the rates paid by the cultivator follow the Imperial Bank rate 
without taking steps to deal' with every one of the several defects in the 
existing system of rural finance ?—^These are so many causes which put up 
the rate. 

6594. You say that the Association of the Exchange banks can easily 
screw up the rate as they command a good portion of loanable funds- 
You are aware that the Bank rate in India is fixed by the Imperial Bank 
of India and that the Exchange Banks’ Association has no voice in the 
matter. Would you therefore kindly explain what you mean and give any 
concrete instances in which the Association of Exchange Banks have screwed 
up the rate?—The whole idea conveyed by this statement is that the Ex¬ 
change banks have a large monopoly of loanable funds in this country, that 
they are also able to get funds from abroad at cheap rates of interest and 
that they are thus in a position to lend at low rates. But they keep a 
high margin of profit for themselves and lend with reference to the Imperial 
Bank rate. I contend that it is possible for them to lend money at much 
lower rates than the Imperial Bank rate. 

6595. Your proposition is that, owing to the resources at their disposal, 
they are in a position to lend money at lower rates than the Imperial Bank. 
By ‘screwing up’, you refer to the fact that actually they maintain the 
Imperial Bank rate?—Yes. 

6696. Mr. Manu Subedar: Is it your suggestion that deposits are largely 
concentrated in these exchange banks at the centre, that money is thus 
depleted from districts and that the rates in districts are thus raised?— 

lies. 
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6597. Ib it not the position at present that indigenous bankisrs ar«> 
largely dealing with their own capital and with probably small additions ftnd 
deposits which they are able to get in some cases ?—-Yes. 

6598. They supplement their funds by the Imperial' Bank advances or 
discounts of hundis, but these limits of hundis at present fixed by the 
Imperial Bank are extremely small for each individual class of banker?— 
Yes. 

6599. They do not extend facilities to some indigenous bankers at all?— 
No. 


6600. Therefore the element of credit in the dealings of the mdigenous 
banker at present is extremely small?—Yes. 

6601. If, therefore, the indigenous banker was enabled to get a larger 
amount of re-discounting facilities and thus raise money on his own credit, 
his total available working capital would be largely increased?—Quite so. 

6602. If that is increased, would the rates of interest come down in the 
districts?—It is likely. 

6603. Mr. Jamal Mohamed: Suppose the exchange banks get money 
abroad at 3 per cent., they can afford to lend it here at 5 per cent., but 
instead of that they keep a large margin for themselves and lend at 6 per 
cent. Naturally it has an influence on the money market and it brings 
down the rate. You call it screwing up the rate?—Quite. 

6604. Chairman: Have you any definite information on this or are these 
your impressions?—They are impressions gathered from talks with mem¬ 
bers of the Chamber. 

6605. When money rates are high in India and low in England, do not 
the banks in India, including the exchange banks, bring out money from 
England ?—The Exchange banks do get money from England when the rate 
in England is lew, but those funds are not available to other banks. 

6606. I put the words “including the exchange banks” deliberately, 
because a prominent Indian banker told us the other day that he also does 
the same thing?—That may have been a special case. 

6607. Mr. Manu Subedar: The Chairman of the Lloyds Bank in the 
United Kingdom, speaking of the London money market, said the other 
day that no funds were taken from the London money market, so far as 
his bank was concerned, for use in India, but that it was Indian funds 
which were supplying all the advances made in India. If that was so, 
there is no question of the exchange banks bringing out large funds here 
from London, but the suggestion has been made the other way, viz., that 
they take large deposits in this country and use them not merely for making 
i^ndian advances, but for making advances betM’^een here and Hongkong and 
the East. Have you any definite information that exchange banks do 
actually bring out funds from England to India for investment in India, 
f.e., for making advances?—Occasionally it may so happen that the funds 
Hi their hands are not foimd sufficient to carry on their business and they 
have to depend upon English funds. 

6608. Have you any specific information on the point?—No. 

6609. Do you not think that the Exchange Banks are also utilising the 
funds that they are able to raise in this country abroad during the slack 
seaison? —^That is also possible. That is only our general impression but 
we have no definite information. 
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0610.. Chairman: You h?ive pointed out various difficulties in the way; 
of industrial enterprises, namely, that Government are not actively gym* 
pathetic towards the promotion of indigenous industries, that the public aro 
uneducated in the technique of investments and that industrial life is OOiyj 
just commencing. In view of these difficulties, do you think that the- 
establishment of industrial banks is likely to meet with success?—^That exact* 
ly is the reason why industrial banks have got to be started. 

6611. Who will provide the capital?—In spite of the other difficultlesj 
we think a certain amount of help will be forthcoming from the State, 

6612. It is quite possible that Government may be quite imsympathetia' 
as you yourself say, even if this Committee made a recommendation to thafr 
effect. Leaving that question aside, you do not however intend that it 
should be a State Bank?—^No. 

6613. You do not want the State even to purchase shares and that being 
the case do you not think that the popularity of the concern is liable to be 
interfered with and do you not anticipate difficulties in the matter of 
raising its working capital?—The fact that there is a guarantee of interest 
on debentures by Government will be sufficient to attract capital from the 
public for these industrial banks. 

6614. You say that industries can inspire confidence only if the tariff 
is sufficiently high to protect them. What will be your answer to the 
critic who says that the public will have confidence in those industries only 
which are suited to the present conditions of the country and which are 
well conducted and that industries which do not satisfy these requirements 
cannot command confidence even though they may be protected by a 
high tariff wall, as they could never be a success?—I shall be thankful 
if you will kindly explain to me the import contained in the latter portion 
of the question “that the public will have confidence in those industries 
only which are suited to the present conditions of the country, etc.”, 

6615. The intention of that is that the product of the industries will 
be in demand and not fall in market value.—My contention is that so long 
as tariff regulation is available, sufficient capital will be forthcoming for 
such industries. 

6616. Even if there is not any outlay for the industries?—^I have in 
view the textile industry. If this industry is properly protected by tariff 
regulations, there will be better field for that. So also the oil crushing 
industry, paints and varnishes, dyes, colours, etc., etc. 

6617. I understood you to mean that there should be an arrangement 
for fostering and not limiting the industry?—The country is large enough 
to absorb the products of both the hand-loom and the mill industry, 
in the case of textile industry. 

6618. Will the tariff itself help these textile mills to grow up?— 
think so. 

6619. That is your deliberate opinion even rfter reviewing the present 
.condition of the country?—The present conditions in India are excep¬ 
tional. I only speak of general conditions. 

6620. Mr. Manu Subedar: You say in your memorandum that Govern¬ 
ment are not actively sympathetic towards the promotion of indigermu* 
pjjiffiyieH. T suppose I you irefer thercipot-naefelyitO tariffs': or. te) ffxtflpoial 

fapiiijiii^i tho purc^asmg :of ,thp .wtpuhiof the (industries :or.,r^lRfgr 
wteftV^feirt thfihy.ou jflfST. to the oonglometatjop jrfput togeti^w^f-rj? 
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Eve;iiWb«iD the saw material is there aod the Skeoeaeary capital 
id there a^ there are enterprising people willing to ahonldec the develop' 
ment of the industry, Government mostly stand aside and if the induatey 
could be saved by timely assistance, even then Government is loathe to 
eopie to the rescue. Is that what you mean?—Quite so. 

0022. So then you agree that if Government rendered proper assistance 
that would bring greater confidence to the investing public. Is that so? 
»i'-Yes. 

6623. You say that Government are not actively sympathetic towai^ds 
the promotion of indigenous industries and that industries can inspire 
confidence only if the tariff is suflQciently high to protect them. Supposing 
that there is no change in the policy of Government, would you still 
advocate the establishment of an industrial bank?—Yes, I would advocate 
tile establishment of an industrial bank even without any Government 
Iwlp. 

6624. You refer to an Industrial Bank in each peovioce federated to an 
cdl'India institutiem. Would you kindly explain a little more fully the 
nature and functions of the all-India institution to which the provincial 
industrial banks should be federated?—My idea in referring to the federation 
of provincial banks and an all-India federation is for this purpose, that the 
growth of industries iu different provinces attains different heights and it 
may be necessary to mobilise funds for the respective provincial industrial 
ijanks and to control the distribution of those funds to these provincial 
Ibanks an all-India federation is necessary. 

*626. Your idea is to have an all-India federation for the raising of 
Tj^dtal?—^Yes. 

6626. Mr. Khaitan : Provincial banks wiU exist in each provinee. Then 
there is to be an all-India institution to which these provincial hanks will 
be aflBliated? 

8627. Would that all-India institution have its own share capital?— 
As it has got to provide funds, it must have its own capital. 

6628. Chairman: What do you want this all-India institution to do?— 
It will have to help in the mobilisation of capital for helping these provincial 
banks by bringing them prominently to the notice of the public. 

•6629. How will it raise funds?—With an influential board it will be 
able to raise funds. 

6630. Do you mean to say that the all-India body will do the advertis¬ 
ing and the propaganda part of it for furthering the interests of these 
provincial banks?—Yes, for drawing in capitalists to invest funds. 

6681. Mr, Khaitan: The All-India Board according to you cannot 
issue debentures, has no shares to offer to the public, cannot accept deposit 
or current accounts, how then is it that you contemplate that it will be 
able to raise funds?—By propaganda and by advising the pubho to invest 
n itiie provincial banks. 

‘QOSi. Mr: Mthw Sube'dar:' Is it also your pednt that the aH-IhSfti 
wdll exWiWto’ judfciibos'^keretidh 'in diluting'a&8 controIEC]^ •ffiile 
of ptovteeiAl baiskg> -With « vie^w to avoiStog ovfei4>'^^®otioir*M 
regard to the various industries and such other matters?—^Yes, the BcMn 
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fi)«>u|d hAve oyer tife pioyinoittl baiijks. BspnseatatiTVB ot tiiA 

banks will 1)6 op tljye ell-ladia Boalnd aad i^y will inveated 
’With such powers. 

6635. You will give theta ttie power of supervising and control ?—Yes. 

6634. Mr. Khaitan: Would the alhlttdie body have the right of veto? 
—Veto in regard to what? 

6686. Chairman: Supposing your provincial bank in Madras deijld'es 
«B the establishment of a cotton textile mill in' Coimbatore. I tydfit' 'fo 
know whether you will vest the power of vetoing this suggestibn in ’the 
bands of the all-India Board?—Yes, that will have to be finally detfidbd 
fay the all-India Board. 

6636. Then is it your suggestion that every proposition must be sent 
to the all-India Board for consideration by the provincial bahk before a 
Juan is granted?—It will be safe if that can be done. 

663^?. Mr. Manu Subedar: The elimination process can first be des# 
by the provincial bank and the provincial banks themselves can, on the 
toerita of each case deal with smaller propositions. Would you to 

that suggestion?—^The general principles can be laid down by the Cehtwl 
jBoard and only large propositions need go before the Central Board for 
sanction. 

6638. Chairman: Will any portion of tho capital of the provincial bkttfc 
be raised by the provincial board independently of the central board,?ii-^ 
The idea is that the provincial bank should be permitted to collect Bi tauoh 
Mpital as it can do so locally and the balance could be found by' thB 
licderal Board. 

6689. Therefore, your idea is that the Central Federal Board’s futicijion 
is to supply additional capital and it is in that connection that the Federal 
Board should work?—Yes. 


6640. Then you contemplate the provincial bank will raise its capUkl 
as nutah as possible independently and then the all-India institution will 
again raise capital on the provincial basis for that particular bank, Is thid 
80 ?—^Yes. 


6641. So far as this Committee is concerned, various views have bben 
placed before us, some witnesses favouring only an all-India institution 
while others recommend the formation of provincial banks. ^ it is thBl* 
we want to know definitely your Chamber’s recommendations in re^wd 
to this matter. So far we have obtained from you this information that 
each Provincial Bank will raise its own capital up to a certain stage 
without the help of the all-India institution. Is it part of your scheme 
that this all-India institution will raise its additional capital to feed the 
provincial banks?—^Yes. 

6642. On -what security?—On the security of the assets of. the 
pfK)|<kK^l institutions. 


Will the all-India mstitution raise additional capital oh Ihe 
kfreoilty dl 'Bll pBovineial beaks taken together i or of individual faaMle$ 

wilif ^efdreAoe 'te ea^fiti l&ditld^ piovimjia) b»hk^ 


foi* the proylnm of Madrat and which the former consider^i tatistactory ' 
Yes, our view is that the all-India Soard will be in a position to obtain 
funds through their influence from other parts of the country. 

6645. Mr. Jamal Mohammad: You also contemplate getting large 
sums of money from Government as loan without interest or at a low 
tate of interest for these industrial banks?—^Yes. 

6646. Then although each province may think that its claim is fore¬ 
most, one province may be more important from the point of view of an 
industry while the other may be a little less important, you want the 
Central Board to distribute the funds according to the needs of require¬ 
ments of the various provinces. Your idea is that the Central Board 
being a detached body will be able to impartially decide the requirements 
of the various provinces?—That is so. 

6647. One province may be more important than another from the 
industrial point of view and therefore your view is that the Central Board 
should not only decide the policy but should also distribute the funds 
According to the needs of various provinces in the country ?—Yes. 

6648. Chairman: Therefore, to that extent you modify what you told 
us a little while ago?—Yes. 

d649. Supposing the provincial bank manages to raise funds from 
outside its own province as well without the help of the Central Board, 
then would you give the former the final voice in the matter of investing 
the money?—These are all matters of detail which can be inquired into. 

6660. Mr. Bamdaa Pantulu: Supposing in a particular province one 
of the industries occupies an important place and if there is a depression 
in that industry (such as the cotton industry in Bombay at present), will 
the provincial bank be not hit by any depression in that industry, a 
depression which is likely to depreciate its debentures and shares? 

6651. Chairman: According to hig scheme it is the shares that are 
raised by the Provincial Bank and not the debentures that are raised by 
the all-India Central Bank. The depression is not expected to continue 
eternally. Any trade in the case of which there is some temporary depres¬ 
sion at present is likely to revive after some time. 

6652. Is it possible to gauge the period of depression in an industry? 
—That will depend on the nature of each individual industry. 

6653. You admit that there must be proper security for these deben¬ 
tures which the All-India Institute issues and out of which it supplies 
funds?—^There must be proper security behind the Government loans which 
are made to these institutions. 

6654. On what security will the Provincial Industrial Bank be advano- 
ing money to industrial concerns?—All that I can say is that ^Ilere must 
be adequate security. 

6655. Chairman: You say that for the sake of security to its invest¬ 
ments, the supervision of industries by one of its officers will be unobjec^ 
tibnable. Would you kindly tell the Committee what kind of Supervision 

have in-view and whether .one officer v^ill possess .-thq teohiiieal'inow» 
Iddgo’ Required? ifor-fhe-^sup^vision ofr oll'''the-ikuhisttieB;! with'whinhi:t|» 
^Hpttwl..^k TyiUl, We IJUj^eps.-rqlstiqpa?,,, .J^o^i,^tvat .ypu^l^^Tje 



Its 


^titution will cover all aocts oi induBtries in the province, that makes it 
all the more necessary for me to know your views <»x this question. If, 
however, you have not thought about the matter I will iop it. (No 
answer.) Supervision as to financial standing, stock, relations to the- 
markets, borrowing elsewhere, etc. 

6656. In view of the assistance which you propose that (^ovemmeat 
should render to the industrial banks, namely, guarantee of interest, loans- 
and subscription for shares, would you provide for the exerciset of adeqnate 
control by the Government on the activities of the industrial bai^?>-T» 
It is with that idea ^ that I suggested that there must be supervisioo by 
technical officers in the affairs of these industrial banks. A technic^ 
officer is not the right sort of person who can control the interest 
Government, i.e., the tax-payer, in a huge concern of the magnitude 
which you have now placed before us. 

6657. Dt. Hyder: Do you mean technical officer or financial officer? 

Witness (in answer to Chairman): Government will have to guarantee 

interest on the private shares, they will have to guarantee interest on- 
the debentures, they will have to advance large sums of money. 
These shares and debentures of the Industrial Banks should bc 
declared to be trustee securities by legislative enactments and certain 
institutions like the foreign banks and insurance companies should be 
coinpelled by legislation to invest a portion of their funds in these- 
trustee securities. All these will involve large responsibilities on 
Government. 

6658. What would you provide as adequate control on the activities- 
of these Industrial Banks? If you have not thought of that, you can say 
so.—Control on the proportion of cash to liabilities, soundness of invest¬ 
ments, general management, etc. If there is any lapse, a threat of 
reducing Government assistance ought to suffice. 

6659. Chairman: You say that foreign trade is well financed by the 
exchange banks. I take it, therefore, that the financial facilities required’ 
by exporters and importers, whether Indian or non-Indian, are fully 
supplied at reasonable rates by the exchange banks?—It does not neces¬ 
sarily follow from the statement made that facilities required by exportra^ 
and importers, both Indian and non-Indian, have been provided by 
exchange banks. 

6660. Your point is then that Indians do not receive proper facilities? 
—That is my point. 

6661. I take it, therefore, that when you refer to Indian exporters 
being encouraged, by means of restrictions on the operations of the presenlf 
exchange banks and by allowing the Imperial Bank to open exchange- 
business, you want really to secure more favourable terms to the Indian 
exporter than to the non-Indian exporter?—Yes, that is the position. 

6662. Mf. Manu Subedar: At present there are no Indian banks doing- 
exchange business?—No. 


6668, You are speaking in your representative capacity but you . are 
also fci e^erieiiced bapfer. So, you can say whflidier it wquld be easy 
^Ving ihttt filxistence an'IHdian bank domg excbange business?—tjn^<!f 
^6^dM|pnS, j^■'wou‘M be'^di^ "diSouit* 

.4 benks holdi,«t» 



As# tiw hm ; ot those deposits }b iKXi aTaB&hle to the Ihdiio 
'^sineat in«i^?i»iMo. 

6666. WiwelcrB, you ^ould Eke something to be done by whioh these 
funds ote be made available to Indians?—Yes. 


6667. Dr. Hyder: You have said in para. 1 of Section II of your mepio« 
fanduin “^e exchange banks are at present in a position to (Jiscriminatje 
not Only befireen exporter and exporter but between iu-ticle and article 
between'destination and destination”. Can you explain this to us JSJore 
fnfly ?—‘What I mean by that statement is that greater facilities £Uff 
available for non-national business men at the hands of the excdiaoge 
'hmlis. When I said between exporter and exporter I make a distinctiw 
{between Indian exporter and foreign exporter. 

6666. What are those facilities to which you have been referring?— 
Tacihties in the matter of discounting export bills. 

6669. Is it your view that all bills of Indisms are discounted at higher 
tstes?—The Indian exporters are unable to get favourable terms for 
•their biHs. 


6670. How do you distinguish ope article from another article?—I mean 
raw materials as distinct from manufactured goods. 

6071. Dr. Hyder : Your view is that exchange banks use discriminstknti 
in making money ?-T-Yea, because there is no fear of their funds remaining 
unemployed thereby. 

6672. Is that a fair business proposition?—That is my impression. 

067S. The exchange banks are there for the sake of profit, not for 
love?—They are there for the sake of profit, and they are in a position 
to dietate and enforce. 

6674. If they get their profit from manufactured articles, how can you 
nay that they run away from the profits?—I say that sufficient facilities 
•PS not offered; it may be that in certain cases they allow bills to b® 
dfseounted, but generally Indian manufactured goods do not get that 
tenount of fareility which they ou^t to. 

6673. What exactly do you mean when you say that they are in a posi¬ 
tion to discriminate between destination and dewtiaation?—They discsi- 
minate whether the place to which the export is sent is England or some 
“foreign country. 

6676. Is it not that really it is merely a fine rounding of the sentence 
rather than a fact?—I do not think so. 


6677. Mr. Bucldey: Wopld your Chamber kindly favour the Committee 
with specific instances to substantiate those three statements, viz., that 
exchange banks discriminate between exporter and exporter, between 
article and article and between destination and destination?—I shall try to. 


6678. Chairman: Will you please send, us a statement giving specific 
cases of the discrimination in these three classes of case^ I can assure 
you that the information will be treated as confidential.—^Yes. 

6679. You suggest that the stamp duty should be abolished in 

pase-ef three months'^ bills ar^ reduced by pne-h^f in,other dases. Tm 
iffadras Cornmittee, however, reooiBioend that thp.'duty shojdd wd iiasd 
by one-half in all cases and do not see any reason why bil^. for diidmnt 
■pisfiijn of bo taxed fd!'''Afferent 

•tell the Committee your reasons for' ffiakfiig' a differerthjfe- lfet#Ben otlfif^ lOT 
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fhpee znxMithg uaMUK An4 asMoa iai titis » Iba^ the 

krge majority of bills that are drawn are for daaii feoeds of f swnittit 
usance, but I think my Gbambw,would he agreeable to the ceeomnuoida- 
6an made by the MTs^as Trovincial Banking Enquiry Committee sot to 
inidce any dinerence between one claes and another class of usance baUs. 

'6680. You say (fcat Port Trust warehousing is primarily for export goodt 
and that there is no system of raising money on Port Trust waiufiouae 
reoejpta, which is a serioua handicap to trade land oommeroe. 1 eheuld 
like you tc make your point a little more dear by taking, f(r example, 
the case of ground nuts. I gather from the Madras Committee’s repaid 
that when the ground nuts come to the ports, they are already paid hot 
by the exporting firms in most eases and that the exporting hem is able 
to get advances from an exchange bank on the credit of the skipping 
documents and that in certain cases where the exporting firm’s eise^t u 
strong, the advances are also got on clean bills. Would you kindly toli 
me what further facilities are required?—I do not refer mdnly to the gmnnd 
nut export trade, but there are other commodities that are being exported 
town Madras. 

6681. I gave you one instance taken from the Madras CcmBiittee’it 
report. Would you admit that the facts in that instance, are as X l^ave 
st-eted?—That to a large extent is correct. Barring the English merosntU# 
houses who get clean credit from exchange banks, there are other mer- 
shantt who also export ground nuts, but to them the provision of ware* 
hmuan g and getting a warehouse receipt upon which they could raise 
torther credit would be a great help. 

6682. The point is that there are non-lndiaa exporting firms and Xndinii 
exporting firms?—Yes. 

6688. Could you g^ve us one «r two big Indian exporting firms doing a 
substantial amount of this business?—There is a firm called £. C. 
Jayarama Eeddy & Co. who export ground nuts abroad. 

6684. Where are their headquarters ?—Madras itself. 

6085. Mr. Ramdaa Panttdu: Do not Messrs. C. K. Narayana Ayyet 
«nd 8ons, do this business?—They are not in business now. 

6686. Mr. Buckley: Did not Messrs. C. K. Narayana Ayyar and SoB^ 
get any facilities from exchange banks?—^They did have facilities for a 
oensiderable time. 

6687. May I tell you that they had considerable facilities?— I am not 
disputing that. 

6688. Chairman: You admit that when they were in business they 
were getting considerable facilities from exchange hanks?—Yes, but the 
Exchange Bank suddenly lost confidence in them. 

6689. Are not Messrs. Eeddy and Company getting any facilities 
from exchange banks,* or are they getting any?—I am not quite sure 
vdiether they are getting facilities beyond a stipulated point. 

6690. I should like to know precisely what your answer is. Ane ttiay 
getting facilities or have you po information?—I have no information.^ 

668^. Tbeiief(W’et ao far as ^e grm^ r)ut ia o^esped. you ca p p f? ^ 

paeduee wy oopereto. iaabanto to ^evtsbl^idi 4hat eKWge hankp deal diSar- 
;pvfth. Off, ^ aon^-Iadiap; expertiiog 

firms?—My statement was a general one. 



6692. Therefore you oannot give any instance in regard to the ground 
nut trade.—Not at present. 

6698. You mentioned Messrs. Reddy and Company. The Com* 
mittoe will be obliged if, when you get' back to Madras, you wiU maika 
enquiries from the firm and let us know whether they are getting any 
facilities from exchange banks? This information will also be treated 
as confidential.—Yea. 

6694. Coming to other trades, can you give us any specific case?— 
There is the trade in hides and skins which is very largely done. In this 
case most of the goods come into the Madras port from mofussil stations 
and a provision of warehouse in the export market and issue of receipts 
would help traders to raise credit on those warehouse receipts. 

6695. As it is, in regard to hides and skins, are not there warehousing 
facilities at present?—There are some godowns belonging to private 
merchants. 

6606. And are not these facilities adequate?—No. 

6697. To the extent that there are facilities, do the exchange banks not 
give proper credit facilities on the warehouse receipts ?—There are no ware- 
liouse receipts issued at all; the goods are in private godowns. 

6698. And the private godowns do not issue warehouse receipts?—Their 
warehouse receipts are not negotiable. 

6699. Po they or do they not issue receipts? There are two aspects of 
it, they may not be issuing receipts, or they may be issuing receipts but 
the exchange banks may not attach any value to them. I was trying to 
find out the present position?—I have no information whether these godowns 
are issuing any warehouse receipts. 

6700. Mr. Jamal Mohammed: Referring to the ground nut trade, is it 
not a fact that some of the ground nuts which come to Madras are brought 
there after having been bought by the export houses?—Yes. 

6701. It is because the producers up-country have not got facilities at 
Madras to store them that many a time they are obliged to sell them 
beforehand. Is it not for the benefit of the producers of ground nuts that 
you are advocating the establishment of warehouses and issue of ware¬ 
house receipts, so that they can have better facilities in raising money ?— 
Yes. 

6702. As regards hides and skins again, is it not a fact that at present 
private godowns store them and there is no warehouse receipt which a 
banker would recognise?—^Yes. 

6703. You would admit that if a public warehouse were in existence 
it would give facilities for goods to be stored and while the articles are 
awaiting shipment, the producer or owner could take his own time to 
raise money on the receipt obtained?—^Yes. 

6704. Chairman: From your answer to Mr. Jamal Mohamed, I gather 
that this part of your answer refers not to warehousing at the ports, 
but to warehousing in the mofussil.. Is that really the position?—It applies 
to both. 

6705. The reply in your memorandum refers to accommodation at the 
poife. Ther^ is. nothing there its regards the'mofussil'and thb qdeirtion 
itse’lf doe# hbt'ijefer'to4he mofussil.' You Will find that the _8eetion 
Wfehi to the financing of forej^ tr^e’ {mdfi'ot 'tb 'hifeimalt^ae. ' J 
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to you that it refers to facilities at ports only.—The question refers to the 
present practice at ports. 

6706. Mr. Manu Subedar: With reference to the difficulties of the 
iiidian exporter in reference to exchange banks, the Chairman asked you 
about the cases of people who are in the export trade and are not getting 
facilities. I shall put to you the experience at other ports. It happens 
that merchants dealing in a certain commodity in a large way extend ^eir 
business and then they find that if they export direct and find a buyer 
in Europe, they would make more money. So they make this arrange* 
ment, but when they go to the exchange bank, they are told that unless 
the Emopean merchant opens a confirmed credit they would not discount 
his bills, but only take the bills for collection, with the result that if a 
merchant is discouraged in this way once or twice, he stops ddng direct 
export business. There are a large number of people who have attempted 
direct export business and stopped it, they do not continue in the absence 
of facility and therefore the number of cases of merchants who are actually 
in the export trade and who are not getting facilities may not be great, 
but the number of merchants who have stopped direct export business 
on account of being discouraged in this manner is large. Is it the case 
in Madras?—It is so. 

6707. Chairman: Will you kindly send us some instances of that 
also?—Yes. 

Mr. Lamond : This has nothing to do with the lack of facilities in the 
market of consumption. 

Mr. Manu Subedar: My point is that there are people engaged in 
handling commodities on a large scale up to the port and when they 
attempt direct export business they get out of it. There still remain large 
wholesale merchants in that particular commodHy, but they confine their 
business to collecting or accumulating the material from inland and 
bringing it to the port. 

Mr. Buckley: You are no doubt aware that it is the custom of the 
market in India for exporters to work on letters of credit opened by 
foreign buyers. That is a protection as much for the exporter as it is 
for the bank purchasing the bills. Mr. Jamal Mohamed will confirm that 
Madras is the greatest exporting port in India of hides and skins. 

Mr. Jamal Mohamed : It is not from every country that you get the 
credits. 

Mr. Buckley: After all is said and done, you must admit that a bank 
must have the right to say with whom it will do business and on what 
terms. There are, you know, good firms and there are weak firms. I 
put it to you that the hides and skins trade in Madras is largely in 
tlw hands of Indian exporters and that these Indian firms get advances 
from exchange banks against the hides and skins in spite of the fact that 
there is no Port Trust .warehousing. 

Mr. Jamal Mohamed: The foreign trade is well financed, but in certain 
sections of the export trade, their funds do not reach inland beyond the 
port of shipment. 

Chairman: The witness did not adhere to that statement, he qualified 
it, and said that it referred to non-Indian firms but that Indian firms do 
not get equal facilities. 

Mr. Jamal Mohamed: Mr. Buckley is referring to export houses being 
financed by exchange banks. In Ma^as we have 300 to 400 merchants 



drialiilg is hidu ud iddns of whom there may he a dozen who direotly 
export; they may be financed, but what about the others who want moneyr 
have their goods in priTate godomma and unless they sell their goods 
at the price of the buyer, they would not be able to get any help. If 
theta was a- warehouse, the goods could be stored in it and ,a warehouse 
teoeipt obtained which would enable them to raise money. 

Mt, Buckleff: What I wanted to say was that there is no disoriminS' 
tiott on the part of the Exchange banhs and the people you refex to- 
atw small dealers in hides and skins. 

Mr. Jamal Mohamed : But they are the actual owners. You advance 
middlemen and you are putting funds into their pockets, but the pro- 
dunera and owners go helpless. 

Chairman: Unfortunately, the witness when he elucidated the distino* 
tion between exporter and exporter, article and article and destination 
and destination, referred to the Indian and non-Indian. If he had then 
mentioned the big houses and the small houses, the position would be entire* 
ly different. As he represents the Chamber, we have to take his statement; 
as supplementing the Chamber’s statement and it is because he said that 
and he made a similar statement with regard to Port Trust warehousing, 
that all this has arisen. He has been asked to send us confidentially casea 
in which this discrimination between Indian and non-Indian is taking 
place and it is really with reference to that that Mr. Buckley was going 
to ask him a question. 

6708. You say that in order to prevent banking crashes, it is necessary 
that the banks should be required to insure their own stability with the- 
Banks’ Association. Would you kindly expand your idea and tell us ho,Tf 
this insurance would .work?—The idea underlying the statement is that & 
the absence of a Central Eeserve Bank, which would come to the help 
of other banking institutions in time of need, the Banking Institution* 
should themselves contribute from out of their own funds to an insurance 
fund and when they are being threatened by a run on them, the funds 
available, in the hands of the Association made up of contributions of the 
member banks may be utilised to tide over that period of run on the 
banks. 

6709. You say that the accounts of private firms and individuals doing 
banking business should also be subjected to periodical examination and 
publication. As you know, some of the indigenous bankers and banking 
firms also combine trading with banking. In these cases would the exam¬ 
ination cover both the banking and tradmg accounts and would the balance 
sheets be separate or combined for the two classes of operations?—If th'e 
examination has to proceed, both the banking account and the trading 
account should be examined, because from the banking account advances 
would have gone to the trading account, and the value of those assets 
have, to be ascertained. 

6710. But would the balance sheets be separate or combined for the 
two classes of. operations?—^It would be much better if they are kept 
'separate. 

fifll.. What would be the recommendatlion of your Chamber?—«-KeepiB|K 
of-separate - balance .aheets. 
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J US, You 9 ^ woird ‘baxUnr’ should he restrioted k> sp^roveih 

etB. 'Would you Ipwdljr e*pUitt what you meaa by 'appiowid’^-i-^Wa- 
have stated that the persops wo use the word ‘banher’ nwsh oh^j^ a 
lihense and that only those petso'na'it'ho are licensed shall be eallra bwahw*> 

6718. Chairman; You are of tbs opinion that the indigeioui baukera- 
ou^bt to take out a licence?—Yes, in my memorandum I have said thdt 
“indigenous banks should be licensed to act as acceptors or guarantors to* 
the other banks; they will work as their agents under prescribed ooudi- 
ttdiis, for the purpose of remittance, deposits collection, advamjcs,.etc,’’* 
Tberefore I envisage that the indigenous bankers would be brought under 
a licence if a Bank Act is passed. 

6714. I suppose you mean indigenous banhert and not bankt ?—Thak 
is so. It is only a misprint. 

6715. You say that restrictions should be imposed on foreign banidniz: 
oonoerns in India as to investment of their funds, limits of foreign, 
exchange business, admission to the Clearing House, etc. Would yort 
kindly tell the Committee what restrictiona you pre^se in regard fo each 
of the items?—With regard to deposits that they are able to attract in 
this country, we want that money to be utilised in this country itselfi 
No. export of capital to places outside should be permitted. With a view 
to promote the Indian banks taking to exchange business for the benefit 
of ih's country, the view of our Chamber is that some restrictions should' 
be placed on the operations of the foreign exchange banks working in thisi 
eouatry. 

6716. Is it your view that a monetary limit should be laid down by 
law within which the totality of the exchange banks will be allowed to* 
do the exchange business?—^Yes. 

6717. How would you limit their admission to the Clearing House?— 
t would restrict admission and admit only those banks which are registered 
in India in rupee capital. All other banks that are not so registered will 
have to clear their cheques through the national banks of the country. 

6718. Your first restriction is that no portion of the money deposited' 
with the foreign banks in India should be sent abroad and your object in. 
so doing is that this money should be utilised in affording better facilities 
to trade and industry of this country and make larger capital availablfr' 
for the movement of crops, etc?—^Yes. 

8'719. That being so, will you stop the Chettiyara from using abroad the 
Capital that they get through deposits in this country?—Certainly. 

6720. Would you also stop the general public from investing their 
monies in foreign securities, etc., thus making available such funds for 
the benefit of the country?—I would not place that restriction in the case 
of private individuals. 

6721. If you do not want to restrict private investors in foreign 
securities from doing soj what logical reason would you have for restricting 
an, Indian depositor who out of his own free will puts his money in wr 
foreign exchange bank?—The amount that is invested in foreign securities' 
is not quite so large. 

6722. Is it your information that the aggregate aiAount that is invested 
outsidiS this country l)y people,of .this couj^try ip securities,is not ^rge?— 
still T.wopld rioii Te^ct 'MdWdliial fmeddm in regard to "this naatter,- 
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though I have ao actual iafortaation on the point t'hcth^r the aggregate 
amount invested in such foreign securities is large or not. 

Laid Harkhhen Lai (to Chairman); W(>uld you please, tell us what 
that amount is? 

Chairman: I think it was Sir Basil Blackett who gave that information 
that that figure is quite a large amount, but I cannot say how much it is 
or whether it is correct. 

6723. Chairman (to witness): Suppose that figure is a large figure,on 
the aggregate, would you place the restrictions on individual members? 

No, I would not. 

6724. If large amounts of Indian capital were being sent out of the 
Cfiintry for investment in foreign securities would you by legislation stop 
that ;’—I would not stop that by legislation. All I say is that it may only 
bo a temporary phase. 

6725. But you do wish to interfere with the desire of an individual bank, 
whether it be Indian or foreign, to invest in foreign securities?—Yes. 

6726. Then in regard to the Clearing House you say that you will have 
no objection to banks with rupee capital and registered in India from 
becoming members of the Clearing House?—Yes. 

6727. In regard to others you would impose a condition that they 
should get their cheques cashed through the Clearing House through the 
medium of national banks?—Yes. 

6728. Would that not be again imposing a disability on the Indian 
customers of a foreign exchange bunk? Am I not correct in understanding 
your idea to be that every bank should be allowed to become a member of 
the Clearing House so as to avoid inconvenience to the customer?—That 
is so. 

6729. Would not some difficulty arise? Or would you think that 
people who still prefer to give theh custom to these banks must suffer that 
disability?—That is exactly my point. In the interests of the country, 
Indian exchange banks ought to grow and in order to facilitate that growth, 
this temporary inconvenience ought to be put up with in the larger interests 
of national development. 

6730. Mr. Jamal Mohammad: You are against the export of capital 
from India?—Yes. 

6731. In a country like India where the industrial development is still 
in its infancy, your idea is to conserve all the available capital in this 
country and your idea is to get more capital from outside as well if that 
were available?—^Yes. 

6732. And India is, at any rate, not in the similar position of other 
countries where industrial development has far advanced and where they 
are trying to find out avenues of investment of their funds abroad?—That 
is so. 

6783. Chairman: Supposing as an act of retalisation tHe foreign countries 
also refused to invest their funds in India as you want them to do, then 
what wouldhappen? —I am thinking of additional capital coming in from 
abroad only if it comes of its own accord. Otherwise we should be satisfied 
with our own capital. 

6734. Mr, Mann Bubedar". You think that by placing a restriction on 
the deposits of the foreign banks in this country, the funds that now go 



721 


to these banks' will be made ShT^lable tat the growth of Indian induatriei 
and that ii will go in as deposits into Indian joint stock banks, or invest¬ 
ment in Glovemment securities and such other institutions ?—Yes. 

6736. You also do so in the interests of the Indian depositors them¬ 
selves, for, at present nobody knows the exact position of these forei^ 
banks with regard to their Indian business alone, there is no audit in tHus 
country and there is absolutely no sort of Government control over them. 
Is it not so?—^Yes. 

6736. And about the restriction on; the export of capital, you said that 
normally you do not think that such export would be considerable and 
therefore you would not interfere with the liberty of private investors 
investing their monies in foreign securities. Are you aware that in 
abnormal times some of the continental countries like Germany, France 
and even Great Britain had to place restrictions on the export .'f capital 
from their respective countries ?—Yes. The country has its first claim over 
its ovTi capital. 

6737. Now in regard to reciprocity, I take it that you know that foreijjn 
institutions now operating in our country are doing business with Indian 
money rather than with imported capital into this country?—^Yes. 

6738. Your programme, therefore, merely means that we should better 
organise ourselves in this coimtry without interference from other foreign 
institutions, and that there is no serious danger of retaliation from abroad? 
—That is so. 

6739. Chairman: You said that if Indian depositors were prohibited 
from investing their funds in foreign banks, all that money would go into 
the Indian joint stock banks or other institutions which could be utilised 
for the industrial development of the country. Will not such Indian 
investors who deposit their funds with foreign banks at present, prefer to 
increase their foreign investment rather than placing their money with 
Indian joint stock banks in whose stability they may not be quite so 
certain? Secondly will not such monies go into hoards, as a gentleman 
who gave evidence before the Madras Banking Committee observed?— I 
do not anticipate such a contingency. 

6740. How is it that an Indian investor prefers a foreign bank rather 
than an Indian joint stock bank at present?—^Because there are only a 
few Indian joint stock banks at present. 

6741. Therefore, if an Indian investor withdraws his money from a 
foreign exchange bank, he has to place that amount somewhere. He does 
not find that there are very many Indian joint stock banks that can 
command his confidence. Therefore, will he not try to invest his money 
in foreign securities on whose stability he has no doubt?—The gener^ 
feeling in the country is for helping Indian indigenous banks and joint 
stock banks with deposits. As a matter of fact they are getting increased 
deposits now-a-days. 

6742. That is the experience of your Chamber?—^Yes. 

6743. Mr. Jamal Mohammad: Is it not possible that because the 
foreign exchange banks have the monopoly in doing exchange business and 
practically control the foreign trade of this country both in the matter of 
Texports and imports, Indian investors are influenced to palace their money 
with foreign 'hernks?—That is so. 

Voi.. HI 2 w 
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6744. Mr. Lamond: What is your idea of the Bankers* Clearing House? 
-T-It is an association of bankers voluntarily arranged to facilitate cashing 
of cheques drawn on them and to settle one another’s claims.—^You can 
not bring in legislation and prevent two banks meeting at a common place 
to transact their business. It seems to ’me your suggestion cannot be 
accepted. It is interfering with the liberty of the subject. 

6745. Dr. Hyder: You said you were agreeable to foreign capital 
coming into this country, if it would. Would you make your position a 
little more clear? In what shape will capital come in?—By f^ign 
capital I mean foreign funds. 

6746. You are anxious that this country should develop industrially?— 
Yes. 

6747. Therefore, foreign funds will come in through capital goods or 
other goods, is it not?—I do not think that corollary comes out of my 
statement. 

6748. Chairman: You suggest that foreign exchange banks should be 
asked to register their company in India and provide Local Board of 
Directors with 50 per cent, of the directors and shareholders being Indians. 
In the case of an existing bank which has already its capital in sterling 
and which does not require any further issues of capital, would you kindly 
tell the Committee how you would carry out your suggestion in practice? 
—If a banking law is introduced which Says that banks which want to 
function in this country have to register themselves under Indian Law and 
with the rupee capital, the existing banks which have sterling capital may 
have to float a subsidiary company. But the dif&culty can be met if the 
law makes it clear that co,ncerns only with rupee capital and registered 
in India can carry on banking business. 

6749. Is it your desire that such a law should be passed?—^Yes. 

6750. Could you tell the Committee particularly how you would en¬ 
sure that 50 per cent, of the shares shall always remain in Indian hands? 
—By providing a regulation that the transfer of the shares should not be 
effected to persona other than nationals. 

6751. So you advocate legislation?—^Yes. 

6752. You say that the authority to issue, renew or cancel licences 
should be the Banking Association or Institution. I suppose these foreign 
banks would also be members of the Banking Association. Do you think 
therefore that it is appropriate to give authority to the Bankers Association 
to issue, renew or cancel licences of its own members?—The Banking 
Association will have for its members only such banks as have registered 
themselves in India with rupee capital. 

6753. You suggest that the authorised capital and subscribed capital 
and subscribed and paid-up capital should have some definite relationship. 
Could you tell the Committee a little more clearly what definite relation¬ 
ship you would propose ?—1 would propose that the subscribed capital 
should be 50 per cent, of the authorised capital and that the paid-up 
capital should be 50 per cent, of the subscribed capital. 

6764. In addition to a definite relationship between subscribed capital 
and paid-up capital, are you in favour of laying down a definite minbnuot 
monetary limit for paid-up capital of banks either on a unifixm bady lor 
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■all banks or on a varying basis with reference to the locality?—It must 
bo on a varying basis with reference to the locality. Ton cannot hax« 
a single specific limit. 

6755. You suggest that a given proportion of the annual net profits 
should be credited to the General Reserve. Can you tell the Committse 
what proportion you would propose?—would in the first instance suggest 
that 15 per cent, of the profits should be credited to the reserve fund.. 

6756. Similarly, would you also make your proposal regarding^ the 
borrowings of the bank in relation to the paid-up capital of the ba^ and 
also the percentage of fluid resources a little more definite?—would 
suggest that the borrowing of the bank in relation to their paid-up capital 
should not exceed 15 times tleir own capital. 

6757. Lola Harkishen Lai: In England 10 per cent, is considered 
adequate. 

6758. Chairman: The paid-up capital is 10 per cent, of the borrowing? 
—Yes, including reserve. 

6759. Mr. Ramdas Pantalu: How much is it in the case of the co¬ 
operative bank? Is it not 10 times in the ease of central banka and 
12 per cent, in the case of the provincial banks?—I have not mention¬ 
ed any figure about fluid resources as I have not thought about it. 

6760. Chairman: You suggest that the balance sheets should show 
the advances in detail. Would you tell the Committee in what detail 
you would require the advances to be shown?—What I had in my mind 
when I suggested that was that the kind of securities on which the in¬ 
vestments are made may be made clear in the balance-sheet. 

6761. Sir Hugh Cocke: You would difierentiate between the natiire of 
lie securities? What sort of heeding would you suggest?—I have not had 
time to put it under different headings. 

6762. Chairman : You say that although in a particular instance of a 
'bank the assets even exceeded the liabilities, there was no help forth¬ 
coming for it to save it from the consequences of an unexpected run. 
Would you kindly give the Committee some more details of this particular 
instance?—I refer here to the People’s Bank of India in the Punjab. 

6763. You say that a kind of temporary moratorium must be pennitted 
when weakness is suspected in a bank’s condition and a proposal for 
amalgamation is on hand or is likely to be taken. Would you kindly tell 
the Committee whether you would fix any period for this temporary 
moratorium?—Yes Sir. I would place the powers of recommencing the 
temporary moratorium in the hands of the bankers and would .allow them 
to fix the period at not more than one year. 

6764. You say that foreign banks may be enjoined by statute to take 
Indian apprentices regularly. Would you make such a legal provision in 
the case of Indian joint stock banks also?—^Yes. I would advocate that. 

6765. Suppose no apprentices go to an institution because it is not 
large or well established. Could you tell me how you would deal with 
jsuch a case?—I have not thought about such cases. 

6766. Chairman: You do not want legal provision for it ?—I have not 
thought about it. 

6767. You say that indigenous banks should be licensed to act aa 
acceptors or guarantors to the other banks. Would you kindly tell the 
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Jpanuiattee wfaetiier by indigenous banire you are referring to the i&dtgenot|i» 
]|>ai^ers, as in your previous paragraph you have said that the word ‘banh’ 
should be restricted to a joint stock concern?—Yes. 

6768. Would you also kindly expand your idea and tell us in more 
detail the functions of these indigenous Bankers and the advantages you 
expect from your proposal?—The indigenous bankers are found in the- 
ooxmtry all over the places and if provision is made to accept their 
guarantee in the matter of banking business, it will result in a considerable 
extension of banking facilities in the country. 

6769. Is this the only function which your Chamber desire to entrust 
them with? If not, what other functions you want them to perform?— I 
can only state in general terms that they must be brought into the regular 
fabric or organisation of the country. 

6770. Mr. Ramdaa Pantulu: You say that “the agricultural or land 
mortgage banks and industrial banks may ^ also open current accounts 
whose funds can be employed in agricultural industries in which a quick 
tiuuover is a definite feature”. I want to know whether you would 
advocate land mortgage bankc to make short advances and to take money 
on current accounts?—The sentence has been loosely worded. 

6771. By ‘non-credit societies’ you have mainly industrial societies in 
view ?—Yea. 

6772. You are speaking of “an all-India federal organisation and depots 
in different centres for such non-credit societies so that their raw material 
and manufactured articles can be handled more economically”. Do you 
not think that co-operative centra! banks and co-operative provincial banks 
have sufficient reserves to finance industrial societies when they are 
started?—I refer to organisations for raw material and for marketing the 
products of these non-credit societies. It is to create markets and push 
them. 

6778. Something like the wholesale societies working for the various 
societies?—That is the idea. 

6774. Seth Haji Abdoola Haroon: You say that “public warehouses 
should be available in the ports from which imported goods can be released 
piece-meal on payment to the bank concerned.” By ‘piece-meaT do you 
mean package by package?—I have in view package also. 

6775. You mean you would get packages after packages released as 
they are required?—It may not be possible for small merchants to sell 
all the imported goods at a time. They have to release the goods to their 
retail customers only in small quantities. There must be facilities for 
further raising credit and releasing the goods piece-meal. 

6776. In Karachi the arrangement is for merchants to keep their own 
godowns?—I want further facilities being created, that is all. 

6777. Mr. Jamal Mohamed : You say that “either a branch of a joint 
stock bank, or a co-operative credit society or an approved indigenous 
banker should be available in all towns to collect bundles attached to 
railway receipts, etc.” It was your idea that because some joint stock 
hanks having no branches in other places may not be keen to handle 
business destined for other places, the trader should not suffer, but that 
they should either open a branch or might utilise other agencies that may 
^ in existence?—^Yes. 
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Q778. Was it yoar idea to givo pinfereaoe to fihe oo-t^erative bni^ker pt 
the indigenous banker over the branch of the joint stock baidtP-^No, 

Was not in my mind. 

677&. Where you refer to public warebouseSv I presume that it li*i( 
nothing to do with the present facilities which the banks give. You 'ai?a 
merely thinking of a future provision?—That is so. 

6.780. You. say that “if Indian exporters are to be; encouraged Xndwft 
joint stock banks should be helped to run exchange business by mews of 
ilestinctions, etCi’’ Do you think there is likely to be any difficulty ip 
Indian joint stock banka being able to do exchange business?—^No. 

6781. Is there anything inherent disqualifying Indian joint stock banks 

Indians to run exchange business?—I do not think there is any inherent 

disability in the Indian to run exchange business. 

6782. Indians would be quite fit to do the business?—I should tbinlf 
ao; there is sufficient Indian talent to carry on the exchange business. 

6783. And sufficient justification for a country like India to do it?— 

6784. Chairman : I think you said that if foreign exchange banks were 
got rid of, there would be no difficulty in filling up the gap ?—I said there 
was nothing in the nature of the Indian that is inherent in him to dia- 
-^alify him to carry on exchange business; there is sufficient talent in the 
country to work exchange banks when they come info existence. 

6786. Mr. Jadu Nath Roy: You say that “there should be disciplinaijr 
control over all banking institutions, and even private firms and individual 
doing regular banking business should be required to take out licence and 
their accounts should also be subjected to periodical examination and 
publication”. Is it your intention that indigenous bankers who do not take 
others’ money should be made to publish their accounts?—By ‘banker’ I 
inean a person who not only uses his capital, but takes others’ money. 

6786. You do not intend to place a restriction on those who do not 
fake others’ money?—I do not consider them as bankers. 

6787. Sir Hugh Cocke: You have made an interesting and rather a 
novel suggestion that in order to prevent banking crashes it is necessary 
that the banks should be required to insure their own stability with tbil 
Banks Association. I do not think you developed that point. Do I taka 
it that you mean that banks would pay a premium and get the benefit?-— 
Each bank who is a member of the Association will pay a certain percent¬ 
age out of the net profits to ensure help in times of need when, say, these 
«?e unexpected runs on the bank. This will only be a temporary ptovi* 
eioh till a Central Eeserve Bank is established in the country. 

6788. In return for that premium, would you expect a fixed measure of 
pssistance, and have you any fixed figure in view ?—1 have not thought 
pbout any figure, I have put it in general. 

6789. Do you think it a practical proposition for banks to pay u 
premium?—^It will be a kind of reserve, a sort of contribution towards th® 
msuramce fund to be utilised Whenever there is-an unexpected ruP. 

6790. You use the word ‘insufe’. Do you mean a deposit with the 

Danks Association which would come back in thne df trouble or 'do ydo 
;^aQ a on which you woidil get arretum,?-^! qousider it be 

« premium, but there will be no refum oh it. It will he to safegyqs^ 



Ui& institutions, and at c^e time or other the total fimds may have to be 
utilised for one bank. 

6791. In reply to the question whether there should be a minimum 
inonetai^ limit for paid-up capital of banks, I think you said there should 
be a m i nim um, but you did not specify any amount?—did. 

6792. Would not your minimum be fairly high? Would you have banka 
started with a small paid-up capital?—I would put it at a lakh of rupees^ 

6798. Do you think it desirable to start a bank with a paid-up capital 
of only one lakh of rupees?—Yes. 

6794. Mr. Manu Subedar: With regard to the scheme for provincial 
industrial banks, I would like to understand your stand-point clearly. You 
said that share capital should be raised in the province. Suppose a prt^' 
Vince was so backward that it was unable to raise the necessary share 
capital?—would put a condition that the province shall raise the share 
capital before it expects help. 

6795. That particular province may have enormous industrial possibi¬ 
lities, but its local savings not enough to give you the capital required or 
its local enterprise not enough to create a bank of the type required. 
Assuming that it was an extremely backward province, would it not be 
better for a branch of an all-India institution to be put there to carry on 
development on the scale justified by the industrial possibilities of the 
place?—The all-India federation I contemplate would come to the help of 
the industry after provincial institutions come into existence. 

6796. I shall put to you the advantages of having an all-India institu¬ 
tion. If an individual bank in a province could not be started for want 
of share capital, it would do away with the development in that part of 
the country altogether. Then there is the question of technical nssistanca 
which can be better supplied by an all-India institution. There would also 
be the question of uniform rates or terms of advance. An industry in 
Bombay, say, the cotton industry, gets 6 per cent, and its rival gets 9 
per cent., it would not be a fair proposition on the same security. For 
all these purposes, would it not be better if an all-India institution wore 
started, or would you rather say that so long as the needs of each individual 
province were fully satisfied, you would leave it to this Committee to 
institute a proper machinery?—^I do not foresee such a long period before 
any territorial area will remain undeveloped without procuring the neces¬ 
sary capital for starting provincial banks. There may be some delay in 
backward areas, but in course of time I expect there would be sufficient 
enterprise coming forth to start such institutions, at least on the model of 
institutions started in other places. 

6797. A provincial bank may be able to handle matters of a certain 
scale, but in the case of, say, kerosene, or steel manufacture, where a 
much larger consideration is wanted, would not an all-India institution Vie 
■ a■ better body to deal with these requirements?—^The all-India federation 
we thonght about was only a propagandist institution to whip; up funds for 
investments in , the various, provincial .banks and for arranging for the 
'flotation of deb&ntures, etc. 

Jhe Chairman, thapked the witnesses and tJhfe' Committee'rOte for ffee 
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TWENTY-SECOND DAY. 
Satnrdayi the 20th Septemhtf 1930. 


PfiBSKirr: 

Sir Bhupbndra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chaitman)r 

Mr. D. P. Khaitan, Lala HaRkishbjt Lal. 

Mr. F. V. Bushforth. Mr. R. W. Buckled. 

Mr. Manu Subedar. Mr. Jadu Nath Roy. 

Sir Hugh Cooke, Kt. Mr. G. K. Devadhar, C.I.B. 

Dr. L. K. Hyder. Mr Nalini Ranjan Sarkar. 

Mr. V. Ramdas Pantulu. Seth Haji Abdoola Haroon. 

Mr. W. Lamond. I 

Mr, V. K. Aravamudha Ayangar, M.A., C.I.E. (Secretary), 

Mr. R, P. Masani, M.A. (Joint Secretary). 


Captain Nalini Mohan Roy Choudhry and Mr. J. N. Sen Gupta, repre¬ 
sentatives of the Bengal Kational Obamber of Oommerce, were examined. 

fl798. Chairman: You represent the Bengal National Chamber of Com¬ 
merce ? 

Mr, Boy Choudhuri : Yes. 

6799. How long has yoxa Chamber been in existence?—Since 1887. 

6800. What is its membership?—^At present about ,815. 

6801. What is your position in that body?—I am r member 0 ^ the 
Executive Committee of the Chamber and Mr. Sen Gupta is the As 3 i»t- 
apt Secretary of the Chamber. 

6802. You have dealt with the requirements of the tea industry in your 
answer to question 1. This subject has been fully gone into by the Bengal 
and Assam Provincial Banking Committees and we had oiurselvea an 
opportunity to hear first-hand the case of the tea industry from a Tea 
Planters’ Association. I shall not therefore trouble you with many quea- 
tions on this subject. But I should be obliged if you would let me have 
information on the following point. , Are the ccmditions to which you refer 

answer to: question !■ confined tq Bengal or dof thby also apply t# 
Asesnl?!—Thdy. are opnfined to i Bengal. and,-part bf HiU-Tipporav wlfioh; iii 
an Indian State. 

fiS03^-!']^ht«^.ia based^ I taWit, io»]tih« :per8ctiiali«:fperience 'of :iiea gardens 
(WM^ledvhy itbw. Cl»8*9li|eis.!trrYBl. 
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6804. And the operations of these tn^bors confined to Bengal?— 
Mostly Bengal. 

,6805. Therefore, would I be correct in assuming that the conditions 
you refer to also prevail in the case of tea gardeM in, Assam owned by 
Indians?—^Ye8,*that is the position. I may inform the Committee that 
the gentlemen who appeared before the Provincial Banking Enquiry Com¬ 
mittee and also before the Central Committee to give evidence on behalf 
of the Indian Tea Planters’ Association, Jalpaiguri, are also members of 
our Chamber. 

6806. But is this based oni the experience only of the two gentlemen 
or of others also?—In the main our memorandum is based on information 
received from the gentlemen who appeared the other day befom ihe 
Committee. 

6807. They made it clear that the conditions you are talking of refer 
to gardens whose head offices are at Jalpaiguri. Are these conditions con¬ 
fined to those gardens or do they extend to gardens in Assam owned' by 
Indians?—^They refer also to Assam and Hill Tippera. 

6808. We are not concerned with Hill Tippera, because it is in an 
Indian State. Have you seen the unanimous recommendations of the 
Bengal and Assam Committees on the subject?—^Yes, we have. 

6809. The Bengal Committee was wholly composed of Indians and the 
Tecommendation was unanimous and was subscribed to by a gentleman 
■who, I understand, is a member of your Chamber?—Yes, but he gave his 
personal opinion and did not go there as a representative of the Chamber. 

6810. Whatever is there must be the personal opinion of the member 
who writes the report or who subscribes to the report’ after having taken 
into dohsideration the facts placed before him. As regards Assam, the 
committee was composed largely of Indians, but I think there were one of 
two Europeans. I find that these difficulties were brought to the notice 
of the committee not only by the Indian owners of tea gardens, but also 
by non-Indian owners. Still after examining all the facts of the case, the 
committee arrived at unanimous recommendations ?—At the same time, 
they waut better facilities also. 

6811. Everybody wants better facilities. That will be a matter for 
consideration by this Committee. I am only tryii^ to make sure of iny 
facts. In yoiu" memorandum you say “the existing machinery of industrial 
finance having failed to take care of such cases some other agency has to 
bis dte'rised having better equipment for more adventurous methods of in- 
.v^Mtment. ” And you say that such agency can most fittingly be an in- 
diistrial bank. Am I to understand from the words used by you that yju 
want the industrial bank to lend money either for fixed capital or fof 
wxsrking capital to these tea companies on security which would be on- 
aW 5 ept<d)le to an ordinary hank or lender, because you use the words 'more 
sSveritmrous methods of inveetnient’? At the same Mme I take It thai- 
it' i* nofyour in^eniti^ that the method ef 'lhtestnaent ^ould' not 
eafe?—By ‘adventurous’ we mean only sympathetic. 

T^e Asasfm report ‘has escamlnfed varihob ’ adpeets and prabtfelAIly 
•ome of the propositic«»i' 7 oh''pM«'’'fb^w«M ‘'*pvllt • 



tlHim aad they R<vy: "W« have the evideoce of zspresentativea the 
TFiMpur Industrial Bank and of the tlhdbri Loan QlO&ce to the effect' jihat 
they lend money not only for current finance, but lor block to 

certain Indian tea gardens on mortgage and that in ^veral cases hot 
the principal advanced but the interest remains unpaid.” Tftiat shows 
that in all ea^es the security offered is not safe an^it was .brougfai:.U>ut 
ih the evidence of tihe gentlemen who represented the Tea Planters’/A skk 
cii^ioh, Jalpaiguri, that the Indian concern or semi-Indian concenX’ wht 
had on a previous occasion lent money to tea gardens in Jalpaiguiiic.aiai 
certain terms am not now making advances on those terms. This iaisisry 
specific, and when I read the words ‘‘more adventurous” I thowghk tyOMi 
wanted the industrial bank to make indiscriminate advances withsiit 
tiding to obtain adequate security. That is not your intention?—No/ 

681&. We have been told that some of these concerns which are in, the 
stage, of infancy and which, if they got proper capital to fully develop 
themselves, would pay handsome returns on the capital invested. Have 
they ever tried to float debentures apart from the share capital?—^We do 
not know of any Indian company floating debentures. 

fi814. Referring to fairly organised middle sized industries like .rice 
miUs, oil mills, hosieries, etc., which are run by private individuals, you 
say that loans for meeting deficiencies in working funds are obtainable at 
■rates varying roui'd about 18 per cent, and that loans even on such tertnS' 
are not alwa,y8 available readily to all the borrowers. Would you kindly 
■ei^lain (1) why facilities in such cases are not available from established 
banks; (2) why the rates of interest charged by indigenous bankers are so 
high; and (8) why only some borrowers are able to obtain loans even at 
this high rate and others are not able to get them?—^There are very hw 
Indian banks who can lend money. We have in Calcutta, for example, 
only two or chree Indian joint stock banks, but their resources are very 
limited. They do not like that money should be blocked for a long time 
even to provide working funds. That is why industries have to pay a high 
Tate of interest. 

' 0815. We have been told by other witnesses that indigenous baidcen 
•often help these industrial concerns?—^They do, but they charge high ratee 
<5f mterest. 

6816. Why IS the rate of interest charged so high?- Is it due to th8 
nature of the security which is offered?—The lenders do not see whether 
the money is used for business purposes or not; they lend only on the 
personal security of the borrower. Even in the case of joint stock hnninegy 
they take the personal guarantee of the directors. 

6617. Because they consider the nature of the personal security to be 
eneb, they charge high rates of interest?—They do not take into eeasi- 
deratibn the natuixs of the business. 

,. .^18. Psobably they do not think there is much security which , th^r 
(^us^CiJa can offer in the shape of ifaqchinet'y, plant, etc. We are, herb bli. 
the question as to why the rale of interest charged is so high?—The 
er.has limited resources and. wants to make & 'grbat' profit.~ 

*' ^19^, .It Is n^ .a .question ol ^e*b\^i^s.' ttfe.wkntfl.'td iJto* 

fftg iaut suiriB^—^ere’ ik fib fio];fifietUiba^ 



6820. Mr. Sarkar : Would I be right in saying that there is no machin¬ 
ery or plant or stcwk or other goods against which the indigenous banker 
0 ^ lend, and so ke lends on. personal security and charges a high rate at 
interest ?—^Yes. This is the position. 

6821. Mr. DevadJiar: While speaking of jute, coal and other indus* 
tries, you say that most of them are being run on individual proprietary 
bedis (which means that they are not run on a company basis), the owner 
bringing in his own capital for meeting the initial capital outlay, etc. Why 
is'it'not possible to have these concerns run on a corporate basis? Do 
you'thereby want to indicate that there are not many people who have axL. 
interest in the promotion of such industries, who can rise superior to the. 
individualistic interest and come together as a corporate body to advance 
the.interests .of the industry in a corporate capacity, which would be recog* 
lused and which would certainly be a sort of inducement for the money¬ 
lenders t 9 lend nioney at a lower rate of interest?-—Even to corporate- 
bodies a high rate of interest is charged. 

6822. Then it comes to this, that the money-lender has no confidence- 
in the corporate character of the concern, but only wants to take the indi¬ 
vidual as his guarantee.—That is so. 

Chairman: I only wanted to ascertain whether this position which they 
complain of is due to the nature of the securities offered. 

6823. You say that the Imperial Bank of India, as at present consti¬ 
tuted, carmot undertake greater responsibility with regard to the financing of 
industries, being debarred from making any advance for a longer period 
than six months. In regard to middle-sized industries, like rice mills, oil 
mills, etc., do you think normally they require advances for working 
capital for a longer period than six months ?—^No, they do not require more- 
than six inonths’ advances. They sometimes require advances for the pur¬ 
pose of acquiring land, purchasing machinery, for extension of their 
business, etc. 

6824. Then you do not complain of any discrimination by the Imperial 
Bank towards Indian concerns as against ncm-Indian concerns?—We have 
got some complaints to make. 

6825. Could you send us confidentially specific cases in which, at least-, 
ip-your view, this disorimination has been made?—Yes, we can. 

6826. Will you please do so?—^Yes. 

6827. You will have to give full facts.—Yes, we shall support them with 
documents. 

6828. Mr. Devadhar: You say that the only solution seems to be that 
a distinct type of industrial banks should be set up in all the provinces 
concentrating their attention mainly to the financing of established as well, 
as new schemes of industrial enterprises. If you find that indigenous, 
bakers or indigenous banks are not financing industrial enterpriseg, bow 
ypul4 ^o.u expect ai^y of. ilie industrial banks to advance nnoney to these, 
in^psti^^i concerns?-:—The iridu®tr,ial banks will have .technical exuerts to 
guide them in their ooerations. 

68!J9 Ts .wur cpn^I^jpt against .indigepous bankers or .indigeppua banks 
as well?—Most of the Wig^ous-bah^ are coraiaercial hank's miJ thex, 
will find it impossible to Jock up their finances in .long lerm mveennexivs; 
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6680: Even these o(»nmensial banks are in the habit of giving ahot^. 
term advances for iperioda of 6 months or so, is it not?-=-Ye8. 

6881. Are not these loans often extended?—^That is not sufficient. 

6882. What 1 am driving at is that before you apply for loans frma* 
the Imperial Bank or other joint stock banks, the oonrtitution cm th* 
basis of which you approach these banks for loan must be of an approved^ 
character. Is that not so?—Certainly. 

6883. And what steps would you take for that purpose ?—In our scheme' 
for the industrial bank, we have explained that. 

I am talking of the ipresent conditions and not what is going to^ 
happen ?— 

Chairman ; I think the same feeling rung through in the rejxirts of the- 
Assam and Bengal Committees. Mr. Devadhar’s point seems to be this.. 
In the first place most of these industrial concerns are proprietary oon- 
cems. Then he says that as matters now stand indigenous banks or bank¬ 
ers are loath to provide capital on moderate rates of interest. If these 
facts as stated are correct, then these concerns do not get capital even 
from Indian joint stock banks or bankers on moderate rates of interest. 
The apprehension in his mind is that that state of affairs arises from the 
want of adequate security and his point is that until that state of affairs 
is improved, how can you expect even an industrial bank to advance money. 
In fact, it is really so to say, an amplification of the question which I put 
to you some time ago. 

6834. Mr. Devadhar: You expect some sort of help from Government- 
for these industrial banks?—Yes. 

6835. Will, therefore, Government be justified in giving assistance to- 
individuals who are running these oonoems on a proprietary basis or would 
they be more justified in giving assistance to corporate bodies?—They 
would certainly be justified in giving assistance to corporate bodies. 

6836. Mr. Khaitan : Is it not a fact that in the case of an individual pro¬ 
prietory concern the liability is unlimited whereas in the case of a corpo¬ 
rate or joint stock concern the liability is limited?—^Yes. 

6837. Therefore, in your opinion, would there not be greater justifica¬ 
tion for the banks to lend money to individual proprietary concerns rather 
th.in to joint stock concerns?—^We do not make any distinction betweea 
the two. 

6838. The only distinction so far as I know why preference is given 
to the joint stock concerns at the present moment is that the joint stock 
concerns publish their properly audited balance sheets whereas the indi¬ 
vidual proprietary concerns do not do so. If the individual proprietary 
concerns also disclose their actual balance sheets to the lending concern, 
do you think there is any inherent reason why help should not be given- 
to them as well?—They should be held on a par with other concems. 

6839. You were further asked why it is that these industries are nO* 

pfesent getting adequate finance and I think you said in reply that tho- 

pWwent- jbiut-stock banks are few in number and do not have: Jarfgef' 
and therefore did not lake to advance money against block («r 
Mihet*k«ig term.iadvanCes. As l read your mBinorandium,; is it not your 
point that the finances are not satisfactory so far as the middle sizeV 



iiitSwitriei rrthte thft&i s«oh big- ilidtMtries Kbe, jutte, ootdi ete., ai» o6n> 
loemed?—That ia-eo. 

6840; In this, I believe, you are corroborated by the Bengal Report 
•aerstated' in paragraphs 216 and 217 therein?—Yes. 

6841. I wot! Id like to ask you one more questic®:. What is your ex- 
:perience. abwt the operations of the Imperial Bank? Do they not mostly 
-oonfine their attention to the big industries irrespective of the fact whe¬ 
ther they are under European or Indian management?—Even in the case 
of a big Indian jute mill, I understand the management had to force, 
■difficulties. We know at least of one instance where the Imperial Bank 
did not help them. 

6842. I put it to you, barring possibly that single instance, the ImperiM 
l^k gives cash credit advances to these big industries in Bengal?—Yes. 

6843. As regards tea industry we have already had evidence from the 
'Jiolp&igun Indian Tea Planters' Assoeiation. And as regards the coa|.; 
industry, you say they are fortunately comparatively immune from Hifpi . 
ojjltles.' But may I ask, is it your experience that the Imperial Bank, aa 
a^.rulet'does not open cash credit accounts in respect of middle sized 
.industries like oil-milling, rice-milling, etc. ?— 

Mt. Latnond: We are at present doing that sort of business. 

In respect of even small oil mills?— (Mr. Lamond : Yes). 

6844. But is it not the general impression that owing to the smallness 
of the dealings of these small industrial enterprises, the Imperial Bank is 
rather reluctant to open cash credit accounts?—That is the general im¬ 
pression of course. 

6845. It is noi; possible for one bank alone to do all this financing 
bhsihess. Even the Imperial Bank’s funds are being fully used up in 
Shah advances. However generously they treat customers, industrial 
financing should not be the monopoly in the hands of one bank alone. 
Do you agree?—We do not like that the Imperial Bank alone should be 
asked to finance all the industries and that is the reason why we are 
advocating the formation of industrial banks. 

6846. As regards indigenous bankers you were asked as to why they 
chATge' high rate of interest. Perhaps you do not know what the reasons 
are why they charge high rates of interest. You say it is your opinion 
that the indigenous bankers charge a high rate of interest and you say 
this is not good for the prosperity of the industry and therefore there 
should be some institution which would adopt adventurous methods of in¬ 
vestment, which you have now modified to sympathetic methods of 
investment. Is it not so?—If there is competition, interest rates can 
be lowered and if there is a bank financing industries alone it will 
be in its own interest to see what industries it should finance and so on 

■apd; help them accordingly at cheaper rates. 

6847. Mr. Dtvadhar: In answer to Mt. Khaitan you said that the indi¬ 
vidual proprietary concern has an unlimited liability which is of far greater' 
adiVantage than advancing to a limited joint stock concem. Do you mean 
tn^ say that the money-lender understands the principle of unlimited: 
lildVlHty ?'. Are yoii not' aware that in the Case of a joifat stock concern^ fdMiv 
lOOna^ ssi'ad«aas«Nsl not only on the aecfuiifty of ihb joint stdek oonoerni bKA- 

oir tfad personal ae(Mii^ at the' diiedtoat of‘ the- rioecom ?—Tl^b jk 
ail-' 



:9848. Sir Hugh Cocke : You J»id that itite industrial bank wovtl^ be^ 
iiettar able to huonce the requirements of the industries through the 
of, its experts. 1 can understand that positicm in regard to the siarlmg 
of new industries but how will you advance the existing mdustries which 
may require further help?—They can ascertain the iposition and working: 
of the concern through experts going round and having a knowledge rtif 
the position of the concern. 

6849. Is this nut done already by bankers who advance to ezistiqg: 
industrial concerns?—This is done generally at present, but the industa^ 
banks will get a better idea of the requirements of new industries if they 
have these experts to guide them. 

6850. Chairman : You said that private proprietary concerns shcnild be 
treated on a par with joint stock concerns?—Yea, provided the seouri^ 
in each case is adequate. 

6851. The practice is that the tpersonal security of the directors of 
joint stock concern wUi be taken and there will be several of them—thei^ 
fore the position is that the joint security of several persons for an advance 
will afford greater security for the loan than the personal unlimited seouritiy 
of one individual. Is that not so?—single proprietor may sometimec 
be worth far more than half a dozen directors of a joint stock concern. 

6852. I admit there may be such instances, but have there not been 
several instances where a man very high in finances a few years ago has- 
got to a low ebb after the lapse of a few years ?—That is true. 

6853. Then in regard to short-term requirements, would I be correct 
in assuming that in the case of middle-sized industries reqtiirements would 
be more for block including extensions than for working capital?—^They 
would require both. 

6854. Chairman: Are we confining ourselves to middle-sized industries 
or larger industries?—We have been referring to smaller industries though- 
we are also concerned with larger industries. 

6855. So you support what you stated in the Bengal Committee’s- 
report ?—Yes. 

6856. If the existing position only is taken into account?—That is 
so. 

6857. Taking middle-sized industries, is it or is it not correct that the- 
requirements for short-term loan are comparatively small? They are small. 

6858. Therjfi.re what is required is additional facilities for long-term 
advances. You have already admitted that in the case of rice-mills, the 
working capital required is very small?—^It may be small but they require 
it very often. 

6859. But they have got something to produce; they can get it on 
the hypothecation of the goods?—^They are to buy raw material and sell 
it on credit. 

6860. Lola Harkiahen Lai: Sir, what is exactly meant by the middlsp 
nized industry? Is it the size of the industry or the kind of the industry 
that We have been taking into consideration?—^The nature of the industry. 

6861. Chairman: Therefore your requirement in the case of the middle- 
sized industries is also for the working of short-term capital?—^Yes; ehort>- 
term capital. 
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6062: Chairman: You point out that with a few -exceptions most 
Industries, specially those floated on a joint-stock basis, have often • 
rather too meagre capital to make their loan proposals attractive to the 
tanks. Do you agree that industrial concerns should first provide them¬ 
selves with sufficient block capital before commercial banks can be asked 
4o provide them with finance for working capital?—We agree. 

6863. You suggest there should be at least one Industrial Bank in each 
*major province. Some witnesses have pointed out that the establishment 

of an all-India bank, with branches in the provinces, is preferable to s 
system of independent provincial industrial banks as the all-India bank 
wiU be able to mobilise funds more easily and cheaply than the provin¬ 
cial banks. Would ycu kindly give the Committee your views on this 
'suggestion?—We are in favour of establishing provincial industrial banks. 

6864. You say that Government should guarantee a minimum return on 
the capital of industrial banks so long as the banks are not able to earn 
any profits. Would not such a kind of guarantee be indefinite and would 
it not be preferable to give this guarantee for a limited period of years in 
order that the industrial bank may take other steps to put itself on a 
self-supporting basis ?—The guarantee, should be limited to a certain period 
with regard to shares; as regards debentures, it will be for the full term for 
which the debentures are issued. 

6865. The guarantee should then be a perpetual guarantee. Is that 
your intention?—Yes. 

6866. Now, if it is a part of your scheme that the capital should consist 
of a certain amount in shares and a very large amount, i.e., 10 to 15 times 
the first amount obtained in debentures on which Government should 
^arantee a prepetual rate of interest, how would it act as an incentive 
to the directors of the banks who represent the interest of the shareholders 
in employing the funds at their disposal most profitably?—^We propose 
ihat there should bo Government nominees on the Board of Directors. 

6867. Where is the scope for the development of an incentive on the 
part of other directors of the bank who represent the shareholders?—They 
will do it from their own sense of duty. 

6868. Mr. Khaitan: You say that Government should guarantee 
interest on debentures. Is that your personal opinion or is that the view 
of your Chamber?—It is the opinion of the Chamber. 

6869. Chairman: You say that "the shares of the banks should be kept 
open for subscription for a period of six months, after which the whole of 
the unsold portion of the total amount issued should be taken over by the 
Trovincial Govermnent to be disposed of by them as and when necessary 

and possible.” I gather that a large portion of the shares will have to bi 
taken over by the Provincial Government and there will be debentures 
whose interest will have to be guaranteed by the State. W^y should not 
the concern in that case be absolutely a State concern?—^It is an extreme 
«ase but we hope that shares will be subscribed by the public largely. 

6870. Even under the present conditions in India?—^Present conditions 
-«re exceptional but we do hope that when normal‘times return, it will be 
{KMsible. 
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6871. Y 9 U say that debentures should be exempted from all eorts , of 
iiaxes. Would you kindly explain what taxes you are referring tp?-^taB;p 

duty for example. 

6872. You say that the capital of the industrial banks should be sub* 
scribed to some extent by insurance companies. In the subsequent pens* 
graph you say that if certain precautions are taken, the more faisifdtted 
among the insurance companies will find it worthwhile to join the i^us- 
trial banks either as ordinary stock holders or as debenture holders, X 
take it therefore that you are not in favour of placing any compulsion on 
insurance companies to invest in the shares or debentures pf industrial 
banks?—-We do not advocate compulsion, but we believe that if provision 
is made as suggested by us the insurance companies will of themselves sub* 
scribe liberally. 

6873. Mr. Manu Subedar: With regard to insurance companies you srn 
aware that foreign insurance companies which are working in this country 
do not, as a rule, purchase Government securities in this country and you 
have suggested that the bonds of the industrial banks should have Gov* 
emment guarantee. You are therefore giving these bonds the same im¬ 
portance as Government paper and you want to create a market for these 
papers, and you want that a portion of the funds which go to the insuranoo 
companies as premia should be invested in this country? There is no com¬ 
pulsion at present either on the Indian or on the English insurance com¬ 
pany and they arc at liberty to do whatever they like with the premia 
received from fire, marine or motor-accident insurance. Now in America, 
there is a regulation which compels insurance companies to put a certain 
percentage of their premia in American securities. Would you like a 
similar regulation introduced in this country? 

Mr. Sen Gupta: Certainly we would. 

6874. So you agree that the insurance companies should be compelled 
to put a certain portion of their premia in Government securities ini^d* 
ing the securities which the Government guarantee?—Of course we w^U 
not go so far as to say that the insurance companies should invest 
local premia in debentures of the industrial banks alone; but we would 
fully approve of any legal measure compelling them to invest the local 
premia locally. 

6875. Chairman: You say that it should be the duty of the varioua 
departments of the bank to compel the borrowing firms to accept - *41 
carry out the advice and counsel of the experts and trained men maintain¬ 
ed by special departments of the bank. If the industrial concerns incur 
any loss by carrying out such a policy, will not the bank be placed in the 
position of being responsible for the loss incurred?—The bank should have 
no liability for the losses incurred because it will form part of the contr^el' 
before the money is lent to the borrower. 

6876. Then, is it your intention that the liability which may arise out 
of the concern accepting the advice of their experts under a compulsion 
should fall on the concern?—We are only anxious to enforce the terms of 
the agreement. 

6877. Supposing I am one of the directors of your industrial concern, 
and I enter int.? a contract with the Industrial Bank imder which I agree 
that I shall always accept the advice of the various departments of the 
bank in regard to the management of. my business. I shall also say there 
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jn (jpn 9 ec(u 6 n.oe of this, my concern is put to any loss‘and may, aa- 
fc result, have to be wound up, the responsibility will be mine and mine 
alone. Is that the sort of contract you are visualising?—Yes. The oon- 
“traet should pro^ude that the party which borrows undertakes to follow the 
idvice of the experts of other departments of the bank?—^If there is * 
■ffiflerence of opinirti: the borrowing party may not take any money at 
"Tire presumption is that the liability of the borrower to follow the advice- 
of ^be directora of the bank will be limited by the terms of the contract. 

6878. Mr. Khaitan-. You have said in your memorandum that "the 
beuks should have special departments manned by experts and trained men 
whose business will be to examine all the schemes of their clientele and 
also to advise them whenever they may require it, and even sometimes 
volunteer advice and counsel which it should be the duty of other depart- 
inetits of the banks to compel the borrowing firms to accept and carry 
out.” So far as the industrial banks are concerned the borrower may 
require mcmey for two purposes, one is block account whether it is to 
complete a factory or whether it is to extend the factory or whether it be- 
■*0 replace old machinery by new; or the borrower may require working' 
capital. The security in the first case will be the block, i.e., the factory; 
the security in the other case will be the liquid assets consisting mostly of 
the raw material, the finished products, the stock in process, the stores 
and other things. When the industrial banks are approached to. lend 
money for block purposes, is it your idea that the borrower must submit 
his scheme to the industrial bank specifying the block purposes for which 
money is wanted?—^The industrial bank will, with the help of the experts- 
and trained men, go through the scheme and if they find that the carrying 
out of that scheme will help the particular industrial concern, the indus^ 
trial bank will agree to give money for those block purposes. 

8879.'Now having once got the scheme examined by the experts, is it 
your ©pinion that it will be the duty of the borrower to carry out the 
sqheme in its entirety and not to modify the scheme without the express- 
consent of the industrial bank and will it be the duty of the industrial 
bank to see that the scheme once agreed to is strictly followed without 
any alteration by the borrower unless he has obtained the express approval 
of the bank authorities?—That is what we mean. 

6880. Mt. Khaitan: As regards working capital, perhaps what the 
industrial bank would do, just as the Imperial Bank does, is to enter into 
■yearly contracts for lending out monies on the security of the liquid assets, 
e.g., raw materials, stock, goods in process of manufacture and so forth. 
If the industrial bank finds that a certain industrial concern is not being 
run on proper lines, then the Bank will advise the borrower that certain 
i^jecified changes ought to be made in the method of carrying on his work. 
If the borrower listens to the advice, then the bank renews its agreement 
for giving working capital. If the bank, however, finds that the borrower 
is going on in the wrong way and the funds of the bank run the risk of 
being jeopardised, then the bank will not renew the agreement. Is that 
not so ? 

Mr. Boy Choudhari: Yes. 

6881. Chairman'. If that is your view, what you have said requires 
Bbme modification. You said just now that the requirement for block 
okpital should always be given on the security of the block. 
Thfere-fore if that security is not there, no advance should be 
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given. It is limited to that extent in the first instance. Even 
BO, you have not arrived at the solution. I was trying to find out what 
your Chamber had in view. You say that plant and machinery have to 
be installed and you tell the concern that if they accept your advice in 
regard to the block or the extension of the block, plant, machinery, etc., 
you will make them the advance. They get the advance. It may' even 
then be secured on the existing block as the plant is there. But thereafter 
they may work it in such a way that the block becomes valueless and may 
have to be sold for a song. They may mismanage the concern and the 
lending bank will have no control. Therefore I thought that you wanted 
to. ensure the second part of the control. But it seemed to me that there 
would be practical difficulties in the way of ensuring that part of the control 
and I put the question to you in order to find out how you would ensure 
that part of the control. From what you now say, your intention is that 
ndoney should be advanced for block or extensions of block on some tangible 
security that may be there without tmy stipulation or any control on the 
part of the bank as to how the business is to be done, and thal COM 
result, in three or four years’ time, in the block, for which the bank ad¬ 
vanced money, becoming so valueless that it may fetch only a song wlien 
the concern goes into liquidation. We will leave the question at ttiat. 

6882. You say that if a groqjKtf persons intending to float an industrial 
company approach the provincial Industrial Bank for capital, the Bank, 
if satisfied, should underwrite the whole amount of the capital. Ik has 
been suggested that it will be more satisfactory from the point of view of 
the industrial bank if the promoters of a new company were tEemscdves 
asked to put down a certain proportion of the initial block capital required 
by' the company before approaching the industrial bank for finance. Would 
you kindly give the Committee your views on this suggestion ?-t-Wb refer 
to pioneering'industries built with State aid which have established tbfeir 
position, or an industrial company' which has passed the expeiimetiiaf' 
stage and wants to make it a commercial concern. 

6883. Therefore it has already provided the initial block capital P'-rJ’er- 
haps a large portion of the capital. 

6884. Therefore you practically accept the suggestion. If you say it is 
your intention that an industrial cdmpiiny, before it approaches a bank, 
must have established itself and floated a considerable amount of capital, 
that practically is accepting the suggestion?^—^Yes. 

6885. Sir Hugh Cocke: Do you refer to persons intending to start aji 
industry?—There are some pioneering or experimental industries which have 
passed the experimental stage with their own money and when it is found 
that they have' sufficient prospects, they go to the bank for help. 

6886. Therefore they have no capital of their own?—They may have 
some ’ capital. 

Mt. Buckley: It may be some private business being floated into a 
public company. 

6887- iHr. Devadhar: Would you like the industrial bank to start the 
industry and also manage it?—No. 

6888. You would confine yourself to finance?—Yes. If a private cop* 
cem intends to convert itself into a public company, the industrial bank 
may underwrite the whole share capital. 

VOL. Ill S X 
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v6889. ^ir,,tfM9hiQqcke.: ’^Afhen, y9y,(ftay tjiei wbQie.i-^^ejcapjj^,,,-;^, 
it tliat ajjes^y sp^t.,a;Coupl9 p4 la^a on ,^ha^, ■Yei^\;u;e 

.V^oujd jbe ,prepared to tiab^ sjiares; tkprefore to tbat ejttent, tkp iuftusti^ftl 
bAob would not be called Ufion to underwrite ?—It may underwrite the 
residue. 


6890. Mr. Devadkar : In that case you also take the responsibihty of 
running the concern unless you mean this would be a double function.?^ 
But the bank undertakes to sell the shares and so put them in the market. 

^91. In addition to the financing of a particular industry, would you 
like the bank to undertake the organisation of it, e.g., the starting of the 
work?—We do not think it would be practicable, 

. . ,689^.. Mr, i^hditan: Take for example the oil field^ .Suppose a persQn 
.pbtains a license to prospect a field, .lie has explored and done the pros¬ 
pecting a^id finds,, thet Ihcre is.^a sufi&ciept;,q.uant^ ojf oil.pr,. say, .coal, or 
f*ft .^ii^rjbaying^.saUsfied himself thati,,thi 6 -cpuld he inade. 

Iwisipcsslike, proposition, hp.wishes to .floal a cpmpany.gnd work ^he.oilfipld. 
]ft,/he fia,n satisfy, ^e industrial bank thgt, the prospepts, of the Qilfield .is 
fiujte goo^, do,.y.ou. think the himk,;should,,h^. the .prpmqtpr (WithiWdiffr 
•Wl^ilipg the whole e™ount of-capital and besides subscribing a substantial 
portjpn of tfi.e shares^ undertake, to seir"the rest? tio, you conten^late 
of| ^th,at character ?—'that should b® the ideal position which a pro- 
pose^^.industrials bank should to satfain. 

id^po^itiop, but is it part of your 
Bohepm or .opt?—I think, we have not that in view. 

6894. When you.xefer to.the .non-major, provinces, hav® you- ia -muid 
Areas that.are now, directly administered by- the Central Government 

like Delhi, Ajmer-Merwara, and Xorthr.West h'rontier. Province,,. s nd thp 
■ptownca-.pf Coorgi-^By nMtjor.provinces we only meant the Presidencies 
of Bengal, Bombay and Madras. 

6895. For the other provinces you-advocate a different system?—^Yes. 
An industrial survey will have to he made for them. 

6896. Api I correct, in,, assuming that .yow .inteplijoa, i» ith^t’ ifiduetrial 

banks should boi^wnly.,concerned ^ith proyidipg fiimncni fo,c bJoek-capifn* 
including , initial sherOiOdpital -^hd laley extensions ^qd;tiink,th,qy wpifid, pro¬ 
vide finance for working .nppital .pply, if rthey have surplus,fiindsiy ftnd. if .,aQ, 
-Lt^e ,it thaii :youmindus.t;;ial,,banka, would-not . take short-term deposits 
from^the public?—They can take short-tefm deposits. 

- • ‘-‘.I ^ • /.V, 15-..;• j ’NdiF-’ ’ 3'_ I,:. ‘ - 

6897. You would not object ,to, their taking ,short-term.,dap,osits?^I}o., 

6898. You say that having regard toc. the nature and- extent of the help 
which, the Govermnent should extend to . these industrial hfuaka, the-Gov¬ 
ernment should reserve the privilege of adequate representatipn on .the 
directorates, iqj^ibnlianks.- ^hat do you mean by ' adequate’? t—J ust to 
safeguard the^torests of Government. We would confine this to a mini¬ 
mum of one-third. 

^T'-* • - • i: • i . . • ' - -T" , "T 

6899. But if Government is to get a representation tp safeguard, its 
interests, under ,your scheme the intereats of Government will he very large 
and they -must have a majority ?—In any case we want to have a certain 
degree of public control. 

’ r. : -. ^ t r ' , ’I ' 4 f-.* 

6900. You apparently want the taxpayer through Qovernment to practf- 
calfy 8 nd everything and all that the shareholders or their'representatives 
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will have to do is to earn a return on the amount they hare pre^vided?^ 
We anticipate' that Gb'^emment will have a larger representation so long 
as they hold'the shares unsold. 

6901. When you say ‘larger’ does it mean more than half? Is ii your 
intention that at any rate up to that stage Government should have a 
majority on the Board of the Directorate?—That is so. 

6902. Sir Hugh Cocke : You would also provide that where the- 
industrial bank finances a particular concern which is a limited company, 
the industrial bank should have a representation on the board of that com¬ 
pany?—Yes, we want that. 

6903. Chairman : I take it that even if the Government have sold . to 
the public all the shares held by them they would, in view of the perpe¬ 
tual guarantee they give for the interest on the capital, haVe 
some representation on the directorate of the bank. Would you kindly 
explain what representation you would give and whether Government direc¬ 
tors would be flowed any power of veto?—Government will still have a 
representation of one-third, but there should be no power of veto. 

6904. Another chamber of commerce, also from Calcutta, has said that 
“Government should, through its representatives on the Board, take care 
to. see that money is not, advanced without sufficient security, that every 
scheme is examined thoroughly by experts and that there is no favourititifh 
in the treatment of industries or-concerns conducted by particular Indi-, 
viduals or firms.’’ Would you agree to a similar condition?—It will be 
for the industrial bank to decide this. 

6905. This statement was made by an Indian chamber and apparently 
even they are afraid that there might be other difficulties, e.p., favouritism 
in the treatment of industries, etc.?—There should be a safe-guarding 
elaus'C Kke that. 

6906. Therefore you'would bcCept that Government, through itg' repr< 0 > 
sentativos on the Board, -should take «Bre to see that money is not- advanced 
without sufficient security, -that’every scheme is examined thoroughly ■ by 
experts and that there is no favouritism in the treatment of industries or 
corioerns conducted by particular individualg..or firms?rp^We agree.. 

QQ07. Mr. Khaitan: You say that “Government should reserve the''p#fti' 
vilege of adequate representation on the directorates of the'banks, whidh- 
should also consist of representatives of the financial, oommerfcial-• and 
industrial interests of the, respective areas served by them; sharehcdders, 
of course, should have a proportional representation.'’ Bo you ^btild’^Qik^' 
to have three classeS-of directors: Government directors; directors■•‘repirSM: 
seating'financial,■'commercial <and'industrial 'interests; and direStordf.trho 
Would be representatives of'shafehelders ?—^Wie > advocate^only two''dl9B60al 
Government will nominate'directors and stee that'aJl classes are represented 
from a panel elected by the Chambers of- Commerce. 

, 6908; 'Wliat proportion would you give to Government?—Minimum 
one-tHird. 

6909. Chairman: So long as Government hold unsold shares, you’hav* 
already- said that Up to that- stage you want that Government reptesetita-' 
tioU’On the- Board of the Directorate'should be a majority. 'When Gov«: 
emment have sold to the public all the shares held by them, you- say that 
the number.-of Government directors;should be-one-third minimum?—It is 
a specific limit; it is neither a maximum nor a.piinimum. 

O rt 
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6910. Mr. Khaitan was perfectly right in the line he took, via., thak 
apart from Government directors, there would also be the other representa* 
lives you mentioned. You now say that in the portion of the directorate- 
which consist of the representatives of Government these would come in- 
I do not quite understand what sort of directorate you will have?—Govern¬ 
ment will exercise nomination out of a panel of members elected by the 
different Chambers of Commerce. 

6911. Mr. Khaitan: I do not know what the size of the directorate would’ 
be. If we take, say, nine directors, you would reserve one-third to Govern¬ 
ment, when Government would have the right of nominating three out of 
nine. Out of the three you expect Government to nominate also the re¬ 
presentatives of the financial, commercial and industrial interests. I think 
the financial, commercial and industrial interests themselves would occupy 
the three places. Perhaps you will agree that more than nine might make 
the body a little unwieldy. You might make it twelve. Even under a 
scheme of twelve directors, you give the right to Government of nominat¬ 
ing four, so that there will be one Government officer and three representa¬ 
tives of the financial, commercial and industrial interests?—That is our 
idea. 

6912. Mr. Manu Subedar: Would you, as a rule, have a purely ad¬ 
ministrative officer, like the I. C. S. on the board of these industrial 
banks? In your opinion what would be the qualifications of Government 
nominees? Would you have an 1. C. S, man who'^ould probably turn 
down every proposition which comes before the Board?—How can he?' 
Government nominees will not always be in a majority. 

6913. But they would be in a majority up to the stage when the shares 
afe held by Government, so that at that stage the I. C. S. influence might 
dominate the Board and no progress could be made. 

Chairman: That is an assumption, which is practically going to a politi¬ 
cal question. The I. C. S. may be wholly Indianized by then. 

6914. You suggest that statutory obligations and restrictions should b» 
placed regarding the ‘national’ character of the industrial enterprises re¬ 
ceiving help from the banks. Would you explain a little more fully your 
suggestion in this matter?—The primary object of these industrial banks 
should be to foster Indian industries; therefore no concern dominated by 
non-Indians, in respect .of shares or directorate, should receive help from 
industrial banks. 

. 6915. You mean that the concern itself should have a share capital, 
the majority of which, say 50 or 75 per cent., should be held by Indians 
and that on the directorate there should be a majority of Indians ?—Yes. 

6916. I take it you will also provide, either by legislation or through 
the articles of association, that no shares held by Indians should be allowed 
to pass into the hands of non-Indians?—^Yes, not more than 25 per cent, 
of the shares should be held by non-Indians. 

6917. Mr. Manu Subedar: Is it your intention that these restrictions: 
as to the shares passing into the hands of non-Indians should be with 
regard to concerns to which loans are given or does it apply to industrial 
banks also? Supposing a foreign syndicate decided to acquire controlling- 
interest in one of your banking institutions, would you allow that?—No. 

6918. There too you would have some restriction, either by law or- 
through the articles of association, against the possibility of shares held by 
Indians being transferred to non-Indians?—Yes. 
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6919. Chairman: You also suggest that limit should be placed on th* 
■extent of non-national participation in the share capital of the industries 
financed by the banks. Would you also expand your idea in this sugges- 
"tion a little more fully?—Our previous answer covers this. 

6920. You say that the existing exchange banks confer distinct advant- 
•ages on the non-nationals carrying on export and import trade in India and 
that Indian traders are confronted with difiBculties owin^ to racial basis. 
Would you kindly give the Committee any instances of such racial bias? 
You could give it to us confidentially if you prefer to do so?—We cannot 
give any particular instance. Our Chamber is of that opinion and every 
member is of the opinion that such racial discrimination exists. 

6921. You cannot produce any concrete case?—^No. 

6922. Mr. Manu Subedar: Were you unanimous in that opinion on your 
<3ommittee?—Yes. 

6923. Chairman: When you go back to Calcutta, would you be.able to 
send us a concrete instance?—We may, we cannot say definitely. 

6924. I think you told us that you would send a concrete instance of 
what you consider racial discrimination on the part of the Imperial 
Bank?—We have got it here and wo will hand over the papers after the 
meeting. 

6925. Chairman: You say that the committee of the chamber have re¬ 
ceived information from some members that without confirmed bankers’ 
letter of credit from abroad no credit facilities are available from any im¬ 
portant banks in Calcutta. You add that as a rule for the shipment of 
food products such as rice, etc., confirmed bankers’ credit is not available 
and business is done generally after inspection of the food products at the 
port from which they are exported. Would you kindly explain (1) who 
makes the inspection, (2) after the inspection is made, whether the 
exchange banks take over the bills on the foreign importer for collection, 
and (3) whether the Indian exporter gets any advance from the exchange 
banks pending collsction of the sale proceeds of the goods from the foreign 
importer?—This is a complaint made to us by one of the members of ouT 
chamber. The name of the concern is Indo-Swiss Trading Company whor 
carry on extensive business with Germany and Czecho-Slovakia. Without 
reference to them I cannot give any further information. 

6926. Mr. Buckley: Would you very kindly ask the party in question 
to give you full particulars about this which you will please communicate 
to us confidentially?—We shall do so. The party has left for Germany 
and we shall have to communicate with them which might mean some delay, 

6927. Chairman: Have not they got their office in Calcutta?—Yes, they 
■have, but full particulars will not be available from the Calcutta Office. 

6928. Any way, we shall be obliged if you can get all the information 
before the end of October?—^Yes, we shall do so as early as possible. 

6929. You refer to the facilities for clean credit and say that there is 
unmistakable bias against Indians and clean credit is given only to Euro¬ 
pean merchants. In the matter of clean credits you will ngroo, that |th0 
banks.will have to he glided,by the standing of the client. Can you giyp. 
any instance of an Indian client of good financial .standing being refuse^ 
facilities for clean credit by exchange battfc8?-T-We do not know of any 
case where clean credit has been granted to any Indian m®^°hants. They, 
experience difficulty even in the matter of discounting documentary 



742 


bills and that in the case of concerns which are financially very sound, 
71^8 jthfi.iQpwioBiiofjfthe .phan>be»i:' 

B'iiclAey - 'Ubcuihetitary bills are not credit, are they?—^No,. 
what I say is that even there they experience difficulty; 

6981. Can you give the Committee in this case as well specifis 
instappes?—Y 9 U. mifst,, however, repiember whether, a bank discoipats.-.i^ 
d^k>pfp.Qutary h^H* W not depends entirely op the standing of the pactyj?—^ 
0 |,iC 0 ur(Be,,we lagree in. regard to the latter point. 

6Q8fi. Mr. Sarkar : Would it not be possible for the Exchange Banks’ 
Assooiation to furnish details ■ of cases in regard to this? {Qhairmcm). 
The Exchange Banks’ representatives definitely assured this Oomirtititeo 
during their oral examination that this is entirely a matter for the banks 
who decide individual eases on their merits, that there is absolutely no- 
question ,of racial disGrirpination, and that cases are decided on, the position 
and standing of the firm in question. So then, that being the case, it is 
for the parties who make complaints against the exchange banks to hand 
f« fipecific ihstamces (confidentially if desired) to enable us to pursue the 
matter with the parties concerned. 

0983.' Mr. Khaitan: Evien if specific cases are furnished, it can alwaya- 
be said that they were all cases below the standard which did not deservq 
help. 

Mr. Buckley: You know Mr. Khaitan, after all this is a thing for the 
wholp Cprnmitiffie to decide on the .faqts of the case placed before ,ithepa,;„,. 

0934. Chairman: Mr. -Buckley is absolutely conreet,- that it is a matter- 
for ,ti^a^Co«jmi(bteq toodeciden (Toi the .witness) • When you-get back-ttr 
Calcutta) i 0 (Hild you , .send -ua at least'.one concrete .case-bearing on thia 
pcimtiea alaorip regard to your further statement -that thered^ discriminan 
tioa-E'gainst Indians even in the matter of discounting documentary-bills5Vr>- 
Wb shall itry. 

090Si You say that private firms in India doing banking business as are 
prepared to accept a scheme of official inspection and undertake to submit 
periodical returns regarding their state of affairs may be granted the priviv 
lege of using the appellation “Banking Company”. May I know if you- 
■would .allow other private firms which do not register thefnselves as banking, 
aompanies -to receive deposits from the public?—-No, we would not.- They 
would also have to registar themselves and' submit periodical returns. 

0686; They will'have to submit returns and' accept -tbe schenie of official 
inspautionj” Is that what you say?—^Yes. 

•0937; Would ^OU'Stop by legislation'the choice of the individual who 
deposits his money with anybody in whom he has confidence?—We cannot 
Sjtop; it legislation, but'such firms or individuals will hot be permitted 
to use the appellation 1‘Banking Company” or-“Banker”. 

6638p Would you allow them to receive dejioBits from the public?—^We 
canabbiprefvent them from dding so. 

6689. Mr; Khaitan : Yotf' say “Eegarding private firms in India doing 
banking bukinesa the Committee would suggest that such of them as are 
prepared to accept a scheme of official inspection and undertake to submit 
periodical retums regarding their State of affairs may be ^amtfed the privi-J 
k)ge><»£-using the appellation “Baiikihg Company”. As it is, according ixr 
yO», the only J facility ""that yotf would give to a’ optiaeril doing btisiheatf 




uBder such restrictions is to use the appel}ation “Banking 9^^’^ 

uui ; 1 JJlvj i '1 jr J., 1 U , / 

'"'6940 Is it withjn vQwr knowledge tjiat many indigenous 
Bei^'use tiie appegS 
knolledge that sevL^ wejV}aiown 

\ _i. +.110+. onnAll<i.f.iAn fitid Dftturwlv tHCV 


knowleQge tnat severai ^ ^ - 7 . r%r. 'i«ri 

K^'in^ue^d t6' an6ept 1 *^^eh»ne of bfficial'' iWec^^ dridf^aW ^ 

^bdiit/^pei'ioaicSl' relfuma; ^'' ■ '^' .' .I ^ 

6941. Chairman: You say that an Indian bank, however, well ravag¬ 
ed it may he,- finds it extremely diffibult to take 'over the exchange hd^sff 
which is yieidiiig profits to hon-indian companies 

Have- you any Tellable information of the-profits made by ihe_e»& ha!^ 
banks from the Indian business and how they compare with the^pW^ 
made by the Indian ban^s jn %eir interna^ business?—^Ir. San 
Their profits'roughly come to about f^wo crores. At present the o^ofiap^: 
banks 
otf B*. 



of their profits estimating x --o- --—--- | 

bhsis’^ trie •’dlfterbtiee’'lj^t^een'their buying Afad' seflin^ rates,” Tia., ’ 
■v^hiSh means'V p^' bent.‘ . ^ ■ 

vHQU'i :? lUi. in,in , •! 1 *-*. 

6942 As regards the profits made by Indian banks, have you any in¬ 
formation ?—We have not got su^ient mformajion wi^h usjo »b^ to 
dbWfit^' ismale^buf wd |b-s'ay that the profit w|^h is now e^- 
^“b^'tbh h^cH&g’^bani^s in this'country is enough to inoTice anjr ^gjgQ 
bh'nr'to takS OTchdlige busihriss.'* ” 

tjL,*' i j% fiil-i. Irtv Jii tulvT I /Ucoi <J.- 

6943. Mr. Manu Subedar : It is possible to ascertain the profits rf the 
Indiair banks from’ thdir Halance-Bheets^ 'bht-whit about thb prbflW Wh^ 
tbb-'eicbange banks”gfet id this o6un^? ""The}r batenCe she^'^iroe^ toV 
contain any such information. Is it’TKnr 66?-^Yb8. 

6944. Therefore we could not know what profits the exchange banks 
ms^e in this country?—^No, we canpot. 

'^0945.' But your idea is that the amount of profits they make is v^. 

largB'^—’^Y.eSl' 'I- •' ' ' ■ 

6 ^ 6 . lii the absence of statistics, it is diffici^ to form an^ idea 
exact" pofife%adb’■by''’the '^b^aiige bdhl^s^l-^is is' so. ' ‘ ' 

'6^f'. ’But you think t^^at ^curate figures could be ascer^ain^ if thehr 
business were properly analyse^?—^If.es, -we think so. ■ ' ^ 

6948^ And you aiso'^think that if their figures are thus analysed, their 
profits fnay t?um out'much-higher thad the figiires which you ha-re n6W 
arrived at'?—^Yeil; "'- 

"'6949 If y6u send a telegraphic remittance to-day through an exchange 
bank'''* tW '^ouM eherge'" yo'U'ebmmiS8i6n’'a^^^^ yotf brought'’ babk”HW 
same through the same bank there would'be Another chargb?—Ye«';''^' • 

-'■ 6950.’So that the exchange banks make something at'both'the endg 
on thfesB i^emittAncd#'. ’Is^thait n6t”so?--“y'TO. ,/■ 

Mr Buckley: 'No business roan would '^nd money home in the momidg 

'afld*^fl8‘:It'b^ri *1, .■r'"- 7 

-MTl’ '1 ’ ■ .f •.*-••'•• 
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on 
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6951. Chairman: You say that it is meet and proper that the monopoly 
in exchange business enjoyed by the foreign exchange banks in India 
should be undermined at least so far as it is due to any differential 
advantage -enjoyed by the foreign banks in comparison with Indian banks. 
Would you kindly tell me what differential advantage is now enjoyed by 
the foreign banks?—They are in a position to attract deposits at lower 
rates than other Indian banks. 

6952. Is that within your knowledge?—^That is our information, Sir. 

6953. We have been told that there is no competition between Indian 
banks and the foreign exchange banks in the matter of deposits ?—^At least 
in Calcutta, they do compete with the other Indian banks. 

6954. Do they offer higher rates?—No. On the contrary they are able 
to attract deposits at lower rates, because people think that they have 
been established in this country for a long time and have very large re¬ 
sources. 

6955. In other words, people have more confidence in them because 9£ 
their longer standing ?—That is not the sole reason. 

6956. Mr. Khaitan: So you think that operates to the disadvantage of 
thfi Indian banks in this coimtry?— Yes. 

6967. Chairman: Have you any statistics to show how the deposits of 
the Indian banks have grown in the last 5 years as compared, with those of 
the exchange banks?—The deposits of the Indian banks have considerably 
increased along with the exchange banks. 

6958. Therefore would that support the statement that the Indian deposi¬ 
tor though he gets a lower rate of interest prefers to go to the exchange 
banks? I have got before me certain figures published by the “Indian 
Finance Banking Enquiry Number’’ (the issue of the Indian Finance was 
handed over to the witness)— Mr. Roy Choudhari: Up to now this has 
been true but gradually the patriotic sense is developing in this country 
and we hope that most of the business done by the foreign exchange banks 
will pass into the hands of the Indians. 

6959. The statement that you make is not substantiated by these 
figures. In the first place you said that there was an undue competition 
between exchange banks and the Indian banks in the matter of deposits. 
Then you said that'that was due to the exchange banks oSering a lower 
rate of interest. Then again you stated that the exchange banks were of 
a longer standing and therefore the Indian depositors prefer to go to them. 
Now I have given you figures for the last 5 years which show distinctly 
that the public preference is towards the Indian joint stock banks as 
agains't the exchange banks and personally I am glad to hear from you 
that that is due to the growth of the national spirit.— Mr. Sen Gupia'. 
What we mean is that although the rate of interest allowed on deposits 
by exchange banks does not compare favourably with that allowed by 
the Indian banks, the differential advantage enjoyed by the exchange 
banks on this score is making it increasingly difficult for Indian banks 
to compete with exchange banks. 

6960. Mr. Manu Subedar: After reading your memorandum I take it 
that your feeling is that Indian money ought to be handled by Indian banks 
to the advantage of the Indian businessmen?-—That is so. 

6961. And I also take it that the whole-object in making this severe 
restriction against the foreign exchange-banks '''or IforeigA- ffiank^ .in the 
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matter of taldng deposits is to enable Indian monay to remain in Tn<l}a n 
hands and benefit the Indian business m<en?-r-Yes. 

6962. Now, with regard to this competition, are you aware that everyj 
Indian firm which starts doing exchange business is compelled to put up a. 
deposit with the exchange ba^s without which the exchange banks would 
not undertake to do any business for them?—^Yes, such cases have been 
reported sometimes. 

6963. Therefore the rates of interest offered by the exchange banks 
though lower do not necessarily indicate that people have more confidence 
in them because some people have to put money with them in order to 
be able to carry on foreign business through them. Is that not so?—^That 
is so. Bume of the deposits are attracted in this way. 

6964. Is a large proportion of the deposits attracted that-way ?—'A 
considerable portion no doubt. 

6965. Otherwise do you think that customers could not get good refer¬ 
ences?—No, there would be some difficulty. 

6966. You say that the Indian bank rate is unnecessarily high on aoooi^ 
of reasons not connected with trade but with currency and that the lending 
rate based on the Indian bank rate. Therefore the rate at which these 
exchange banks lend out is high and the rate at which they receive de^ 
sits is low. Is it your opinion that the profit-earning opportunities' of 
these exchange barm are greater?—Yes. 

6967. Chairman: Is it the impression pf your Chamber that deposits are 
attracted to exchange banks because the deposil^rs think that in order 
to carry on their exchange business they will not' otherwise he able to geh 
better references in foreign oountriea, or is it the, experience of your 
Chamber that Indian depositors in Calcutta prefer to go to an exchange 
bank because of its greater stability?- I put this question deliberately and 
1 would like to have your answer.—(Witness): There are cases like bdtb 
but we carmot give an exact proportion. 

8968. You say that exchange banks frequently enter into competition 
with indigenous banks in matters of internal tr^kde finance. It has been 
mentioned to the Committee that exchange banks generally finance inter¬ 
nal trade only to the extent that such trade is connected with the exports 
or imports. Would you kindly give the Committee any instances where 
the exchange banks compete with the Indian banks in regard to the finan¬ 
cing of internal trade in other ways than as mentioned above?—^In this 
connection I may mention the name of the Allahabad Bank Ltd. It is 
connected with the Chartered Bank which is an exchange bank and it com¬ 
petes with Indian banks in the matter of internal trade. 

6969. The business is not the business of the exchange banks. The 
Allahabad Bank may be affiliated to the Chartered Bank but the business 
conducted by them is not the business ordinarily done by exchange banks. 
Is the Allahabad Bank an Indian joint stock bank with Indian directors? 

hala Harkishen Lai ; The majority of the shares are outside India. 
The P. & 0. Company has the controlling voice in it. There is no Indian 
director except Raja Ram Pal Singh. It is also said that the policy of the 
Allahabad Bank is to replace its Indian employees by European employees. 
That at any rate is the impression in Northern India. 

Chairman: The case of the Allahabad Bank is then the case of a bank 
which is mostly non-Indian now, as the control has passed to non-Indian 
bands. 
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6970. You say that foreign exchange banks should be legally debarred 
fibifiFyt^cf!l!^9w£0*d»^S¥W. ^ Wsildi^tfiiKaiy the •object 

imderlyTng this suggestion'^-^WS S'©pinioh that there shinW 

lWo«b86hite'»pTohiihition'-becauBe we thiiik that the establishment'-of an 
Aidtei^iexohaiige tmnh'depends4o a great extent on such a provision, ^he 
d^R)sits'4shitb«re now attoacted by foteign-exehaage banks will be released 
aadHinadel avnilablb'to the proposed rlndtan exebaage-banks, considerably 
adding to the status of the new Indian exchange hanks' and enabling 
tbea^ to compete with' the foreign exchange banks. 

6971'. This' will reteult in the beginning at any rate in the curtailment 
of fcuirlities in xbgatd- to foreign trade?—<We do- not apprehend that; fhere 
irilfA-bfe^'-any tcoiasiderable'i eurtailrtient. ■ The ^eign .banks after losing 
deposits may have to discoimt 'their-'import-bills k>caHy to replenish their 
rupee.resources.- That, would help the- development of a local discount 
market. 

6972, You think that there will be some curtailment?—Yes some cur¬ 
tailment for a'certain period only; in order'to the fidvaht^l;ge hotv 'en¬ 
joyed by the foreign exchange banks the’Indian banks and ln^&n''traddfs 
hcnifit '6u£Kr“ sbmtf ‘ 'disSdvahtage -tdmp'drarHy; 

the objeeV is to enable Indian banks to compete more readily 
f 9 r |preign.' exchange business, wiU' tKe mere ac^tiisltibti 6f ihei'eas&d Vef- 
souroea-jga India necessarily' fiiean^'inc'reasef facilitT^s 't'o" liidiiln 
banks for ttie*'fin8fticing of th'd foreign ■ff'ade'’?-^^e^think it" Will gd a'ldng 
way to help it. 

” 6^4^’^s not more necessary for the Indian exchange banks to get 
access to ihe'Wnddn maftef 'thg'h t6'‘ob1iSin glitter i^^Otti'Ces fh Indlk?-^ 
Tlffey win 'bave to.*' 

6975. How will they achieve that ?—Their bills can be discounted there. 
That wilb^bH 'the «hief advantage ami' it can be arranged though 
l^adon^banks thereby saving a little fnore money for India. 'Wert^mK 
that Indian trade is so indispensable for England that the "London lianka 
will not find it worth-while to make €ihy discrimination a^inst |ndia. 

h^f6.^f-axi experienced Indian banker’told us Iliat 'ih “ordef ''"to do 
foreign business euccessfuliy it was necessary-'to secure the good-will of'thd 
toeigh exchange banks, do you think- that Jiis opinion was not dbrrecli?— 
71iis -is a matter of opinion. 
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■ The examinatioa of GaptRin Nahhi Mohan Eoy Choudhry and Mr. 
J. '14A SeiiHRJ«pt#,>'-‘'re^re8€^ttifti^elr--'dP .©eHg^''‘Naitontil* Chamber of 
CknahieiMi w«6.''tontinueA '' ^ 

otnea : i t j- 

6977. Chairman: It has been pointed out that the reason that Indian. 
banJtof haTo ®o* been! aWenhitiartO Uo .eoiflpe«e( Si' feiiohallglrf business ott 
an.y>'4aiige'scaie is'hotirduei toilack of bot’Is ' dufe to lack of 

facilities for handling exchange business and lack of sterling resouroe^^ 
thf«! thR fRrmer idiflaaUltjn mByifc^tfBWdied*'e«>ith‘>t!ie 'accjdisltihtt of 
e^artSdSnd'^'tbe .'tetter'oorde-ftshlfn^f’ftieWaStld 
iat^beir namei'an'd'’’the paperutbey ;endor8e,'''45<JUpled 'Mul®f' good*'#8f‘%if4* 
oO-Rpetationsidn'.the =part'oif'the'iothed'exrflangenbtteks fri II^diR. ‘'Wot&f 

]M«.>kiitdlyngiY'e the Committee (yoti»''TieW8n©fc'ithltOBt%g6Stidn^ui_Mffhgit)fp 
.Sh f'ftr as'-trainodi'eRpepts’are^'XSonoWnfcd'i''wdufttbye'iri'"vi&<? <llli 

otdeblishiBent lof* Indiansrfexciiehge bHokB' 'Wht8h3 woidd^ pTCYi^ 'faSihtftMf 
l«f«thfr*<aiiring'Df isttoh expbrtw/J'cSd ftarRs s^M^mg'WwRuiWfe's ^sid coiW4t«® 
ed, this probably refers to discount facilities^ 1tf1S)on*»;'%e' sUggebti'tti* 
Indian exchange banks may for some time arrange with L/ondon hanks 
aDdj/Offer^suoht-.ooBamissioBias mayrtindute theto discount, tbefir 

“^egYSl'You say ih'aT exchange'banks''sLoui^ be authorized to carry 
on A^biitoesB-mTtldia httVit thiy-flepe'^t h itatu^ril^'ffxed min^uSp^ 
^ittb^'^Beouritihs with'GoVerdmeht. If a Eeserve Bank is estai^ 
MhM %tftf’exdhan^d. batlkd gftng with dther’btokt are required , to ^ep 
I'^'certafe ^ercedtage of thfeh time* alid;-^telidhfid.'^h1Eties as a; reserve 
tiie'ERserVe Btkhk, colild ^u itet[ili!re ih Rddiiiph a deposit with G6vei#i 
iii«te4?-^Y«8; !wie'"^ant' tlfat;' •••*'; ■■" -• ■;. . 
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6979. Your Committee recjommend fufthesj ;^^iniplification of balance 
sheets with particular reference to investments'and advances. Will you 
jkindly furnish us with a copy of the balance sheet amplified in the 
juanner auggegted by you ?—:Our Committee have npt thought of any 
particular form, but they want that balance sheets should be published 
■in more detail. 

6980. Have you any idea of what the additional details should be?— 
Details as regards advances to the directors, investments in Government 
securities, investment in shares at their market) price or cost price, which¬ 
ever is lower, investments of reserve fund, etc. 

6981. Sir Hugh Cooke: Would it be possible ioc your Chamber to 
^supply us with a sketch of the form which you contemplate?—^Yes, we 
shall send it. 

6982. Chairman : You say that it is legitimate for the Government to 
jresort to the practice of occasional sale of treasury bills in the market-for 
-making up their deficiencies in ready cash, pending the collection of 
■revenpes. I take it you are referring to the pre-war policy but since the 
war the treasury bill has been made an entirely new instruipient. I, will 

•read to you a passage from an address on “the Money Market since the 
War”, by Mr. D. Spring-Bice before tbe Bankers’ Listitute: — 

“The amount of treasury bills outstanding before the war was small 
because by law its amount was restricted to certain forms 
of deficiency in the national accounts which could be met in 
anticipation by means of these bills. The esugencies of the war 
made their use almost infinitely legal, and stibsequent legis¬ 
lation placed no real limit on their amount. Thus it came 
about, after the war-time inflation of bank deposits, that the 
Government obtained, through these bills, real control, if 
they chose to exercise it, of rates in the short money market.” 

iSPoes not the policy of the Government of India in this matter follow that 
adopted by the Government in England?—That might have been the policy 
in England. So far as conditions in India are concerned, we are not 
satisfied with the system under which treasury bills are issued in this 
country and from the quotation referred to in this question it appears that 
the British Government might have exercised control over the money 
market if they liked. It seems that in fact they did not exercise this 
control. - The conditions under which treasury bills are issued in India and 
in England are entirely different. 

6983. Is it your information that the British Government have never 
exercised indirectly any influence on the money ndarket?—So far as we 
have been able to gather, the treasury bills of the British Government were 
for tome time issued at fixed rates, so that there was a, minimum price 
'below which the banks could not go. In that way they exercised some 
control,, byt.. that, practice was abandoned and gave place,-to the policy of 
issuing tols hV tender. When that'system came.iihtp vogue, the control 
by Government was practically withdrawn. That-wag probably: in 1921j; 
'but I may say that the conditions under which' treasury tills are now 
'issued in England and in India are entirely different. 
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6984. In what respect?—In Englanji the total outstandings practically; 
remain stable for some time, but the bills in India vary from time to timer 
and even in the current year there has been a phenomenal increase in the" 
new issues. That the total outstandings- in England have remained- 
oomparatively stable in recent years is indicated by the fact tiiat the 
value of the new weekly issues is practically equal to the weekly volume 
of maturities, while in India no such relationship to the weekly volume 
exists. Further, the rate at which bills are issued in England rarely exceed' 
the rate in the money market, but in India the rates of the treasury bills 
often exceed the rates quoted in the money market. 

6985. Sir Purahotamdas Thakurdas: Your point is that the control of 
credit and money does not coincide in the same way as in England; the 
bank rate may be at a point which ^oes not reflect the correct position of 
the monetary conditions in the country?—That is so. The market rate 
for three months’ bills on August 7th, 1930, in England for £100 was 
£2-6-3, the rate on treasury bills was £2-4-3. The Government were 
accepting certainly a lower price. But in India even for the last week 
(13th September 1930) the market rates were: 1-J per cent, for call 
money and short credits; 2^ per cent, for one-month deposits; 3 per 
cent, for two-months and 3^ per cent, for three-months. The total 
amounts of six and three months bills were Es. 44 lakhs and Es. 156 
lakhs respectively and the average rates of accepted tenders Es. 4-14-0 
and Es. 3-13-4 per aimum, respectively. The Government here have- 
been offering a higher rate than the market. 

6986. Mr. Rushforth: Would you mind explaining the sentence in- 
your memorandum about treasury bills that “their issue has resulted in 
making the position of the banks worse?’’ In what way has-this issu©^ 
affected the banks ?—The issues of treasury bills have often been responsible 
for deflation unlike in England, where the issues of treasury bills result 
in an inflation being used as reserve against fresh deposits. 

6987. But in what way have they made the position of the bankw 
worse ?—They create a tight money market. 

6988. Chairman: I suppose the real point is brought out in my next 
question: you say that the effect of high rates of interests for treasury 
bills paid by Government has been to make the position of the banks 
difficult, who have been unable to attract depositors with lower rates of' 
interest. May I point out to you that this is not a complaint peculiar to 
India by reading a passage from Mr. Spalding’s book, 'The London Moneys 
Market’; “These Treasury Bills purchases tended to absorb the excess 
supply of floating money on the market-, and kept bankers’ rates for" 
money at call, at short notice, and for longer periods at much . higher 
levels than would otherwise have been the case.”—As I have said, the 
total outstandings of treasury bills in England have remained com¬ 
paratively stable in recent years. 

6989. Have you any figures to give us ?—'We have no figures ready at 
hand, but we may refer to a passage in the book “the Discount Market 
in London” by Mr. H. W. Greengrass jmblished in 1930. Here the 
author says, ‘the treasury bills have since 1914 been the sheet-anchor 
of the discount market; with the exception, already noted, of the inhibition: 
upon the Continental banks to hold large lines of them, they are always 
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€f*gOTly Bough# 'and. are-'fpeeiy discounted and re-discounted throughout 
their life. The outstanding total is relatively stable over a period of 
months. ’ 

60y0.-Xhera are the words .‘relatively stable’, mI have: figures, which 
would,-come wt 4 n later questions, to show that thC' outstanding is subjeet 
to large variatiws. But apart from that pasBage^jhave you> any .statistics 
u)j;your .possession to. support your statement that the: outstandings' have 
been steady in recent years or in recent months?—Wo have no figures 
ready at hand. 

69^1,. Have you anything more to say on this question?—We may also 
say..that the effects of issues will have to be considered in relation to the 
total volume of circulation. Probably the percentage relation whiotr tha 
to,t^l volume of treasury bills in India bears to the total volume of circula¬ 
tion would be-pnich higher than the percentage relation which the total 
volume of treasury bills in England bears to the total circulation. 

t)992'. Mr. Rushforth: I am not quite satisfied as to how this affects 
the. position of banks ?—The issues of treasury bills have often been 
responsible for creating a deflation and in.that way a tight money market 
to give ari instance. Beferring tq flotation in markets, the latest report 
of the Controller of Currency says that the continued issue of treasury 
bills and a iontradtion of 4 crores against rupee securities of the Govern¬ 
ment of India stiffened exchange and enabled the Government to purchase 
.£2 million, sterling at the end of, August, at 1». SJd. 

Sir- PuTshotamdas Thakurdas: I am afraid you are mixing up credit 
and currency. 

6993. Chairman: You say that Government should as tar as possible 
try to tap the so-called non-money market sources and you refer to the 
Indian States as one of such sources. Would you kindly tell the Com¬ 
mittee whnt v-pthear non-money market .sources there .are?—We stated this 
by way of giving a general suggestion. We bad in mind the* fact tharti 
fnr.the 1928 rupee loan large subscriptions came from the Nizam’s Govern- 
merytj,,,. 

fi094, I have some personal knowledge ot that loan. I thought you 
Wiere .-leferxing. t®.the 1929 loan. , Have you any other non-market souBtaB 
in; viewi?>—-Wa are not very categorical, in our statement. Government may 
aiao'turn..their attention to the. various religious trusts’ funds, some; of 
wbiftb may be profitably tapped. We arc not of course very sure 
about it. 

.6995. We had better leave tne. consideration. pf ,the discussion about 
religious trusts. That is probably what you had in view?—Yes. 

6996. Y'ou refer to the large Government of India’s borrowings since 
lQ 17 ;.and their effect on the flow of capital into industrial and other under- 
takipgs. Is this- a peculiar feature of India alone? For example, ,I .find 
taking fbe treasury, bills .alone in England, that while the total amount 
of bills . outstanding before, the war .was about £20 million the amount 
outstanding now varies from.£500 million to £800 million?—We think the 
we gan^e to the questions immediately preceding the last cover 
this to some extent. 
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6997. Except that it all depends on whether you find later that 
correct to say that the outstandings of treasury bills in England have been 
practically steady. The figures which I have taken from another published 
■document show a wide variation. 

6998. You say that recently the Imperial Bank rate shows a tendency 
of remaining unduly high throughout the year and not fluctuating seatfon. 
ally as a few years ago. Taking the years 1928 and 1929 I find that in 
the former:-year, the Imperial Bank..rate was lowered to 6 ppr cefl^i, 
June and to 5 per cent, in July where it remained till the middle of 
November. In 1929 it was, lowered, to 5 per cent, in the beginning oi 
June where it remained till the middle of October. The highest rates 
reached in the two years were 7 per cent, in 1928 and 8 per cent, in 
1929. Comparing these with the year 1913 for instance, the Bengal Bant 
rate varied from 3 per cent, in June to 8 pet cent, in January. Is not 
this lowering- of the .difference between the high and low pointf of .int^feat 
rates in recent years rather a welcome sign than otherwise?—We are quite 
a»tifified,-. that ^ fiuqtnations >h^ye -bepn nqipiiniaed in X0omi years,....^ut 
we have also noted that this has been attained not so much by bringiJftg 

4ihe. highest.rate as by pushing up the lowest rate.. Formerly the 
wpu)i4 g.0 dowjn tp. ,even 6 p^ cent., ih recent-, years the-highest rate 
has remained comparatively steady, but the minimum has gone up to 5 
per cent. 

6999. --You say that'.Becentlyi-^^the Imperial Bank yate, ehpw# .? 

of rernaining unduly high .throughout the year and not fiuctuating seasonally 
as a few years ago. However, I shall leave it at that. 

700Q. -Ifou say, that the Ipiperi^l Bank rate, is .extrepjely ineffective in 
itp.rqj^tion to the baza^ rates w^iich are often at marked variance .from 
the official rates.. ..I appppse yop. are referring to the rates at which the 
bills of small traders are discounted by shroffs in the bazar at Calcutta.— 
That is so. 

, 7p01. Comparing tbo'two rates.as given in-tbe-GontroUer of Curreacyls 
rgport for the year 1928-29,, I find that the Calcutta T.baaar. rate followed 
tte Iifaperial Bank rate, for instanoe the bazar rate-was about 10 per cant. 
4unng ,ipril to June 1928 when the Imperial Bank rate waa 7 per .eeaiti 
and when the Imperial Bank rate was lowered- to 6 in July the. baaar 
rate was reduced to 9. Again when the Imperial Bank ratp wag,,raised 
to-7 in January 1929, the ba?.ar ,ret8,w«6.raised from 9-I0l;tp 10.-12 PfiF pent. 
fDiis rather supports the statement made by the Bengal Banking .Cptd: 
mittee that as a . matter of fact the hundi rutei^. ia the indigenous .fn.cp^ey 
market often changes systematically . with the bank rate., hlay I theyeiofle 
take it that your point is that the difference ip.the two rates is rather ,too 
kigh?—Not exactly that. We find that the bazar rate tends to be responsive 
only when there is a distinct change in the bank rate. But when the 
bank rate remains steady for a few months, we find that .the market rate 
takjss-its^pwn course and fluctuates. I am referring to the report of the 
Controller of Currency for 1929-30. 

7002. In 1920-30 apparentlyvtfaa bazar rate in^lPalcutta^lyis Ipeen fairly 
steady, the lowest i's l6, the highest is .12. Practically for the bulk of 
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the year it wag 11. Comparing the figures with the Imperial Bao^ rate- 
we find that— 


1929. 

In April 
In May 


• the Imperial Bank rate -was the Calcutta bazar rate was> 
8 . 11 - 12 . 

. the Imperial Bank rate went the Calcntta bazar rate went- 
down to 7. down to 10-11. 


In June 


In July 


the Imperial Bank rate went the Calcutta bazar rata 
down to 6. stood steady at 10-11. 

the Imperial Bank rate went the Calcutta bazar rata 
down to 6. went down to 10. 


In August, September the Imperial Bank rates were the Calcutta bazar rata 

and October. 6, 6 and 7. were 10, 11 and 11. 

From November . . the Imperial Bank rate has the Calcutta bazar rate baa 

been 7. been throughout 11, 

—Our observation remains good so far as the Bombay bazar rate is con¬ 
cerned. 

7003. We thought your statement was referring to the Calcutta rates 
as you come from Calcutta. The Bombay rates have already been 
examined by us on a previous occasion. 

7004. Is not a part of this difference explained by the difference between 
a Government security and the bill of a small trader?—We do not think 
so, because there are many big traders who cannot have access to banks 
for discounting and who have to approach the indigenous money-lendet 
for discounting their bills. 

I have been throughout pursuing the matter on the assumption that 
you have been referring to the bazar bill rates as given in the report of 
the Controller of Currency ag applying to the bill of the small trader. I 
am quite prepared to leave the question at that. 

7005. Chairman: You say that requests for loans are rejected by joint 
stock banks even when the prospective borrower may have in his possessioik 
large stocks of goods of a value exceeding several times the amount of the 
loan demanded. Could you kindly give the Committee any concrete- 
instances where such requests have been turned down by joint stock 
banks?— Mr. Boy Choudhari: Some have come to our knowledge and 
we will supply the Committee -with concrete instances later on. 

7006. You oppose the investment of foreign capital in Indian banking 
business, but you have no objection to foreign capital for industrial and- 
agricultural banks. Would you kindly explain the reasons behind this 
differentiation?—We make a differentiation only in the matter of share 
capital and debentures. In the former case, our view is that capital should- 
not be imported from abroad. 

7007. Would you not object to industrial banks attracting foreign 
capital by debentures?—^No. 

7008. You say that it may help banks to attract more deposits if they 
take in some representatives of the depositors on the»directorate. Would 
you kindly explain to the Committee how this suggestion can be carried 
o\it in actual practice?—^As in the case of policy-holders of life insuranca- 
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o^panies, we BUg^est'-that the depositors of banks (both current and 
fixed) should have a voice in the election of directors. Our view is that 
one or two directors’.should be elected by these classes of people, those 
who keep their current accounts running for at least a year and all other 
fixed depositors. 

7009. The, question of the insiorance companies’ policy-holderg is 
slightly different because they are somewhat of a permanent character, 
but my difficulty in the present case is how will you make it a practical 
working proposition?—Orr view is that the current depositors should 
elect one director from among themelves, while the fixed depositors also 
should have one of their own nominees as a director. These elections 
shall take place once a year. 

7010. My practical difficulty is this. Supposing the election of directors 
take place on the 31st March of a particular year when there are 60 
current account depositors on the rolls and they may elect one man. When 
the new directorate comes to function three months later it may be found 
that 30 of these have ceased their connection with the bank having with¬ 
drawn their balances in the current account. Then what will you do?— 
Such occurrences in our opinion are rare. Generally these current 
account depositors are more or less of a permanent character. 

7011. I have not put to you any question about the position of the 
indigenous bankers because I find all that you have said before us as also 
before the Bengal Provincial Banking Committee is in regard to banking 
regulation and you have made no recommendations in regard to the work¬ 
ing of the indigenous bankers. I say this with a view to enable my 
colleagues to understand the position. 

7012. Mr. Khaitan: As regards private banking firms you say that 
‘•‘the Committee would suggest that such of them as are prepared to 
accept a scheme of official inspection and undertake to submit periodical 
returns regarding their state of affairs may be granted the privilege of 
using the appellation ‘Banking Company’ to distinguish them from the 
registered corporations previously referred to.” You will remember that 
I was asking you last Saturday whether leading indigenous bankers were 
using the words ‘Banking Company’ at all?—No, they are not using thtdi 
appellation at present. 

7013. Therefore do you think that the privilege of using the appellation 
‘Banking Company’ could be a sufficient attraction for the indigenous 
bankers to accept a scheme of official inspection and to submit periodical 
returns which they do not do at present?—That is not a sufficient attrac¬ 
tion. Our Chamber thinks that they must have re-discounting facilities 
as well. 

7014. The Marwadi Chamber of Commerce, Bombay, who represent a 
great deal of indigenous bankers have placed a scheme before us. Their 
scheme is that the resources of the indigenous bankers should be enhanced 
by their getting re-discounting facilities and in return therefore they should 
submit themselves to inspection, etc., and the five points they advocate 
are:— 

‘‘(1) There should be, along with a schedule of joint stock banks, 
a schedule of shrovs to whom certain recognised financial 
facilities should be given. 
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(2) The shroffs ' who may conform to the ataodard fixed therefor 

should be included in the aforesaid schedule. 

(3) The account books of the scheduled shroffs may be periodically 

inspected by examiners appointed by the Central Eeserte 

Bank. 

(4) They ehould be allowed to carry on the business of Commission 

Agents along with that of banking. 

(5) They should be prohibited ^‘‘om trading on their own account.” 
Along with these they also agrees to another condition on the sug¬ 
gestion of Sir Purshotamdas Thakurdas that while they would get re¬ 
discounting facilities at 1 per cent, below the bank rate they would under¬ 
take not to charge a rate of interest higher than by about 2 to 3 per cent, 
over the Imperial Bank rate, so that they would get a margin of 3 to 4 
per cent, between the rate on which they get their re-discounting facilities 
and the rate at which they would lend to their borrowers. What do you 
think of this scheme?—We are in perfect agreement with this scheme. 

7015. Sir Purshotamdas Thakurdas ; Has your remarks the approved 
of your Chamber?—Yes. 

7016. Regarding licencing of foreign banks, you have not given us any 
details of the conditions that you would like to be included in the terms 
of the licence. Could you give us your further ideas in the matter?—^We 
have not thought over the subject further. We shall write to you later 
on. our definite suggestions in regard to this. 

7017. Mr. Devadhar: Are there many members in your Chamber who 
have knowledge about the working of co-operative institutions?— Our 
members are mainly concerned with trade and commerce. 

7018. Are there many indigenous money-lenders who are members of 
your Chamber?—Not the small money-lenders. 

7019. May I therefore take it that in the memorandum which you 
have submitted there is no reference to anything like dealings of small 
tnoney-lenders or those of the co-operative institutions by way of com¬ 
parison?—We have made our suggestions in regard to that matter before 
the Provincial Committee. 

7020. You do not think that trading or commercial interests are opposed 
to the promotion of co-operative institutions?—^We are not opposed, neither 
are we indifferent with regard to the co-operative movement. 

7021. If there is any such impression going about then it is wrong?— 
Yes. 

7022. One of the conclusions arrived at by the Bengal Provincial Bank¬ 
ing Enquiry Committee with regard to habitual usury (in paragraph 880) 
is that it should he made a criminal offence. What are your views in 
regard to this?— Mr. Sen Gupta: Probably the interpretation of this re¬ 
commendation will be limited by another recommendation of the Com¬ 
mittee where they have specified the maximum rate allowable. 

7038. Yes, they say anything in excess of 48 per cent, shall be con¬ 
sidered usurious. Do you think the ruling rate goes up so far as 48 per 
cent?—So far as our Chamber is concerned, I may assure you that 
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*ome indigenous bankers who are members are lending at even lower rates 
iJhan the rates of joint stook banks. 

7024. So then if you are for lowering the emsting market rates of 
interest and if I tell you that the co-operative institutions are working 
with a view to bringing down the interest rates, you Would- favour the 
promotion of such institutions. Would you not?—In certain pa-rts <jf 
Bengal these co-operative institutions are charging from 16 to 18 per cent, 
interest. 

7025. In that case the ruling market rate must be more than 30 or 
per cent. ?—That might be. 

7026. I am on the general ground. I am only trying to get a genet'dl 
opinion from your Chamber about your views on the Coi-operative Move¬ 
ment?—We are not against the Co-operative Movement. We would 
ivelcome any institution which would strive in bringing doAvn interest rates. 

7027. Lala Harhishen Lai: You have made certain statement with 
regard to the treasury bills. May I ask you whether you think the Kne of 
{^tion taken in regard to their issue in England and India is the sanie? 
In other words, do you think the class of people who tender for these 
treasury bills in England and India are the same?—In our opinion they 
are almost the same. We think bankers are primary investors in tbeM. 
treasury bills both in England and in India. 

7028. Have you any personal knowledge in regard to, this statement 
of yours?—^We have read about it in financial journals and reports. 

7029. Would you please name the journal for our information?— Aa 
net exactly remember- Probably I read it in the “Indian Finance’’ 

Mf. Khaitan: I do not think it gives that information. 

7030. Lala Harhishen Lai: That is exactly my point. There are 
authorities who say that in England these treasury bills are mainly held 
by banks and discount houses, whereas the official notifications published 
by the Controller of Currency in India do not give us any information to 
show that they are the same class of people who subscribe for the same 
in India as well. What is your impression —We have no definite 
information on the point. 

7031. If I tell as a banker of some experience, that Indian deposits afe 
actually withdrawn from banks, when the treasury bills are offered at 
6 per cent, interest, and are actually invested in the latter, will you doubt 
tliat statement?—We believe in that statement. 

7032. Sir Hugh Cache: With regard to your suggestion for having 
directors to represent the interests of current and fixed depositors of 
banks, would you tell us the procedure you would adopt in regard to the 
election ?— Mr. Roy Choudhari: The procedure might be followed as in 
the case of insurance companies. 

7033. By calling a meeting you mean?—Yes. 

7034. Then would you make any restrictions with regard to the 
■depositors who are entitled to vote?—A limit might be placed on the 
maximum deposit balance which will entitle a depositor to have a vote. 

7035. Who will publish that eligible list?—The bank will have to do so. 

TOtO. Without giving the particulars as to the amount of deposits , h^ld. 

h« them or not?—Banks should not ffivulge the financial position and 

2 Y 2 
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standing of the depositors. They must simply announce the list ol 
depositors who are eligible to have a vote, and it is for the meeting of 
eligible voters to decide who their representative should be. 

7037. Chairman : The bank’s list is final in the matter and you do not 
expect any depositor to make a complaint that the bank’s list is not 
complete or wrong in certain respects and so on?—The bank’s list must 
be final. 

7038. Dr. Hyder: You are in favour of industrial banks, are you not?" 
—Yes. 

7039. You are also in favour of having a few Government directors for 
these banks?—^Yes. 

7040. You said you were also in favour of having Government experts 
for these industrial banks. May I ask you what sort of qualifications you 
have in mind for these experts? Do you mean that they should be 
chemists or metallurgists or do you think that they should be expert 
financial advisers?—They should be expert financial advisers. We have 
already expressed our view that they should be representatives of financial 
and commercial interests. 

7041. You agree that indigenous bankers should get re-discounting 

facilities from the Reserve Bank?—^Yes. 

« 

7042. Would you place these indigenous bankers on the same footing 
as other joint stock banks or would you make any differentiation in their 
case?—We do not think there should be any differentiation, 

' 7043. Do you think the Reserve Bank should charge the same rate for 
re-discounting facilities to these indigenous bankers as they would to the 
Indian joint stock banks?—In our opinion there should not be any differ¬ 
ence in the rates of interest. 

7044. Dt. Hyder: These joint stock banks have to deposit under law 
sums of money which would bring them no interest. Would you like a 
similar obligation to be imposed on the indigenous bankers?—We oannob 
express any definite opinion. 

7045. Would you ask your Cbamber to give its considered opinion on 
these points, namely, the rate of interest to be charged, the extent of the 
accommodation and the amount of deposits to be placed by the indigenous- 
bankers in the same way as interest-free deposits to be placed by the 
joint stock banks?—We would do that. 

7046. Would it be possible for your committee to let us have a con¬ 
fidential statement showing the total amount deposited by the members- 
of your Chamber in the last 12 months with the various foreign exchange 
baniks?—I cannot say whether it will be possible to obtain the information, 
but I will certainly place the suggestion before our Chamber. 

7047. Mr. Manu Subedar: At the bottom of page 30 of your memo¬ 
randum you said ‘‘they have no objection, for example, to taking loans 
from the latter when money is tight, but instances where they have lent 
money to them are very rare”. Are you referring to the call-money loan* 
or any other form of loans. You have been referring to the absence of' 
reciprocity between the various institutions?—We have only stated a fact.. 
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7048. Between the exchange banks and the joint stock banks, your 
information is that joint stock banks give money to the exchange banks 
but cannot take money from them?—^That is so. 

7049. With regard to Government borrowing is it your complaint that 
the volume of Government borrowing as well as the rate at which the 
Government borrow divert a large amount of money which would otherwise 
have been utilised, in financing trade and industry?—We have made it 
clear in our memorandmn. 

7050. You .have mentioned the volume but not the rates at which 
Government borrow?—We have already stated that the rates offered on 
the treasury bills are higher than those quoted for inter-bank business 
for corresponding periods. 

7051. What is the result of this huge Government borrowing in such 
large amounts? Is it to advance trade and industry?—It is intended so 
far as we can make out to tighten the money market which entails a 
certain degree of hardship. 

7052. You have stated that the resources of the Indian money market 
should be strengthened by transferring the reserves to India. I suppose 
you say this to support your statement where you say, “the remedy which 
the Committee would suggest in these circumstances is that not only 
should the Government’s financial policy be brought in line with sound' 

economic doctrines and true national interest .”. Do you mean 

to say that there has been no financial policy in this country?—That isf so," 

7053. And you suggest that those reseiwes should be transferred to 
India?—^Yes. 

7054. You suggest this because you think that it will bring down the 
rates of interest?— Ycb. 
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Mr. V. K. Abavamttdha Ayahgab, M.A., C.I.E. (Secretary). 
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Mr. R.C. Pandit, General Manager, Bank of Behar, Ltd., was then ex- 
amined. 

7066. Chairman : Mr. Pandit, you are General Manager of the Bank of 
Behar ?—Yea, Sir. 

7,Q66. When •was it started ?—^In 1911. 

7067. With what capital ? Have you got your balance-sheet with 
you f —I have not brought it with me, Sir, but it appears in the Behar Com- 
mittee’s report. 

7068. You say that audit and examination by special auditors will not 
be of much use, while on the other hand, it is likely to do incalculable harm il" 
there is difference of opinion regarding investments with the Management 
and the publication of such reports. In the first place will you kindly say 
whether the present system of audit of banks is satisfactory 1—1 think it 
is fairly satisfactory. 

7069. In the second place, it has been suggested that aud't by special 
auditors will be useful in creating confidence in the minds of the investing 
public and the shareholders. Would you kindly tell the Committee your 
views on this suggestion ?—I do not think that a mere certificate from the 
auditor will create any great confidence. It is the Management which creates 
confidence. 

7060. In the third place will yon kindly expand your idea regarding the 
possibility of independent audit doing incalculable harm to the bank 1—It 
depends on the kind of auditor you engage. He may give a report which may 
appear to be allright, but it may be wrong and may at times prove disastrous 
tothebank. I had anexperience once whenwe engaged a chartered account¬ 
ant and auditor who gave us a report saving that documents were produced 
which could not be identified, that securities were shown about which it was 
not possible to ascertain any value and so on. Now, as a certificate that was 
right enough but at the same time it misrepresented the true state of things 
in the bank and if that report were published, the public would at once have 
become suspicious. 

7061. If the report was alllight, why should not the depositors be allowed 
to know the true state of affairs 1 —My submission is that it was not the true 



state affairs. Aaot4ier diffoulty n i^at moat of theae documecLta are in t^> 
aaenlar, at least in the nwffu^ where I have to carry on most of my hnsiqefl, 
and if all the auditors who came and gave certificates insisted on these docu* 
ments being translated into Kni^iab and then the translatians to be verified, 
it would entail unnecessary expense on tlie Management. 

7062. Sir Punhotamaat Thakvrdae .—Is it your point that the auditor 
should be a person who can read the vernacular ol the province I— TTes; 
but it is very difficult to get auditors who know the vernaculars. 

7063. But supposing it were possible to do so ?—Then the au£t6|* 
would raise other difficulties. For instance, difficulties regarding the 'loans 
given on the personal security of the partieE. He may not know most pf hhose 
parties. 

7064. Lala Harkiehen Lai. —Apparently, Sir, the witness is referrinff 
to special audit. The ordinary audittw promised long experience of local con¬ 
ditions does not find it difficult to reveal the true state of affairs in any bank* 

7066. Chairman .—Does an auditor even elected by h)s sbareboJders 
know every party 1 —Does he not go by what the shareholders say ?—He driSS 
to a certain extent, but the difficulties arc minimised because he knows a 
number of people doing business with the bank. If, oii the other hand, you 
send down a special auditor to audit a bank from somewhere, he will have diffi¬ 
culty in assessing the true state of affairs. He may not know certain parties 
and he may say that they have not repaid their loans and thus he may mark 
them as doubtful debts. Now, all that may be correct from his point 
of view, but at the same time it is not true. Some years ago we had an auditor 
to make up our accounts. He classified a number of items as doubtful debts 
and 1 can tell yon that they were all realised though some of the debts which 
he classified as good were lost. 

7066. Mr, Manu Subtdar .—Was he a special auditor ?—He was a ch^- 
tend accountant. 

7067. Sir Hugh Cocke. —With reference to the documents in the verna? 
oular, would they be title deeds 1—Yes. 

7008. Would there be any other kinds of documents I—Yes, sometimes 
promissory notes. 

7069. They may be in different vernaculars !—Yes. 

7070. And you do not expect the auditor to ba well-versed in all the ver¬ 
naculars of the province 1—He may be knowing one or two. 

7071. Is it not desirable therefore to have certified translations in Engliah 
from solicitors ?—Wc do not get such translations. 

7072. But if your auditor asked for such translations from the solicitors 
they could be produced ?—Yes. 

7073. Chairman. —Would not the difficulty in th3 case of an auditor 
elected by the shareholders be as great as that in the case of the special audi¬ 
tor I Would not an outside critic be justified in suggesting that the auditoTB 
selected by the shareholders who complacently take things on trust are not 
the sort of auditors who could be expected to safeguard the interest of the 
ahareholders ?—So far as my experience goes, the auditor is always very 
keen on saving his own neck. 

7074. Mr. Manu Subedar .—The problem before us is that several banks 
that failed were being audited and obviously the auditor’s report did not convey 
to the shareholders or to the depositors the true state of affairs which wore 
really bad two or three years before the failure. Now what should wo do in 
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OTdor to giro greater protection to the ahareholders and the depodtors !— 
My point is that we cannot make a fetish of this auditing business. We have 
to depend on the training and the integrity of the Management. 

7076. But the auditor gives a picture of the affairs of the bank supposing 
there is a big fraud going on ?—Yes, to a certain extent he does reveal such 
OAses. 

7076. You are opposed to the special audit which would also consist of a 
trained staff ?—If those audit reportsare kept confidentially, I would not object. 

7077. Chairman. —And if the audit reports go to the Eeservej Bank t— 
I will not object to that. 

7078. Sir Hugh Corhe. —Take your own particular bank and your own 
personal experience. Do you consider that audit has failed to present the 
correct position to the shareholders 1—I do not think. Sir. 

7079. So, your shareholders are satisfied with the audit reports ?—Yes* 
they are. 

7080. Mr. Lamotid. —With regard to these advances against title deed* 
etc., is it not your practice to send these deeds to your lawyers !—Certainly 
we do. 

7081. Now, if you get a letter from your lawyers saying that he has ex¬ 
amined the title deeds, can’t you satisfy the auditor?—He will still raise 
objections. He will, for instance, refuse to be satisfied as to the nature of the 
deed. The lawyers will, of course, say that they have exanoined the deed care¬ 
fully and find it correct but the auditor will express doubt as to the correct¬ 
ness of the signature. 

7082. Chairman. —You say that the business of Indian banks are not 
conducted on the lines of Exchange banks or of the Imperial Bank where loans 
are for short periods and the values easily ascertained. Are not the loans of 
^he existing Indian banks which are ei^aged in commercial banking, also 
mostly for short periods ? —As far as our bank is concerned, the bills discounted 
are for short periods. The other advances are carried on for longer periods. 
I do not know about other banks. 

7083. Are these advances for considerably large sums of money ?—Yes. 

7084. Sir Purahotamdaa Thakvrdaa.—When you say that these loans, 
continue for long periods, you do not make them straightaway for 3 or 6 
years. You give them for a year and then they are renewable !—Yes. 

7085. If you are dissatisfied with the borrower, you have the right at the 
end of the year to call up the money ?—Yes. 

7086. Therefore can you really call them long period loans !—They do 
manage to become long-period loan?. 

7087. Only with your approval and with your consent; otherwise they 
are liable to be called up at the end ot the year or six montiis. Would it not 
be correct therefore to say thut all your loans are for a period of six months or 
for a year, subject to renewal with the consent of both sides 1—In Exchaige 
Banks, for example, as each bill falls due, it is automatically replaced by 
others. 

7088. Chairman. —Those are bills which correspond to hundis, we are 
talking of loans. These are initially for twelve months, but they are renewable' 
with the consent of the lender and so far as I can make out, the position in 
regard to Exchange Banks is th-i same in regard to loans. As regards bills, 
the loan given for, say, 12 months may be renewed for another 12 months and 
SQ on. 
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7089. Lola Harkishen Lai. —You are using the word * loaij * for all 
advances. There are separate mortgagi deeds, for example, hundis and loans 
proper. Except mortgage deeds, the others are for a fixed period only, the 
maximum being one year ?—Yes. 

7090. Sif Hugh Cocke. —If I produce a title deed worth a lakh of rupees 
nnd I want a loan of Re. 30,000, you advance Es. 30,000 and you retain the 
title deed. What else do you take from him ?—We take a mortgage. 

7091. To the effect that the amount would be repayable within a certain 
time 1—Yes. 

7092. Chairman. —Would you also kindly explain what yon mean by 
values being easily ascertained in the case of loans made by the Exchange 
Banks and the Imperial Bank 1—I refer to advances on promissory notes, 
■shares or stocks which are easily ascertainable. 

7093. Are you also referring to mortgage deeds, because you would be 
giving loans on promissory notes and their value would be equally easily 
ascertainable!—Our securities are not of this nature. The values of Govern¬ 
ment promissory notes, shares or other stocks on the security of which 
Exchange and Imperial Banks advance are easily ascertainable. 

7094. But I think you told us just now that the security behind your 
loans also was Government promissory notes and shares !—No. 

7096. Your security, generally speaking, is mortgage deeds ?—^Mortgage 
deeds, personal credit or ornaments. We do a certain amount of business 
on the security of Government promissory notes or shares, but that is a very 
small portion of our business. 

7096. When you grant loans on personal credit, do you not take a promis¬ 
sory note ?—Yes. 

7097. Therefore there would be no difficulty in assigning a value to it 1— 
The value is the man’s value. 

7098. But there is a promissory note t —The promissory note is for a 
oertain figure ; you may attach full value or no value to it, it depends on the 
man. 

7099. Even the other banks you mention may, on occasion, give loans 
on personal security on promissory rotes !—Yes. 

7100. Dr. Hydcr. —Do you assess the value of ornaments on toe basis 
of the gold or silver contained in the ornaments or their value as ornamenus ? — 
On the basis of gold or silver contained in the ornaments. 

7101. What is the difficulty you refer to then !—The difficulty is to assess 
the quality of the gold or silver. Suppose I say the gold is worth Rs. 20 a tola, 
.^he party says it is Rs. 22 or 24 a tola, who is to judge between the two ! 

7102. Do you not go by the market rate !—The market rate is a different 
thing. We go by the actual worth of gold in the ornament. 

7103. Chairman. — You say that the reports submitted by Government 
auditors have been found to be wrong and misleading. May I suggest to you 
(that you are making a generalisation based upon an individual instance, as it 
has been pointed out to us that outside audit conducted by Government 
auditors in the case of Port Trusts, Municipalities, etc., has bwn found to be 
very helpful!—I know of two cases, one referred to the aud’t of co-ojierativo 
accounts and another to the Gaya District Board and I have read the replies 
^iven by Government in the Council. When one or two cases come up like 
thiiti there must be a good number which never seo the light of day. 
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71i0&. You aay that a privafte banking firm receiving deposits from the 

f ublic should be required to publish its accounts |M»perly audited once a year, 
t has been point ad out in the Provincial Banking Enquiry Gomnaittee’s reports 
that certain classes of indigenous bankers receive deposits from their friends- 
and relatives. Would you require these indigenous bankets also to pubj^lsh 
their accounts ?—Everybody becomes a friend when be comes to deposit 
money. I should expect the accounts to be audited. 

7106. Therefore you would make no distinction between the two cases ?— 
No. According to Indian interpretation the term ‘relatives’ is a very 
wide one. 

7107. If these private banking hrms also do other business like tradii^ 
would you require them to publish their accounts both in regard to their bank¬ 
ing business and their other business separately ?—I am not at all very keen 
about the trading account. 

7106. Therefore the account relating to the bankmg business should hfr 
kept separately from that relating to the trading business ?—Naturally. 

7109. You say that foreign banks or banking firms should be allowed to 
open offices in India only under license. Would you kindly tell tho Comnutte* 
what are the objects underlying this suggestion ?—My point of view is that 
banks from foreign countries should not be allowed to exploit the country. 
They should come here and be of some hslp to us ; first qf all, they should 
bring their own money, they should be here not only to fix up sign-boards 
and make money out of us. 

7110. Is that the only point ? This Bugg!stion is not based with refer¬ 
ence to any consideration arising out of the interests of the depositor ?—Yes. 
the balance sheets should also be a protection to the depositor. At present 
there is no restriction, a hank may come from any whore. I remember tha 
instance of a Japanese bank which closed its doors. 

7111. You say that 50 per cent, of the funds of these foreign banks or 
firms employed in India should be from their country of origin. Seeing that 
funds employed by them vary considerably according to seasonal conditions, 
would you kindly state wh-'’tlier your suggestion is practcable I—I do not 
•ee why it should not be. If they can raise funds to meet their seasonal re¬ 
quirements in the country, then they should be able to get it from their country 
of origin. 

7112. But would a definite limit like that be workable, seeing that the 
requirement of money varies largely, say, month to month ? If, for example^ 
the total amount of their borrowings in India were during the course of the 
year on an average 6(' per cent, would that meet your requirements ?—I 
would want it always from day to day. 

7113. You say that the activities of these foreign banks should be con¬ 
fined to the port towns. I take it that your suggestion is to restrict the opera¬ 
tions of these foreign banks to the financing of the foreign trade of India — 
Quite so. 

7114. If a part of the internal trade is connected with this foreign trade,, 
would you kindly tell the Committee whether you would prohibit foreign banks- 
from having any part in this internal trade ! I may iHustratc the point by 
giving yon a concrete instance. Supposing wheat is railed from Lyallpur 
to Karachi for export abroad, would you or would you not allow the foreign 
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7116. You suggest that special priYileges and concessionB may he given 
to banks Yl^oh sa^fy a certain standard. Would you kindly eirplailii srhat. 
priv,fIegeB and concessions ^ou have in mi^ ?—^Qie only privilege I haye in 
view is the facility for re-ducountiog. ^ery bapk wanto money and ciieftpor 
money. 

7116. You suggest that each provincial Goveriunent should aUow one 
scholarshjip every year tenable abroad, to svntaUe candidates for the next 
three years a^id thereaftsr every alternate year fqr theoreticaJ and pnaotical 
training in banking. It has been suggested by the Indian Insititute of Bfuplaeyr 
that it is desirable to send young Indians abroad to study international exchange 
and the various problems connected with currency and exchange after those 
peoj)le have had a good training in banks in India. Would you kindly favour 
the Committee with your views on this suggestion!.—Yes, it is a good sugges* 
tion. 

7117. Would you accept it !—Yes. 

7118. You say that under suitable safeguu’ds cheques of approved banks^ 
may bs accepted by all Government departments in payment of its dues. 
Would you kindly t xplain what yon mean by ‘ approved ’ banks ?—^I have 
in miivd the Beserre or Central Bank working and it will naturally have a Het. 
of apiffoved banks whose bills't may be re-discounting and whose accounts- 
it must be auditing. 

7119. You refer to banks approved by the Reserve Bank ?—Or any other 
iiwtitulvon or conitroUing authority which may be started or may be autho¬ 
rised by (Government for ihe purpose before the Reserve Bank comes into ex¬ 
istence. 

7120. You complain about the difficulty in getting hundi papers. Wpul^ 
you kindly tell the Committee from whom these are usually obtained f— In 
Patna, the provincial capital, there are one or two stamp vendors who stock 
hundis : otherwise one has to go to the treasury, put in a chalan and wait the 
who^e day to get it. 

7121. It has been suggested ?by one of the Provincial Bankiiig Oopi" 
mittees that these bill forms should be standardised and post offices should 
stock for sale th€se forms. Are you in favour of this suggestion ?—Yes, but 
why standardise the bill form 1 Hundi paper may be supplied. 

7122. You only want hundi paper and you want the post office to stock 
this and sell i;hem ?—Yf s. 

7123. You are not in favour of the standardiaation of the bill forms f— 

I cannot say either way. 

7124. Mr. Manu SKbedar .-—You know that under the Stamp Act *h- 
purchaser of every stamp paper has got to give his name if the post office sold 
the hundi paper under your suggestion. Would you want the names to be- 
takep by the post office or would you like hundi paper sold as wdinary 
ft^^ps ?—Names may be taken. 

7126. Jfr. Khaitan .—Suppose I buy hundi paper from the post office,, 
my name is taken there and a neighbouring firm is in need of hundi paper, he 
cannot take that paper from me and use it. Can he ?—He can go to the post- 
office to get one. 

7126. But is there any panf-icular advantage in the name being written 
ea ^ hundi paper f—I do not see any. 
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7127. If there is no advantage, why do you want the names to be taken 
down 1—No, I do not want it done ; but if it is wanted, I ^ no objection to 
its being done. 

7128. You say that the Imperial Bank does not trust Indian banks, but 
the instances you quote in the next two paragraphs relate to the old Bank of 
Bengal. Would you kindly tell the Committee whether you have any concrete 
instances which support your statement so far as the Imperial Bank is concern¬ 
ed %—Personally I think it is only a change of sign-boards and not a change of 
Jieart. The traditions are still there, and the methods of work the same. 

7129. What we are concerned at the present moment is whether you have 
any concrete instance to give us which would support your statement so far 
as the Imperial Bank is concerned 1—No, our experience with the Bank of 
Bengal was enough ; we do not want to start it again with the Imperial Bank. 

7130. You say that the Imperial Bank enters into active competi¬ 
tion with other banks in the business of transfer of funds and advances. Taking 
first the transfer of funds, is it not a fact that the Imperial Bank is required by 
the Government to give remittance facilities to the public at certam prescribed 
rates and that the Imperial Bank allows other joint stock banks facilities for 
remittance at half those rates for transfers between the branches of those 
banks I—Not always and everywhere. For example, at our Chapra office, 
they will only give that facility to us for transfers to Calcutta and not to any 
other place, Uko Bombay, and they insisted on our having a branch at both 
places. We are there on the same level as any ordinary merchant. 

7131. In this connection, would you kindly explain your statement that 
the charges of the Imperial Bank for transfer of funds are too high and that 
the bank does not go with the market or control’t!—In the season when the 
crop movement starts, we can get drafts on Calcutta at 2 annas discount, 
whue the Imperial Bank has always a fixed rate for transfers at ^ anna pre¬ 
mium. When I can make 2 annas by buying hundis, why should I transfer 
funds through the Imperial Bank, who stand on their dignity and stiffness 
and ask for ^ anna 1 

7132. But does not this show that the Imperial Bank does not compete 
with other banks in regard to remittance of funds ? The Imperial Bank has 
not a monopoly, so that when it suits you you can avail yourselves of other 
methods ?—But they are not always available. 

7133. Are they more frequently available than not ?—No, they are 
available for a month or two months in the year. 

7134. Then, apparently, the fact that the Imperial Bark is there operates 
-to youi' advantage,* because when the Imperial Bank rate is lower than what 
you can get in the bazar, you make use of the Imperial Bank; when the 
Imper'al Bank rate is higher than what you can get in the ba7;ar, you make 
use of the bazar rate I—I see no reason why the Imperial Bank rate should not 
also go down with the bazar rate. 

7135. I was trying to find out whether this so-called competition of the 
Imperial Bank does not, as a matter of fact, operate to the advantage of a joint 
stock bank which has got to send remittance from one of these places where 
the Imperial Bank has a branch 1—Not always. 

7136. Mr. Lamovd. —I find that the Bombay Provincial Banking Enquiry 
■Committee asked Mr. Gray, Manager of the Bank of India, Limited, this ques¬ 
tion ‘‘ do any of your branches get any facilities from the Immrial Bank of 
India for remission of funds ” and his reply was ‘ the Imperial Bank is very 
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reasonable with us in that respect 'I —^Thatwas hecanso Mr. Gray was there 
and not Mr. Pandit. 

7137. Mr, Manu Subedar. —Another joint stock bank like yours told us 
that the branch of the Imperial Bank charges for collection of cheques on their 
branch, whore the Imperial and joint stock branches are side by side, and also 
on demand drafts, so as to d’scourage people drawing cheques on the Indian 
liank and taking demand drafts on them. Is that your experience 1—No. 

7138. They are reasonable with you in that respect 1—Yes. 

7139. If I had my account with the Imperial Bank and paid in my- 
cheque on your bank, there would be no collection charges ?—No. 

7140. If I got a demand draft on you from my Calcutta agent, it would i 
be collected free 1—Yes. 

7141. So, that inconvenience you are not feeling ?—No. 

7142. But the other inconven’ence about remittance you do feel ?— 
Yes, the Imperial Bank tries to cut into our business. 

7143. Chairman. —As regards advances it has been suggested by some- 
witnesses that this competition between the Imperial Bank and the other banks - 
has brought down the interest rate to the advantage of the public. Would yon 
kindly give your views on this suggestion 1—If the securities taken by the 
Imperial Bank are such, like Goverrunent promissory notes or approved shares, 
the rates would be brought down; otherwise the business always goes to the 
Imperial Bank as they can always get them at a much cheaper rate of in¬ 
terest than we can. The pick of the business is done by them. 

7144. You say that the new branches of the Imperial Bank, in a numbe*^ 
of places, serve no useful purposes and only cut into the business of local banks* 
Would you kindly give some instances where these branches of the Imperial 
Bank have cut into the business of the local banks and furnish tin Committee 
with some more details about such cases f—We have Our branches at Gaya and 
Chapra where the Imperial Bank also have opened their branches. The Impe¬ 
rial Bank have a large amount of deposits at these places some of which might, 
have been at other offices, but about other business they are not doing much. 
They are only trying to get into our business. 

7145. You have already said that they cannot touch certain classes of 
yonr business; they can only advance money on such securities as they are 
allowed to take under the Act. From what I could make out from your pre¬ 
vious answers in regard to remittances, their jtresence is rather helpful to you 
than a disadvantage. Will you therefore kindly explain the extent of the com¬ 
petition they are having with you ?—For example, at Gaya, they are advancing 
on ornaments up to Rs. 600 at 7 per cent. That is competing with us. 

7146. And you used to make these advances at a higher rate of interest !— 
Certainly. 

7147. Mr. Manu Subudar. —Has the competition been such, with regard 
to your bank or any other bank, as to force them to withdraw that branch from 
a particular centre ?—Not to my knowledge. 

7148. Then your complaint merely is that they take the plum of the busi. 
ness and the residue is there which they cannot touch 1—Yes. 

7149. Is it also your complaint that the Imperial Bank is actually able 
to lend out in a manner which satisfies the letter of the Act but not the spirit I 
—No. 



T!i 86. HaT^ 3 ^ cbtli6 across any caSes where the ^mj^i:1al Bisiik have 
accepted as collateral securities two-name promissory notes which they are not 
aH<Wretl to do under the Act 1—^^No case has come to my knoT^^dge. 

7151. Mr. Ru^hforth. —Have they affected your deposits in these placest 
—Tes, to some extent. 

7152. On what ground do they take some of your own deposits I —;! do 
pay a higher rate of interest, but some people want to go to Imperial Bank. 
Their savings bank rules arc more liberal ; they allow Withdrawal, practically, 
of the whole deposit if the depositor so wishes, while our rules restrict with¬ 
drawal. 

7153. There are no restrictions on current account 1—No. Many people 
prefer the Imperial Bank. If the branch had not been there, wo would have 
^ot the deposits. 

7154. Dr. Hydtr. —Before the Imperial Bank opened branches at Gbapra 
and Gaya, did you have to pay a lower rate of interest on deposits than you 
usually pay ?—No, we are paying tlie same rate. 

7165. Ohairinan. —Had your rates on advances to be reduced after the 
Imperial Bank came to Ohapra or Gaya 1—To some Citent. 

7156. Have you got aiiy statistics which would show what the volume 
of your loans and your advances and deposits at, say, Gaya or Chapra used to 
be before th.'s Imperial Bank came there and what the volume now is ?—Of 
course we have an increasing volume of business, 

7167. In spite of the competition of the Imperial Bank, the volume has 
been increasing 1—Yes. 

7168. Mr. Manu Subedar. —Does it mean that you have cut some of the 
indigenous bankers or that the banking habit has increased ?—The banking 
habit has increased. 

7169. With regard to your suggestion that foreign banks should bring 
50 per cent, of their funds employed in India from their countiy of origin, 
do I take it that your suggestion is due to your feeling that India’s savings 
«hould all go to Indian banks 1 —Quite so. 

7160. And the money sa ved in India on deposits with banks should go to 
Indian banks 1—Yes. 

7161. A suggestion has been made to us that, following the rule iii the 
United States, Canada and other foreign countries, there should he a restriction 
on the right of the foreign banks to take deposits in this countij-, i.e., they 
should not be allowed to take deposits at all. What do you say to that 1—I 
would not go so far just now ; it would be too drastic a change. 

7162. But you would not hesitate to make such restrictions as might be 
found necessary in the interests of Indian banking ?—Certainly not. 

7163. If I told you that the Exchange Banks do not bring any resoutoe 
from abroad to India, but that almost the whol< of their ad-vances are from 
Indian deposits, then under the 50 per cent, rule you would tiake away 60 per 
cent, of their depoSit.s 1—C rtainly. 

7164. Sir Hugh Cockt. —It has been suggested to us by other witnesses 
that bank auditors should be auditors of at least 6 years’ standing and they 
should not be recently qualified men. Do you think that auditors should 1» 
men of special experience 1—Yes ; we agree that auditors should be- qualified 
men and with ex^ience. 

7165. On the question of doubtful debts, you remember Governme^ 
made a change in form “ F ” in 1926. Government held that if banks provide 
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ftit a Bfecret restrVd iH tbe case of bad and doubtful debts in form " F ” that 
WObM suffice. Db you apjjrove of the change ?—Yes. 

7166. You spoke of the progress of your bank in spite of the fact that the 
Imperial Bank has a branch at your centre. Do you think postal cash Certi¬ 
ficates have affected your deposits in any way 1 —No doiibt it haS affected to a 
little extent, but I do not think that has seriously affected the deposits in our 
bank. 

7167. You agree that the progress of your bank iS due mostly to gbfiferal 
education, in banking habits and other things, of the people ?—Yes. 

7168. And th' withdrawal of the stamp duty on cheques might also have 
induced more people to have current accounts with you. Is that not so ?— 
Yes. 

7169. Mr. Devadhar. —With regard to your remarks about audit and tha 
■quotation given by you under Appendix “A” do you say it refers to the 
audit-conducted by the Bihar and Orissa Co-operative Federation ? Do thes® 
accounts that you refer to refer to the members of the Federation ?—I could 
not enlighten you about that. 

7170. Were you ever a member of the Federation ?—No. 1* have not 
gone into the details of this matter. I was only concerned in the way in which 
OOvernmeilt auditors had done their business. 

7171. Would you exclude auditors of the Federation from that charge !— 

I know nothing about them. 

7172. You have nothing specific to say about the mistakes pointed-out 
by the Federation 1—No. 

7173. Mr. Sarkar. —Regarding foreign batiks, you say that 60 pet cerffri 
of tlwk funds employed in India should be from the country of origin; Will 
you exclude funds deposited by their otrn nationals in India !—All money re¬ 
ceived in this country should be included in the 60 per cent. I consid^ all 
deposits received in India by these banks should be included in-that mazgim 

71T4. Mr. Khailan. —I would like to ask you some questions aboQK the 
difficulties that Indian banks have met with in relation to QoTernmarit. Ths 
first thing you have mentioned ’S about a building site bedng refused to ytm 
in the New Capitol at Patna, but being given to the Allahabad Bank. It is 
really difficult to understand the attitude of Qovetnment in th’s matter. Do 
you really mean to say that when you applied for a site to Government you 
Were refused and the Allahabad Bank got the sSme site later ?—I applied 
when Government acquired lands and I received a reply after about two 
years’ time that the Government were considering the matter. Hwn I 
approached the Collector and he told me that these places were meant for 
professional people. Later on, one fine day I found that the building for 
the Allahabad Bank was coming upon that particular site which wasrtiused 
tome. 

7176. Were yon ultimately given the site ?—•! did not care to apply 
again and there were no other good sites available. 

7176. After that plain reply from the Collector, you possibly thought the 
matter was closed but still later on the Allahabad Bank got it. Is that your 
point l-*Yes, that is my grievance. 

7177. Sir Hugh Cocke. —How long after that the Allahabad Bai^ got 
hold of the wte to which you ref.r thii^ they got it in abouta yeS^r’st'me 
after Government refused the* same to i*e. 
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7178. Mr. Khaiian : And the Government did not even wiite to yom 
later giving the option of having the site for you ?—They did not communicate 
with me at all. 

7179. The next instance that you give is equally puzzling. You refer to* 
the electrification scheme at Cuttack t—^It is more puzzling to me. 

7180. Mr. B. Das practised as a consulting engineer in Bombay for 
several years !—Yes. 

7181. He belongs to Cuttack itself !—^Yes. 

7182. He was a local man with local experience and ho represents Cuttack 
in the Legislative Assembly f—Yes. 

7183. Now, Government in their original proposal offered to give a loan 
of Rs. 3 lakhs to Messrs. Octavious Steel and Company and in addition to that 
your bank was prepared to guarantee another loan of Rs. one lakh ?—The 
whole scheme submitted to Government was for Rs. 4 lakbs and we were to* 
advance Rs. one lakh and Government Rs. 3 lakhs on the mortgage of the 
properties of the company. 

7184. Mr. Manu Suhtd^ar: Who were to have the priority ?—Govern¬ 
ment. 

7185. Mr. Khaitan : You know that a syndicate consisting of I)r> 
B .C. Roy, Mr. S. C. Bose, Air. N. R. Sircar, Mr. N. C. Chandar and 
Mr. P. D. H. Sinha also applied for this licence of electrification of Cuttack 
and they were also refused 1—Yes. 

7186. So far as this syndicate wore concerned, they were not an inexpe¬ 
rienced body but they have got valuable experience in doing business of that 
sort at Shillong, Gauhati and other places 1—Yes. 

Chairman: We have already got all these facts before us and there is 
no use pui suing this point with the witness. It is entirely a matter which we 
shall discuss later. 

7187. Mr. Klmitan: You said you were prepared to accept the second 
mortgage leaving the preference to Government to have first charge ?—Yes. 
It was a condition precedent that Government should have its first charge and 
we were to be satisfied with the second mortgage. 

7188. You also refer to instances in the Gaya District Board. It takes 
my breath away to understand it. The arrangement seems to be that some 
firm of contractors got a contract from the Gaya District Board to do a certain 
kind of work. Is that so !—There were several contractors and different 
works. 

7189. I am only trying to understand the position. As I understand 
your statement, it seems to be that the contractors as they carried on their 
work would be financed by you I—Yes. 

7190. That is, that would be 1^ per cent, per annum* and ultimately when 
the work was completed, the District Board would pay you the money as they 
have the knowledge that you were financing them. Is that the position !— 
Yes. 

7191. Except the fact that the Gaya District Board was recognisirg* 
your financial policy with the contractors, was there any separate or distinct 
or independent arrangement between your bank and the Gaya District Board f 
—There was absolutely no such arrangement. 

7192. How was this arrangement then considered so bad as to take tho 
breath of Government officers away 1—^I do not know. 
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7193. Do these cortractors do the business independently of others -with 
their own money 1—No contractor does any business without borrowing. 

7194. Chairman : This matter has been referred to by the Bihar and 
Orissa Committee and I thirJc this is one of the instances which led to the 
supersession of the Gaya District Board. Is that not so ?—Yes. 

So, then, we shall leave the matter at that, and discuss it among our¬ 
selves later on. 

7195. Mr. Khaitan : As you have made your ruling in regard to that 
matter, I do not want to proceed with that jjoint. (To witness) There is 
another case of the Gaya Municipality to which you have referred. 

Chairman : There are matters, about the elaboration of which we are 
not really concerned because the Bihar and Orissa Committee having gone into 
the matter thoroughly have recommended a change in the rules of accounts. 
If the Auditor General has laid down a rule in regard to this matter, it is not 
for us to go into it at this stage. 

L:da Harkishfin Lai : Am I to understand that we really cannot dis¬ 
cuss the action of the Government here ? If the Auditor General passes a 
rule, can we not discuss his attitude here ? 

Chairman ; We can discuss the fact among ourselves. 

7196. Mr. Manu Siib^^dar : With regard to the Octavious Steel Company, 
is it a company registered in Bihar ?—It is a European company pure and 
simple having its office at CeJeutta. 

7197. Sir Purehotamdaa Thahurdoa: You heard this morning the evi¬ 
dence tendered by the Bengal National Chamber and you remember they 
advocated that the depositors should have a voice in the bank management 
and with that in view they suggested that the depositors should have one of 
their representatives to be a director of the bank. Now may I ask you how 
you view that suggestion as a banker of over 18 years’ experience ?—I do not 
think this suggestion is practicable. If a man to day is a depositor, he may not 
have anything to do with the bank to-morrow and stilhhe will continue to 
be a director 1 And moreover, he may have only a very small dcpcsit with 
a bank but still he will try to have his say in the bank management. My 
point is that if any body desired to bo a director, ho can very well become a 
shareholder and thus help in the development of the bank. 

7198. You therefore do not favour that suggestion?—I do not favour 
that suggestion. 

7199. In your interview with the Bihar and Orissa Provincial Banking 
Enquiry Committee you referred to an advertisement for tenders for build¬ 
ings at the Kanke Mental Hospital which specified that security would be 
accepted in the form of cheques on the Imperial Bank or on Lloyds Bank but 
not on Indian Joint Stock Banks. Is that not so ?—Yes ; the point is that the 
afivertisiment did not specifically exclude joint stock banks but it only 
mantioned the other two. 

7200. Are these cheque's certified cheques ?—No. 

7201. A man may or may not have an account for that matter with a bank 
for purposes of operating through a cheque. Is that not so ?—Yes. This is so. 

7202. Have you heard of any such instances of such restrictions being 
placed or is it a solitary case you have ever come across ?—This is the only 
solitary case. We followed this up and Government said that it was a mis¬ 
take on the part of the steward of the hospital who mentioned these in the 
advertisement. 

VoL. Ill 2 z 
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7203. You also rafer to the fact that your bank alone is not permitted to 
cut bad coins when they are j)reaented at-the counter. Do other banks in 
your province enjoy this privilege of cutting bad coins ?—So far as my inform¬ 
ation goes, mine is the only bank which is thus excluded from enjoying such 
a privilege. As a matter of fact, I have received a letter from Government 
disallowing permission for our bank. 

7204. Other banka in your province such as the Chota Nagpur Banking 
Association, The Benares Bank and other banks have been given this pri¬ 
vilege. It is not therefore a discrimination made against Indian banks gen¬ 
erally ?—I think it is not a discrimination against Indian banks generally, but 
it is a discrimination made against our bank particularly. 

7205. Mr. Mann Subtdar : Is it your knowledge that all European banks 
working in your province have got that privilege ?—The Imperial Bank and 
the Allahabad Bank are the only two European banks working in our pro¬ 
vince and I know they enjoy that privilege. 

7206. Sir Purshotamdas Thaknrdas : It is only a discrimination against 
your bank and not Indian banks in general 1—That is so. In all matters 
concerning oiu bank’s relation with Government we invariably get the reply 
the unceremonious “ No 

7207. Sir Purshotamdas Thakurdas : Are there any more instances of 
this nature 1—No. I have not come across any. 

7208. You say that the present position regu,rding credit facilities for 
producers, ra<;rchaTits an.! manufacturers is highly uiisitisfactory. Credit 
facilities are no doubt availablo to certain classes but these are often found 
to be inadequate. Have you any views regarding the titilisation of the indi¬ 
genous banker for the purpose of providing credit faeih'ties for producers, 
merchants and manufacturers in the urban and the rurai areas with which 
areas your bank is particularly interested !—It is a very difficult question to 
answer. 

7209. But do you agree it is a valuable question for this Committee to 
consider ?—Yes. 

7210. Therefore is it not necessary for us to obtain the benefit of your 
long experience 1—It is for wiser heads than myself to advise. I can only say 
Shat Mahajans and shroffs may be able to finance the agriculturists and the 
smaller merchants. 

7211. So you think that there would be a solution in that direction !— 
Yes. 

7212. 1 believe you remember the question which Mr. Khaitan asked the 
Bengal National Chamber of Commerce this morning while you were present. 
Do you think that if the indigenous banker observes all the restrictions 
common to other banks and enjoys the facilities open to those hanks, he may 
be more useful than he is to-day 1—Certainly. 

7213. May 1 ask whether you would be prepared to make the privileges 
which you recommend equally applicable to the indigenous banker as the 
other banks 1—Yes. 

7214. So you treat the indigenous banker on the same lines 1—Yes, pro¬ 
vided he satisfies the accepted standard and observes all the restrictions pres¬ 
cribed. 

7215. My. Lamond : ^ill you please refer to your memorandum where 
you.say “in the supply or exchange of currency notes and of silver^ there is 
always trouble. The i8su3 of notes is restricted on the supposition-tbat theas 
will be utilised for remittance purposes ”. Have you made any- ooraplaini 
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Abeut it to the Imperial Baiift f—Yes. They say *' we are prepared to supply 
you notes but you should not use them for remittance purposes ”, 

7216. And you give the assurance ?—I have to ; otherwise they would 
not issue the notes. 

7217. But you never fail to get them when you ri'ally want them?—Some* 
times there is trouble. 

7218. Even if you give the assurance ?—Yes, even if I undertook not to 
use the notes for remittance purposes, they would be suspicious. 

7219. Mr. Khaitan : I would like to understand in more detail your 
point about the documents accompanied by railway receipts, etc., and I want 
to know what facilities you require for the future, because our Committee is 
chiefly cotieerned with facilities for the future. You say you have to keep 
Government promissory notes with the Imperial Bank. Can you explain to 
me the whole position more fully ?—My point is that although these docu¬ 
ments are accompanied by railway receipts, still the Imperial Bank would 
not help unless my bank placed Government securities with the Imperial Bank 
to Safeguard against, I don’t know what los.se8. 

7220. If it is collection work, then the Imperial Bank certainly do not 
run any risk ?—They give me credit for that amount. 

7221. First, your client discounts the hundi with you and then you redis¬ 
count the hundi with the Imperial Bank. Now, does the Imperial Bank 
require ary margin for this ? —They give me credit for the full amount. 

7222. Supposing you had promissory notes worth Rs. 10,000 with the 
Imperi"’ Bank and supposing you give the Imperial Bank hundis worth 
Ra. 25,000 would the Imperial Bank rediscount the hundis for tne remaining 
Rs. 16,00<J 1—No. They will not. They w^ll only rediscount the hundis to 
the extent of the security placed with them. 

7223. In spite of the fact that the documents of titles are accompanied 
by the draft ?—Yes, in spite of that. 

7224. In order that you may carry on hundi business, is it necessary for 
you to have recourse to the Imperial Bank because you have not got branches 
of your own Bank ?—1 must go to them. 

7225. In view of the fact that you have got to maintain a full deposit 
of securities with the Imperial Bank, is your hundi business reduced on account 
of that ?—We do not feel it. 

7220. But you believe it is a hardship ?—Yes, if I were to withdraw the 
securities from the Imperial Bank for an 5 ' other purpose there would l*e diffi¬ 
culty. 

7227. And you do not consider it good banking business for a banking 
institution not to deal with other people without deposits ?—For an ordinary 
client there is no hardship. He has to deposit no security and he can get his 
hundi discounted more easily than our bank. 

7228. Chairman: Am I to understand that while the Imperial Bank 
would require full security from your bank, they would rod’seount the hundi 
for any merchant in the bazar without any security ?—Yes. 

7229. Is it deliberate ?—It is. 

7230. Is that the policy of the Imperial Bank ?—1 think so. 

7231. How long has this practice been in existence !—It has been there 
«liarong. 
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7232. And do yon apprehend that this difficulty arises out of the fact 
that you are competing with the Impelial Bank ?—Yes; in c'eitain matters 
of business. 

7233. Is that the feeling with you ?—It is not for competition, they do 
not want to touch these Indian banks, they do not know what may happen. 

7234. Is it because the Imperial Bank feel that you are competing with 
them in banking business that they do not want to give you the same facili - 
ties as to an ordinary trader or is it becaus? of the colour of your skin or 
because of want of confidence ?—I do not exactly know what the reason is 
As regards wart of confide nee, they would give the facility to the man in tha 
street rather than help an Indian bank. 

7235. Mr. Khaitan : When you present bills to the Imperial Bank for 
rediscounting, does th? Imperial Bank also look at the signature of the drawer 
of the bill ?—Supposing the re is a very big merchant in Patna who has dis¬ 
counted h’B bill with you and you present the same to ths Imperial Bank for 
rediscounting. Now the Imperial Bank has got the signature of that big 
merchant and also your signature in addition. In that case would they still 
object to rediscounting the bill simply because it came through you ?—Yes. 

7236. But you satisfy yoiii self before presenting the bill that the drawers 
are all good parties l-^ertainlj'. 

7237. Could you kindly tell us if you have no objection, as to what is the 
turnover of your bank in a year 1—I think it would bo about a lakh a month 
or say 10 lakhs a year. 

7238. Seih Hail AMoola Haroon : What rate does the Imperial Bank 
charge from the merchants ?—3 annas. 

7239. And from you also 3 annas ?—Yes. And still they are refusing. 

7240. Sir Purehotamdas Thakurdaa : Why do you find it necessary to 
go to the Imperial Bank even wh?n they do not give you any special facilities? 
Is it because you have no branches of your bank doing business in other places ?' 
—^Yes it is for that reason. 

7241. When the security which the Imperial Bank demand from you 
particularly is so galling, why do you not give the bills to the Imperial Bank 
for collection and then claim money ?—In that case, the rate would be higher, 

7242. What will be the difference ? —One or two annas more. 

7243. Which means practically that they compel you to rediscount the 
hundi with them oven though do not want money immediately ?—Yes. 

7244. Mr. Lamond: I think they would charge you the same rate ?— 
No, Sir. I hav'o often told the Imperial Bank Agent that I do not want money 
and have asked him whether ho would charge' me lesser rate and he never 
agreed. 

Sir Piirshotamdas Thakurdas : Either Mr. Pandit is under a misapprehen¬ 
sion or the Imperial Banlc is doing something which it is difficult to understand. 
I am personally not intimate with th’s part of their business. I tbink Mr. 
Lamond would know the system. 

Mr. Lamond: What Mr. Pandit says is wrong. {Witness) I would be 
glad if I were wrong. 

7245. ilfr. Lamond : What is the stamling of your bank ?—19 years. 

7246. Chairman: Of course you are a joint stock banker. Is the 
indigenous banker under the same difficulty ?—He has not got those securities. 
The indigenous banker is therefore better off than myself. Even a small 
merchant in the street is much better off than myself. 
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7247. Mr. Manu Subedar : Does it have the effect of inducing the mer- 
ohant to go direct to the Imperial Bank rather than come to you ?—Yes. 
Many peO];le go direct. Only the Bank’s way of doing business and the long 
hours the customers have to spend at the Bank make peojilo come to me. 

7248. But for that .accident, it means that merchants would rather go to 
the Imperial Bank ?—Yos. 

Mr. Buckley ; Sir, I think there must be some rciistake somewhere. 

7249. Dr. Hyder : Has the same manager been there all these years ?— 
No ; there have been 10 or 12 agents ever since I started my bank. 

7250. How long have you been doing hundi business?—For the last 
3 years. 

7251. Did you have any trouole before the present agent took over 1— 
We had not had that business before. 

7252. My object in asking you all this is to find out whether this is the 
accepted policy of the Imperial Bank ?—I can’t say, but this is certainly 
their practice. 

725.1. Sir Purahotamdae Thakurdaa: Could you kindly send us a short 
memorandum showing the rate which the Imperial Bank has been charging 
you for bills which you wanted to have rediscounted and for bills which you 
wanted to have collected ? Such a statement would help us much. (Ths 
witness promised to obtain the information from his office.) 

Mr. Lamond ; I will wire for that information, Sir. 

7264. Mr. Manu Subedar : If you have no objection, could you give us 
just approximately your expense's of running a branch for a month ?—A new 
branch will cost about Rs. 300 to 400 a month. 

7265. Sir Hugh Cocke: But its cost would increase later. Would it 
not ?—Yes, certainly with the increase of the staff. 

7256. Mr. Manu Subedar : Will it come to about Rs. 1,000 a month 
later on ?—Nearly Rs. 800. 

7257. Sir Purahotamdaa Thakurdaa: What do you look upon as a reason¬ 
able pay for a branch manager ?— Rs. 150 a month. 

.7268. With lodgings ?—Yes with free lodgings. 

7269. And would the man be a graduate, a B. Com. or would he be a 
practical man who has obtaiued training in your bank ?—He ought to be 
trained in a bank or somewhere else. 

7260. Would he be a graduate ?—^May or may not be ; it would be better 
if he is. 

7261. He should be able to speak and write English ?—Yes, correctly. 

7262. Witneaa : There is a matter which I wish to bring to your notice 
about endorsements on cheques. We had some difficulty in regard to cheques 
endorsed in the vernacular and the treasury people insisted on a translation 
being made of the vernacular endorsements. We referred the matter to the 
Accountant General. Our point was that we saw no reason why we should be 
made to translate theso endorsements. The matter was referred to the Legal 
Remembrancer and it has been decided that it must be done under the Devo¬ 
lution Rules. This is a point I would likj the Committee to consider and 
I shall leave the pai)ers with jmu. 

Chairman : I am afraid with Devolution Rules and various high autho¬ 
rities we cannot do much. 
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Sir Joseph Kay, Kt., and Mr. T. Maloney, representatives of the Bombay 
HOlowners’ Association, were examined. 

7263. Chairman : You represent the Bombay Millowners’ Association ! 
—Yes. 

7264. You refer to the confidence engendered in the ’nvesting public by 
the suocf ssful management of the cotton and jute industries over a long peripd 
of years. Has the confidence of the investing public in the cotton industry in 
Bombay been sustained over a long period of years ?—Yes. 

7265. How long would that period be ?—Ever since my time, 22 years. 


7266. Later, you refer to “the growing public distrust of industrial 
movements ”. How would you account for such distrust in spite of the confi¬ 
dence engendered by the successful management over a long period of years, 
to which you have referred 1—think it is due to general world-wide depression 
which is affecting the Bombay cotton industry just as it is affecting evpry 
other industry. 

7267. Is it wholly due to that cause ? Did it not start before the world¬ 
wide depression started ?—No, I do not think so. 


7268. Therefore, would I be correct in assuming that up to twelve months 
ago there was no trouble over the arrangements which were in force in Bombay t 
—I think the world-wide depression commenced rather before that. The real 
trade depression, not quite throughout the world, but in most countries of the 
world, commenced four or five years ago. 

7269. It was not a world-wide depression ; I think it was confined to- 
certain countries only 1—With the exception of America, I think most 
countries were feeling the decline in trade which commenced four years ago. 


7270. Have you heard of complaints regarding inefficient marwgexr(ent 
of several cotton m’Us ?—I have heard loose statement made on a good nsMiy 
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occaaionfl regarding the inefficient management of cotton mills and I havd 
never yet had them substantiated. The TarifF Board inTestigatcd this matter 
and I may quote from their report which says :— 

“.It is not any particular system of the management which la¬ 

in any way responsible for the present depression. The systefip 
of remuneration of managing agents has in no way eitlier caused 
or contributed to the depression in Bombay in spite of the faet- 
that it is in that centre that the system of commission on prcfits- 
which we consider the most satisfactory is the one most generally 
adopted. 

Though allegations of malpractice s on the part of managing agents were 
made by several witnesses, no substantial evidence was bior^it!" 
forward in support of them. The authority quoted in all caseb' 
was merely tumour or statements which have appeared in the 
press. 

It is significant that when questioned in camera on the point, the witne ss*- 
es who made statements of this kind we re nev:r able to give the 
names of more than one or two mills and these names were almcst 
always the same ”. 

In addition to the Tariff Board, the Fawcett Committee, which sat after the 
Tariff Board, also investigated into these allegations made against the manage¬ 
ment of mills and came pretty well to the same conclusion. I have not got a 
copy of the Fawcett Committse’s report, but that report may kindly be looked 
into.. 

7271. You state " so long as the industry continued to prosper, no difficulty 
was experienced in raising all the working capital required, but ns soon as 
trade depression set in and the mills were faced with rising stocks and dimi¬ 
nishing sales, public confidence which had proved so reliable an asset was 
lost, and a gradual withdrawal of deposits came to be made ”. Are you 
refen ing to the cotton mfils in Bombay or to all the mills in the province in¬ 
cluding those of Ahmt'dabad ?—We are only referring to Bombay, because we 
felt the depression earlier than Ahmtdabad. 

7272. But we have been told that in spite of the depression in Ahmedabad 
they are finding no difficulty in getting th.^ix finance from this source of depcsits. 
As a matter of fact, they are now managing to get long term depositsl— 

I do not think the acute depression has yet reached Ahmt dabad. In Bombay 
we have suffered from a great deal of industrial strife commencing in the year 
19^. During that year ws had a short strike of six weeks, v e had one in 192& 
a .prolonged strike of six months in 1928, followed by an intermittent strike, 
which lasted nearly six months in 1929. These periods did affect very seriously 
the workings of the Bombay mdls and my submission is that as a result of these 
prolonged stoppages, we lost a lot of our markets to Ahmedabad. After all, 
if you take the production of 80 mills for six months off the^narket for two 
years in succession, it will drive busineBS into other channels and it is my con¬ 
tention that Ahmedabad mills are benefitting by the prolonged strikes in 
Bombay. So the acute depression has not yc.t reached that place. 

727,3. Docs this lack of public confidence to which you refer arise from tb® 
fact that the mills in Bombay cannot now pay the same interest on deposit* 
which they used to, or does it arise from an apprehension on the j art of the 
depositing jjublic that in the present dcprcBscd state of the mill industry in 
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Bombay they may not be able to get back their deposits when they want to 
withdraw them 1—It is dne to want of confidence that the mill industry is not 
so prosperous as it was four or five years ago. 

7274. The public are afraid that if they were to deposit more money with 
the mills they might not be able to get back the "r depos’ts ?—In certain direc¬ 
tions I think that is the case. 

7275. Is it not a fact that in Ahmedabad the industry runs on financt.s 
received from the public and the managing agents with very little or no assist¬ 
ance from banks ? Can you toll us whether there is any difference in the posi¬ 
tion of the industry in Bombay and in Ahmedabad, if so in what directions, and 
what in your opinion such difference is due to 1—I think we havi- in Bombay 
more ass'stance from banks in the way of finance than in Aljmedabad. I can 
give you my figures. I have not got the Ahmedabad figure s, but I have seen 
statements where it has been argued that Ahmedabad has Irad very little assistr 
ance from banks. As regards Bombay, tho latest return for 52 mills shows 
that we have on loan from banks at the present time 4 crorrs 71 lakhs of rupees. 
It is more than what Ahmedabad has. I think the basis of the finance is the 
same, or has been the same, up to recent days, i.e. wc have relied to a very 
great extent on fixed deposits for our working capital, but we have evidently 
usad the banks more than Ahmedabad if the figures arc any indication. Out 
of the 4 crores 71 lakhs, 4 crores 39 lakhs carry the guarantee of the managing 
agents. I cannot account for the difference except that it may be advances 
against Government securities. 

7276. Mr. Lamond : Have you the deposit figures for the same 52 mills ?— 
I would give it to you this way : our total unsecured loans for the industry as 
a whole in Bombay on 31st December 1928 were roughly 6 crores 95 lakhs. 

7277. Some of this money may be the agents’ ?—I shall submit those figure 
later. 

7278. Mr. Kkaitan : Is it not possible that some of the amounfs included 
in 6 crores 96 lakhs are loans from banks unsecured 1—There is not a great deal 
of loans from banks unsecured in the Bombay mill industry. 

7279. Sir Purshotamdaa Thakurdas : To which year do these figures refer ? 
—The figure of 4 crores 71 lakhs is for 1930, the other is for 31st March 1929. 

7280. Up to what period in 19.30 does the first figure cover ?—Say Ist 
August 1930. 

7281. Do you not think there is a little difference in having figures for one 
as on 31st March 1929 and for tho other as on 1st August 1930, because during 
the intervening period the mill might have done worse and the confidence of the 
public cannot be said to be the same th’s year in August as last j’^ear in March? 
—That is true. 

7282. Would it be possible to have figures in respect of both the items as on 
31st March 193i) ?—It takes a long time to get these figures from mills. 

7283. Can we have them for Slst March 1929 or 30th June 1929, for which¬ 
ever period you can get the figures casOy for the same number of mills ?—Yes, 
I have only figures here for 52 mills and I have yet to collect figure s for another 
3 O mills. 

7284. Chairman : If we take, say, Slst March 1929, can wo got figures for 
all the mills?—I should be able to get figures for that particular date, otherwise 
I shall have to make new enquiries. 
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7285. In addition we want deposits on the same date and for the same num- 
'ber of mills ?—We could collect that. 

7286. Sir Pursholamdaa Thakurdas : And the agents’ own money ?—I can 
give you recent figures. 

7287. Chairman : If you could kindly put it in the same statement for the 
flame period, it would bo of great help !—We will do that. 

7288. Sir Pitrshoiamdas Thakurdas : What >8 the agent’s money included 
in 6 crores 95 lakhs ?—The amount of loans advanced to mills by managing 
agents is 7 crores 69 lakhs. 

7289. Chairman : In addition you have the public deposits, or would they 
be includad in the 7 crores 69 lakhs ?—The public depcsits are in addition. 

7290. It is really this figure then that is wanting for the 62 mills. If you 
want to give figures for all the mills, then all these figures would have to be 
adjusted ?—Yes. 

7291. Sir Purshotamdas Thakurdas: Do I understand that the managing 
•gents’ own money is 7 crores 69 lakhs, double what the banks have advanced 1 
—Yea. 

7292. And more than what the public deposits are ?—Yes. 

7293. 1 understood you to say that the public deposits were 6 crores 96 
iiikhs 1—That is not for the same period. 

7294. If it was 6 crores 95 lakhs for April 1929, roughly it may be the same 
now, so that the largest financiers have been the managing agents with thrir 
own money 1—Yes. 

7295. I suppose this represents the managing agents’ own money, net the 
money procured by the managing agents with their own guarantees ?—No. 

7296. Chairman : Would you kindly send us figures completed for the same 

date and for the same number of mills representing, firstly, managing agents’ 
own money, secondly, public deposits, and, thirdly, advances by banks includ¬ 
ing those grantc^d on personal security ?—Yes. ^ 

7297. Sir Hugh Cocke : If it is no additional trouble, we would like to have 
debenture capital also ?—Thor? would be no difficulty as regards that. 

7298. Sir Purshotamdas Thakurdas : Would not that figure be in the printed 
balance sheet ?—We have it for December 1928, 2 crores 44 lakhs, 

7299. Have you ever tried to get corresponding figures from Ahmedabad 
balance sheets ?—No, we have never received anything from Ahmedabad 
except summarised statements showing returns on capital. According to our 
oonsolidated balance sheet, our total loans, including debenture and other 
loans, amount to 11J crores. 

7300. Chairman : Have you any information to show that there has been 
any reduction in public deposits, say, in the last twelve months or in the 
course of the last three or four years ?—I can give it to you in the way of un* 
secured loans. In March 1924 our unsecured loans were 11 croics 19 lakhs ; 
in March 1929, they were 6 crores 91 lakhs. 

7301. Sir Purshotamdas Thakurdas : Have the bank loans gone up during 
that period ?—I am afraid we have not got the figurt^s. 

7302. Chairman : Has there been any reduction dur ing this period in the 
facilities which the banks have been providing you with ?—I think bank shave 
been very cautious and have been curtailing loans. 
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7303. You are no doubt aware of the position of the industry in other pro¬ 
vinces of the country. Can you tell us how it compares wilfli that of the indus¬ 
try in Bombay (1) as regards capital received from the public, and (2) as re¬ 
gards financial facilities afiorded by the banks ?—I am afraid I cannot help 
you. 

7304, Sir Purshotamdaa Thakurdaa: Do I take it that the IMillownors, 
Association do not know the comparative position of the mill industry in other 
provinces ?—Not on this specific point. 

7306. Can you tell us whether the industry in other parts of India ha^- 
suffered in the same way, as far as capital received from the public is concerned, 
as the industry in Bombay or whether it has not ?—I am afraid I cannot help 
you, because- when once you get to Ahmedabad which we have been discussing,^ 
you go to Cawnpore and in a lesser degree to Calcutta and Nagpur, which really 
is Bombay. I think the financing for the Nagpur and Sbolapur mills is done 
from Bombay. 

7306. Chairman : I have a recollection that the Central Provinces Banking' 
Enquiry Committee have said that there has been no reduction in deposits with 
the Nagpur mills 1—Not with the Empress mills, but there are other m^Us. 

Sir Purahotamdaa Thakurdaa : Ihere are only two big mills in Nagpur. 

7307. Chairman : Is this system of obtaining finance by deposits in fore 
also in Cawnpore and Calcutta ?—I am afraid I cannot answer the question. 

7308. Have you any information in regard to financial facilities afforded by 
the banks 1 I suppose you would repeat tho same answer 1—We have no 
information on the specific point. 

7309. Sir Hugh Cocke : You said that banks have become more caution 
during the last four or five years. I take it that this state ment would not 
apply to advances on hypothecated stocks ?—No, I do not think so. I have 
not heard of cases whore banks have refused business against stocks properly 
hypothecated with the managing agents’ personal guarantee. I do know ot 
cases where, previously, banks have lent to mill companies with the managing 
agents’ guarantee and without hypothecation of stocks, which they have not 
done during the last 3 or 4 years. 

7310. Mr. Larrwnd : Have any of these banks raised the margin of 20 per 
cent, on stocks ?—No, but I think this is a case where perhaps banks might 
help the industry a little bit. If a margin of 20 per cent, on stocks and 40 per 
cent, on stocks in process is a safe margin when the price of goods is twice what 
it is to-da}% it appears to me that it is a big margin to keep when you get down 
to your present low values of manufactured gO(^s and raw materials. 

7311. Chairman : If thj banks are apprehensive that the price may go 
down further, would they be justified in reducing the margin?—The banks have 
always the right to call up. But with regard to cotton, at present prices of 
Rs. 145 a candy and with 20 per cent, margin, it rather limits one’s finance. 
I do not think there is so much fear of fall at 146 as there is at 245. 

7312. Is the Imperial Banlr also behaving in the same manner ? They do 
not want to reduce the maigm ?—I do not want to put it that way. 

7313. All I want from you is information on a question of fact and not any 
criticism?—As far as I know, the Imperial Bank has made no difference in 
thedr facilities against hypothecated stocks. 

7314. That is, they have not reduced the margin.—No. 
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7316. Have they increaaed the margin ?—They have made a differenee 
they ihaye kept the margin at 20 per cent., but on stocks in process they have 
made it 41 per cent. 

7316. Mr. Khaitan : We have been discussing the question about hypo¬ 
thecation of stocks. What is the practice in Bombay about advancing mopey 1 
Is it on the security of stores and coal ?—My experience is that advances ace 
made both on the security of stores and coal. 

7317. Up to what margin please ?—^Up to 20 or 40 per cent. 

7318. Mr. Lamond : Advances are made against coal by the Imperial Bank 
up to a margin of 20 per cent, and stores are not included in calculating at all t 
—I know of several instances where advances have been made on the secnrity 
of stores as well by other banks. 

7319. Mr. Khaitan : To which banks are you referring ?—The Indian 
joint stock banks. 

7320. Do Exchange Banks also advance money on the security of stores in 
Bombay ?—I know of one or two cases where they have advanced money 
against the security of mill stocks. 

7321. Are the Indian joint stock banks in a position to advance fredy 
only up to limited amounts ? Would the mills be able to get their full require* 
ments from an Indian joint stock bank alone ?—I do not think that the whole 
financing of a mill is done by one bank, but against the hypothecation of 
atocks any number of banks advance loans. 

7322. I would like to know whether the resources of the Indian joint stooh 
banks are limited or whether they are able to finance without any Ihnit.—It •• 
no doubt true that their resources are limited, but I take it that a bank will 
only lock up its resources to a limited extent in that particular kind of business. 

7323. Mr. Devadhar : You said that the Ahmedabad mills are able to attract 
local capital for their working which I believe is not entirely the case wdtb 
regard ,to the Bombay mills. Is that not so ?— Yea. 

7324. If that is so, is it due to the fact that the management of Bombay 
mills has been inefilcient whilst the reverse is the case with regard to die 
Ahmedabad mills ?—I will not answer the question myself but will refer you to 
the report of the Indian Tariff Board as given in page 119. Expenses of 
management for Bombay per spindle per day is stated to be 1 • 51 pies whilst 
for up-country centres it is put at 2*24 pies. I think that gives a clear rejply 
in regard to your suggestion of inefficiency in management. The overhepi^ 
charges per loom per day after covering all other expenses including insurance, 
Buperviaion, salaries, office expenses, etc., work up to 60'36 pies in Bombay 
whilst in up-country it works up to 70 "88 pies. 

7826. Chairman : Do the up-country centres include Ahmedabad f— ^No. 

7326. Sir Purahotamdas Thakurdas : In regard to other figures given in the 
report of the Tariff Board especially in regard to the management charges, 
I find the reverse is the case ?—^What I am trying to point out is to repudiate 
this charge of inefficiency which is laid at the door of the managements of the 
Bombay mills. We do not lag behind these up-country mills but no doubt 
they score over us in some directions. 

7327. Mr. Devadhar ; My real point is how the null directors in Ahmedabad 
are able to attract deposits from the public while the Bombay miUowners find 
it difficult to do so 1 —I thought I made my position quiteclear in reply ito aik 
earlier question that the mill industry in ^mbay has been suffering losses 
during the last few years and that is the main reason why ths public have lost 
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<eoiifideno0 in ths mills. These losses in the main have been brought about 
firstly by industrial troubles and strikes which happened in 1924. 1926 and 1928 
when there were several stoppages. In 1929 we had a partial strike for about 
6 months. When you get stoppages of the industry of that description, it is 
a serious matter and it is difficult to gain public confidence. While Bombay 
lias been suffering like this, Ahmedabad has naturally been scoring. After 
•all, Ahmedabad has been prosperous all through and they naturally are able to 
•attract fixed deposits from the public without any trouble just as we in Bombay 
"have been able to attract public deposits in prosperous times. 

Had there been any strikes in Ahmedabad ?—^Very few. 

7328. Is that due to the fact of better relations that exist between mill- 
■owners and workmen there ?—I do not know whether you really want to go 
onto this matter. 

Chairman : Mr. Devadhar, I would put it to you that this is not a matter 
lor us to go into, as a separate Government Commission is going into such 
'matters. 

(Witness) I could say this—that the relations between the mills and the 
workmen in Bombay are quite good. 

Chairman ; We need not pursue the matter as it does not come under our 
purview. 

7329. In Bombay, have you ever in your history managed to meet all your 
requirements from public deposits without having recourse to banks ?—am 
^draid I cannot reply to that question generally. 

7330. It is no doubt a difficult matter to say, but we have heard that in 
Ahmedabad for the last 25 years the mills have been able to finance themselves 
with the public deposits that they are able to command, without any large 
recourse to banks ?—I can only speak about my concern in regard to this matter 
that we have had no recourse to banks and we had thoroughly depended on our 
own deposits for some time. In the main, Bombay mill industry before it 
struck these difficult times did finance itself through the medium of public 
deposits. That is only a statement made from experience, but not with any 
■reference to definite figures. 

7331. Have you any information about the position in the jute industry in 
regard to these financial facilities and the capital received from the public t— 
We have no information. 

7332. I was told by a gentleman interested in the mill industry in Bombay 
'that the Imperial Bank in making its advances on coal, makes a discrimination 
between the European mills and the Indian mills in general. Is that your 
•experience in Bombay ?—In the Bombay mill industry, coal plays a very minor 
part because of the electric energy which we use in the working of the mills. 

7333. You state the high rates at which Gov ernment have been borrowing 
money on long-dated treasury bills have seriously curtailed the ability of the 
mills to attract deposits. Will you kindly give us statistics showing the volume 
of deposits which the mills attracted before the alleged competition of the 
treasury bills, the average rate of interest allowed by the mills for such deposits 
and the shrinkage in deposits during the years subsequent to the issue of trea- 
anry bids 1—It is rather difficult to collect that information for you. Our 
trouble is, up to now we have kept no separate record of deposits. All our 
records are under the heading of unsecured loans. 
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7334. You further state that Government have competed with bank 
deposits and that therefore banks have had either to refuse to advaiu'.e 
monies to mill companies or to do so at enhanced rates of interest. Have- 
you any information as to the volume of bank deposits that have gone down 
owing to the cause you refer ?—I cannot explain that. Naturally there haa 
been a certain amount of competition with these increasing rates of interest.. 

7336. I can quite understand the competition if the hank deposits have 
gone down and for that reason banks are unable to finance you to the same 
extent. Then from the point of view of the mill indu.stry it would be a legiti¬ 
mate complaint ?—I do not understand that going in in our memorandum. 
I am sorry for that. 

7336. On the other hand we have been told by an experienced banker that 
the chief reason for the want of adequate support to the industry from the banks 
is that it is not a profitable industry at present, that as year after year there 
have been losses and reduction in capital, there has been a fall in the value of 
the securities held by the banks and that it is for that reason that the banks are 
reluctant to make advances to some of the textile industries. Does this state¬ 
ment coincide with your experience ?—I think that is so. I quite agree with 
this statement. It is only reasonable for a banker to take caution if an 
industry is losing like the Bombay mill industry which has been losing dtiring 
the last few years. 

7337. You state that the drawback of high margins demanded by bank^ 
on loans against stocks in process and in godowns would be considerably miti*- 
gated if there were warehouse companies to keep stocks and advance moneys 
on them at an appreciably smaller rate of interest. It appears you think the- 
establishment of such warehouses would lead to a reduction in the margin and 
in the rate of interest. Have you any information regarding the operationa 
of the warehouse companies in America and Japan to which you refer ? Does 
such information justify the hopes that such concerns would be able to advance- 
moneys at rates of interest lower than those charged by the banks ?—We have 
no definite information to give you on that. It is only a general statement 
and that has been arrived for this reason. If warehousing companies were 
organised, they could first of all reduce the working expen-ses and they could 
take advantage of the fluctuating money market to borrow at certain lower 
rates and the}’^ -will also be in a position to lend money at lower rates of 
interest. I believe in England and America these warehousing companies are 
a speciality and firms and companies find it advantageous to deposit their 
manufactured goods in the warehouses and they do get quite good terms of 
finance for short periods. 

7338. Where do you deposit j'our goods ?—In our own warehouses. 

7339. Therefore if you have to go to the warehouses of another company 
you have to pay charges ?—Yes. 

7340. Whether that additional charge would or would not exceed the benefit 
from the other sources you have mentioned—that is my point ?—I should not 
think so, if the warehousing is done on proper scientific lines. If it is done by 
a company or firm or by mills mutually agreeing with each other, they could 
borrow call-money at 2 per cent, and they could also finance the whole stocka 
and warehouses. 

7341. Where would you have these warehouses—in Bombay 1—^Yes. It 
will be convenient if these warehouses are established at railway centres. 

7342. Would that not be an expensive construction to establish a warehouse 
in Bombay 1—I do not think so. 
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7343. At the present moment, the mills warehouse their goods in their own 
godowns !—^Yes. 

7344. Jkfr. Sarkar ; You complain of 40 per cent, margin against stocks in 
process. Would you let mo know how your warehousing system will help 
the stocks in process —I think it would ; the manufactured goods might help 
yon. 

7345. Mr. Lamond : Your point is to get away from the managing agent’s 
guarantee. Is it not ?—That is our idea. By this process we get finances 
without any guarantee of the managing agents. 

7346. Chairman : I think the intention here was that they should have 
their own warehouses because they talk of large capital resources 1 —^You could 
not finance on stocks unless you have proper financial resonrce.s. 

7347. But they would be able to get their acceptances discounted by other 
banks. I think that is the system in America ? —I do not know much about 
dhe actual details prevalent in other countries. 

7348. I put the question to you simply because you refer here to your ex¬ 
perience of American conditions ?—That is only a general statement. 

7349. Mr. Khaitan : I myself do not know the system prevalent in America ; 
but do you advocate that there should be a warehousing company which would 
stock the goods and be able to advance money on that stock ?—Yes. 

7350. For that purpo,se, it would be necessary for the warehousing company 
to have a large capital of its own and they would be able to borrow money on 
the security of those stocks and they would also have rediscounting facilities. 
That would be more or less in accordance with banking principles. Is it not ? 
—^Yes, there will be no trouble. So long as goods are there, the warehousing 
company will be able to borrow money just as any mill company is able to do 
at present on the security of its stocks. I agree that these warehousing com- 
paniea should have a fairly large capital to begin with. 

7361. I was only trying to find out whether we can bring American practice 
into this country ?—^I cannot at the moment give you any particular details 
in regard to that. I can give you a printed copy of the regulations with regard 
to the existing American system. 

7352. Chairman ; Can we have a copy of that ?—Yes. Here it iS. (A copy 
of this was handed over to the Chairman.) 

7353. You add that “ the storage of cotton, etc., undertaken by these ware¬ 
house companies in America on behalf of merchants and the large facilities given 
to them in the matter of charges and all incidental expenses connected with the 
storage have proved to be of considerable assistance in enabling merchants to 
move their stocks under conditions which are not so onerous as those imposed 
by the banks ”. Can you give us an idea of the various facilities to which 
you refer ?—^We will get the information for you. It is generally in the form 
■of newspaper reports as to how these companies are operating, but we will 
collect the detailed information for this Committee. 

7354. You state that apart from Government and other Trustee securities 
deported'with banks, it is not uncommon for them to demand and obtain from 
mill companies the joint promissory note of the company and its managing 
agents as collateral security for advances made. Is it your experience that 
the goaiiantee of managing agents is usually insisted upon in cases of advances 
seemed either against liquid assets or against Government arid Trustee sechri- 
tiea 1 Or are such oases exceptions rather than the rule ? Can yon cite a^ few 
oass in which the guarantee of managing agents was demand^'as' cotblt^ilU 
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saoofity lor (1) advanoes made against gilt-edged seotuities and (2) advances 
made against hypothecation of stocks 1—^This should not have gone in in 
oar memorandum. On page 3 we say distinctly •“ apart from Qovemmeni-and 
other-securities 

7355. Therefore, in regard to Government and other Trustee securitiee the 
guarantee of the managing agents is not demanded 1—^No. 

7356. And in the other cases ?—That is usual, even when the goods are 
hypothecated ; the managing agents’ personal guarantee is not quite enough 
in the Bombay banking circles. 

7357. Even if there is a hypothecation of stocks ?—If the stocks are pledged 
lio the bank with its name on the godown, then the case of guarantee does not 
arise. In ordinarj- times you may want finance against stocks but you-may not 
want to put them in the bank’s godown for the sake of convenience because 
the goods are going in and coming out at all times. 

.7358. Sir Purshotamdas Thakurdaa : A good lot of raw cotton is sfxxsked at 
Bombay in possession of banks and the raw cotton moves as fast as the manu¬ 
factured go^B. There the arrangement has been found to be quite feasible. 
So there will be no difficulty in regard to the e.^port of raw cotton ftom 
Bombay ?—I do not say it is difficult. I say it is only a matter of convenicince, 
Where you have a mill making 30 different kinds of cloth and the bales have 
to be sorted out, it is more convenient for the mills to have their own godbwns 
and have a hold on them rather than to use the banks’ godowna. 

7359. Chairman : If the mills prefer to adhere to their existing oust^n> 
ace they justified in making any complaint about the matter ?—I do not think* 
Sir, that it is equally feasible. 

7360. Sir Purshotamdas Thakurdas : May I suggest that it is simply due 
to the fact that they feel that it lowers their prestige in the eyes of others to 
4ake delivery of the yarn or take delivery of the cloth ? I thnk this is fh# 
main reason ?—I think it is much more difficult to handle a great variety of 
cloth in big blocks. I say it is more convenient to have your own 
godown. 

7361. Mr. Khaitan : In the case of joint stock banks when they ad vane® 
money, if they pledge the goods, is it your experience that they do not tako th® 
guarantee of the managing agents ?—In the case of cotton mills all the bemk® 
that I have had experience of do take the managing agents’ guarantee. 

7362. Have you got any e.xperience of any loan transaction of a bank if 
the goods are pledged ?—I do not know if there is any case in Bdmbay. 
There must be good many cases. Sir Purshotamdas Thakurdas has point^ 
•ut the case of cotton only. 

7363. Chairman : Mr. Khaitan’s point is this. You have said that in the 
case of the Imperial Bank if the manufactured goods are pledged with the bank, 
they do not demand the personal guarantee of the managing agent, but in the 
^ase of other joint stock banks if you pledge your manufactured goods with 
any one of thwn, would they stiU require the perscaial guarantee of- the 
managing agent?—I only made my statement regarding banks in general. 
I do not specify the Imperial Bank. 

7364i Mr. Buckley '. Is it not one reason, and probably the maia reason, 
why managing: agents prefer to give thrir guarantee and merely hypotbeeate 
the -stooks,- instep of pledging them, without any guarantee, ai^ having the 
baek^-boaird’put up ia simply thda that it is the duty of the managing agmU 
to see that the requisite security is always maintaiB^ ?-^That,i8 quite true. 
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7365. If the bank demands a safe margin, the managing agents in giving^ 
their personal guarantee are not really running very much risk 1—That is so. 

7366. And one of the reasons why banks do ask for a fair margin is to avoid' 
the impleasant business of having to call upon their borrowers to put up further 
margins in times of depression ?—That is true. 

7367. Chairman : If convenience is the main reason, I do not see the poinb 
of the complaint made by the mills. You have said in your memorandum 
that “ apart from Government and other Trustee securities deposited with 
banks, it is not uncommon for them to demand and obtain from mill com* 
panies the joint promissory note of the company and its managing agents, as 
collateral security for advance.® made. The main burden of financing the 
industry thus falls on managing agents, and weighs especially heavily in times 
of difficulty and distress ”. I understand you are making a grievance against 
the present arrangements. The present arrangement, as T understand it, has 
been especiaUy to suit the convenience of the mills. That being so, where is 
the point of the grievance ?—Let me turn it over in my mind for a while. Sir. 

7368. Mr. Khaitan : Mr. Buckley asked you the question that this .system of 
hypothecation is devised for the convenience of the mills and therefore them 
should be no complaint. Do you not think that there is this difficulty that 
arises when the guarantee of the managing agent is taken, the stability, the- 
standing, the position and the worth of the managing agent is also taken into> 
full consideration by the bank before its guarantee can be accepted. Does 
it not follow therefore that if the guarantee worth 10 lakhs is taken the bank 
will believe that the managing agent is worth at least 15 lakhs ?—^The bank 
would not take the managing agent’s signature unless the man wes worth 
something. 

7369. Mr. Buckley suggested that it is only for the sake of ensuring that 
the goods are there that the guarantee of the managing agent is taken, but in 
actual operation, if a managing agent is perfectly honest and his honesty iff 
beyond dispute and the mill has got goods worth say 15 lakhs to hypothecate 
with the bank while the managing agent is not worth more than say 2 or 3 
lakhs and he wants an advance from the bank of 10 lakhs on the security of 
goods worth 15 lakhs not pledged but hypothecated, would not that difficulty 

arise ?—The bank always says "the value of your goods is.less 

20 per cent 

7370. Don’t you tliink that a certain amount of hardship is in¬ 
volved in the case of a managing agent who himself i.s worth only 2 or 3 lakhs 
but who wants an advance on the hyphothecatiou of his roods of 15 lakhs ? 
Is he not placed in a rather unfavourable position as compaied with the manag¬ 
ing agent who is worth say 20 lakhs ?—Obviously the man is in a different 
position, 

7371. Mr.' BucTdry. If a managing agent is only worth Rs. 2 or Rs. 3 
lakhs and the mill wants an advance of 10 lakhs, I put it to you that the bank 
would take everything into consideration, first of all the nature of the security 
hypothecated by the managing agent and secondly the margin asked for. The 
bank would never expect the managing agent to have to pay up anything like 
the full amount of the advance.—It would give him credit for the stocks that 
are there. The managing agent’s personal guarantee does not come in until 
after the realisation of the stocks ? The one trouble about pledging is that if 
a mill, or a group of mills, simply manufactured and immediately put the goods 
into the godown under pledge to a bank, the possession passes and I take it 
that the mill agent loses control of his goods. The right of selling and dis- 
pesijig of the goods falls on the banker. 




7372. Sir Purshotamdaa Thakurdaa: Why ?—B6cati8e he has totally 
■pigged his goods and, they become the property of the banker. 

7373. But that does not mean that the banker will dispose of his goods ?— 
If the banker says that this is all the extent he is prepared to advance to the' 
mill and that the stock must be moved, I take it that the right of selling them 
falls on the banker and goes out of the hands of the managing agent. 

7374. Mr. Lamond : The right of selling still rests with the mill. What 
would happen in that case is that the bank would take note of what is put 
in the godo'wn. Have you not cases where vou have had to force a mill to 
sell ? 

7375. That is why we take possession. But do you not take possession 
when you put your name on the godown and put your own lock and key ? 

We do not control sales. 

Sir Purshotamdas Thakurdas : What the witness said gave the impression 
that there was a special handicap attached to the pledge system. 

7376. Mr. Lamond: In the case of pledge, you could put as much in 
the batdc as you could under hypothecation. Stocks in process could not 
be put in ?—Does not possession pass when you pledge your goods to a bank 1 

7377. You have an agreement with the bank that you can move when 
you require them. Our man is there and gives you the goods you want for 
sale and takes note of what you put in ?—^That is a matter of convenience 
in disposing, but my point is that you do give possession of your goods to the 
bank. It does not get over my difficulty of the difference between hypotheca* 
tion and pledge. 

7378. A pledge means that it is in their physical possession, hypothecation 
means that they have no possession 1—But in the case of a fall in price they 
have the managing agents to fall back upon. In the case of pledge, you have 
only got the mill. 

7379. Mr. Lamond : If the market rate goes down, the bank has the mill 
as weU as the managing agents to fall back upon, but in a pledge you have 
the possession of stocks and the bank ■will only fall back on the miU. 

7380. Chairman; We come back to where we started. If the hypothe¬ 
cation arrangement is a more convenient one from the point of view of the 
mills, whatever the reason may be, where is the point of the grievance ?—The 
point of the grievance is that one does not want to pledge all his goods to a 
bank and hand over their possession to somebody else. 

7381. Whatever disadvantage he may suffer by hypothecation, he has 
got certain advantages, the one weighs against the other and therefore the 
mill prefers hypothecati n to pledge. If that is so, I again come back to 
my question. If from the mill’s point of view it is preferable to hypothecate 
then where is the point of the grievance ?—The point of the grievance, as I 
have tried to make clear, is that in the one case you have still possession of 
yOur goods ■with responsibility ; in the other case, you hand over possession 
of your goods to a bank which has the right to sell them as it pleases. 

7382. But there are two alternatives, either you want to keep possession 
of the goods or you want to hand them over to the bank. You prefer to keep 
the goods in your possession. It is (juite possible that by pledging you may 
on occasion (not normally) have to subscribe yourself to certain disabilities 
which you would not have to face if you had only hypothecation. Therefore 
it is a question of choice, and if you take the choice of hypothecation as against 
the choice of pledging, I suggest to you that you have not established the 
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point of yonr grievanoe f —I might explain a little fnrther. No mill wQf 
pledge if it can avoid it. But in the ease of a large number of mills in Bombay 
our experience has been that it has led to forced sales. There are 8x>ecial diffi' 
oulties in the case of pledging. 

7383. Would you send us a few cases of forced sales ?—have to ask tha 
permission of managing agents. I think your banking exports would giva 
you some experience. 

7384. In fact wo have had evidence from the banks ’ point of view which 
shows that there is nothing in this grievance. The two options are before- 
them and if they will not take the one, but prefer the other, how can a bank 
or anybody else hold them up ? Can you give us any cases of forced sales 
during the last, say, three years 1—I shaU make enquiries and place the matter 
before the managing agents concerned. 

7386. You cannot give us any assurance, but you will try to send them ?— 
Tes. 

7388. You have referred to the losses sustained by managing agents. It 
has been stated that some of them provide finance to the cotton mills in con¬ 
sideration of being appointed agents for buying raw material and selling or 
distributing the products of the industry. Can you give us any information 
as tq the extent to which such practice prevails in Bombay ?—I do not know 
of any cases where a firm in Bombay has been appointed agents for a cotton 
mill in consideration for purchase of raw material. If I may put it the other 
way, I do know of cases where firms of managing agents have had interest in 
the buying and selling agencies. 

7387. Sir Purshotamdaa Thakurdaa: It is the other way round, but the 
result is the same ?—^Yes, but I might say it is not general. 

7388. Chairman: You observe that it is a moot point whether something- 
could not be done to aid the establishment of investment trusts or financial 
corporations at the present juncture when national sentiment is so eminently 
in favour of helping national industries. But what about “ the growing publio 
distrust of industrial investment ” to which you have referred in the earlier 
portion of your memorandum 1 —As I say, it is a moot point. 

7389. Apart from the question of the sentiment in favour of helping 
national industries, it has been stated that the idea of an investment trnst- 
is altogether novel in India and that it is not possible to get public subscriptions 
for such institutions in this country. From your experience of public invest¬ 
ments in industries do you consider this a very pessimistic view ? Have you 
any information regarding the working of such trusts in other countries ? 
Can you suggest the lines on which such trusts can be started and developed, 
in this country and how associations such as yours can assist such a move¬ 
ment ?—I am afraid not. It is the Industrial Commission who expressed' 
the view about investment trusts. 

7390. You have quoted the view expressed by the Commission. As- 
regards the Industrial Trust or Financial Corporation, they say : “ it is, in 
its nature, too directly concerned in the success of particular undertakings to 
be a suitable instrument for the general advancement of industries.” They 
do not support it, but it is y u who support it ?—Something can be done to 
aid their establishment. 

7391. Therefore I am trying to pick your brains for ideas as to how it can 
be done ?—I do not think the Association as such has ever gone into the^ 
question of the establishment of industrial trusts or financial corporations,. 
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hot tiiey tiiink thsir the last words in the matter did not zest with the Indcui> 
(rial Gommiasion and during the course of your investigations you might 
obtain some later information as to the possibilities of these Corporations. 

7392. I was trying to find out whether your Association have any eoii>. 
gtructive suggestions to make in this direction ?—^None at all. 

7393. You state that in any large scheme of industrial re-organization 
or amalgamation, such as is contemplated by several millowners in Bombay^ 
the establishment of industrial ban^ would fulfil an important need of the 
hour in helping forward the successful inauguration of such a scheme. Will 
you kindly explain to us the specific nature and extent of the financial assistance 
that you would expect such a bank to render for the furtherance of the scheme ? 
—Assuming that there was an amalgamation of the Bombay mills, I think 
help would be required to finance the manufactured stocks, raw material and 
stocks in process, which would be taken when a merger took place. The 
assumption in the ease of a re-organization is that your block will be written, 
down to present-day values or under present-day values, so that an industrial 
bank undertaking this business would have security in the way that the block 
accoimt would be unencumbered. If the market went against the new merger, 
a debenture could bo raised on block, a portion of which could be given to the 
bank financing the new merger as security. That is where we think help 
could be given when you come to re-organize an industry by an industrial 
bank or some other existing institution. 

7394. Therefore for that purpose the establishment of an industrial bajik 
is not essential. You add at the end of your answer that the same assistance 
might be rendered by an existing bank ?—^We speak generally of industrial 
banks, we do not m^e a great point of the establishment of an industrial 
bank. 

7396. You say that “ the establishment of industrial banks on the Imea 
indicated by the Industrial Commission would fulfil an impor ant need of th» 
hour.” If an existing bank could also serve the purpose, would the establish* 
ment of an industrial bank fulfil an important need of the hour ? —^It would, 
if another bank would not undertake this business. 

7396. There again it is a question of security. If another bonk would 
not undertake it on account of the doubtful nature of the security, you would 
want an industrial bank to undertake it t —Not necessarily, because banka 
may have their rules and regulations which they would not deviate from. An 
ordinary bemk would not lock up a certain portion of its funds in certain 
types of business, whereas if it were an industrial bank formed for the develop¬ 
ment of an industry, it might suit it to undertake that particular type of 
business. 

7397. That would be the advantage in your opinion ?—^Yes. 

7398. Will you kindly tell us what scope there is, apart from the reoon- 
struction of the cotton industry to which you refer, for an industrial bank in 
the province of Bombay or in the country and what possibilities of industrial 
development you envisage with the assistance of such a bank ?—There again 
we are not strongly advocating the formation of an industrial bank. But I 
can give an instance or two, e.^., the sugar industry, where an industrial bink 
might render useful aid, and there must be other small industries which an 
industrial bank could help which have been run on reasonable lines and which 
need assistance owing to the depressed times they are passing through. 

7399. You were really referring to what we have heard called middle-sized 
or small-sized industries 1 —Yes. 
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7400. IX) you suggest that such a bank should finance also the current 
requirements of the industry, e.g., short-term advance ?—I think that 
where banks might help in these depressed times is in the purchase of raw 
matefrials. Take, for instance, cotton where there have been heavy falls in 
price. Certain mills which ought to be in a position to take advantage of this 
drop are unable to do so owing to their finances and an industrial bank or 
some other bank might come forward and help a mill to make favourable pur¬ 
chases in cotton in order to enable it to average down its price. After all, 
when you get a big drop such as we have had in cotton, everybody connected 
with cotton must have some high-priced material which they are unable to 
get rid of. 

7401. But I thought, in reply to a previous question, you said that the 
advantage of an industrial bank would be more in regard to middle-sized of 
small-sized industries, e.g., sugar. Would cotton be a very apposite illustra¬ 
tion 1—^The reorganization of the cotton industry would come under the same 
heading. 

7402. That is to say, if that bank were to take up the work of re-organiza- 
.jion of the cotton industry, it might also help the cotton industry to acquire 
gtocks of cotton at low prices in advance of requirements ?—^Yes. 

7403. Would you favour the establishment of an all-India industrial bank 
or the establishment of provincial industrial banks for different provinces where 
the need for such an institution is felt ? What in your opinion should be the 
initial paid-up capital, firstly, for an all-India industrial bank and, secondly, 
for a provincial industrial banlr, say, for Bombay 1—As I have said before, 
our Association do not make a strong point of this industrial bank and such 
being the case, I am afraid I cannot help you in giving a reply to this question. 

7404. Mr. Khaitan ; You have twice or thrice said that you do not make 
steong point of the establishment of an industrial bank. But the statement 
submitted by your Association, which I believe has been adopted by jmur 
Committee, seems rather strongly in favour of the establishment of an indus¬ 
trial bank. I should have thought that the quotations from the Industrial 
Commission have been absolutely adopted by the Millowners’ Association as 
part of their argument ?—I have already stated that such a bank might help 
in connection with the re-organization of the mill industry. 

7405. Chairman : In the whole of the memorandum you wij not find any 
definite statement as to what the views of the Association are on either of 
the points we have been discussing, I first tried to obtain some definite views 
about investment trusts, to which the witness referred to the passage that 

it is a moot point, etc.’ About the other point the memorandum says ‘ in 
considering the best class o!^ agency for th'- provision of initial and current 
finance for industries, the Industrial Commission debated two possibilities.* 
Having done so, they quote in exlenso from that Commission’s report without 
committing the Association to any definite expression of opinion. That is 
why I was tiying to find out what the As.sociation had really in mind. Does 
your Association definitely recommend the establishment of an industrial 
bank under present conditions in India ?—If the facilities which we have 
gone through can be granted by the present banking organizations, the Mill- 
owners’ Association do not favour the formation of an industrial bank, 

7406. I suppose that is what is referred to when you say ‘ If as a beginning 
banks in India embarked on a more enterprising policy of recommending 
industrial investments to their customers, it would create, etc.” That is the 
whole point ?— Yea. 





7407. Sir Purshotimdaa Thakurdaa: If that is not feasible If—Then we 
suggest that an industrial bank would meet the needs of the hour and wuald 
help certain industries in the Presidency. 

7408. Including the cotton mill industry ?—Yes. 

7409. Chairman: That being the position, you would prefer not to answer 
the next question “ Have you any suggestions to offer as to the manner in 
which the capital required for such a bank should be raised ? ”—^Yes. 

7410. The same remarks would apply to this question “ Do you contem¬ 
plate any regulations in regard to the advances which such a ba^ will make 
to industrial concerns in order to safeguard the interests of the bank ?”— 
Yes. 

7411. You have quoted with approval the opinion of the Indian In lustrial 
Commission that the establishment of industrial banks working on approved 
lines was of sufficient national importance to justify Government a sistanoe. 
What in your opinion should be the form which State aid to such an institution 
should take ?—In the first place, the State will have to furnish the bank with 
a certain amount of free and cheap money; they would have to supply and 
maintain in that bank exp'rts who could examine industrial questions, and 
generally see that it was continued on sound and economic lines. 

7412. When you say that Government should supply the bank with freo 
and cheap money, the two things are not identical. Do you mean that Govern¬ 
ment should make a loan to the bank free of interest or on a concessional rate 
of interest 1—I should say both. They should have a certain amount of money 
free and a certain amount at concessional rates. 

7413. In view of the assistance rendered by the State what powers of 
control should vest in Government ?—Government would have a majority 
in the shape of Government nominees on the Board of Directors. 

7414. You state in conclusion that the most important lesson to be drawn 
from the aspects of German banking to which you have referred is the value 
of an active industrial policy, conceived on broad lines, and backed by the 
co-operation of banks. Will you kindly indicate briefly the policy you have 
in view ?—^My view is that if you bad a State industrial bank, you would 
want proper co-operation between that bank and the new industries, e.g., new 
companies about to bo formed to undertake new work. By co-operation 
I mean that Government experts ought to be called in, they ought to vet the 
scheme, consult with the promoters of the company and put the preliminary 
finance on a reasonable basis; likewise in regard to the floating of capital. 
With proper co-operation with a State bank of that description, debentures 
could be put on the market and these experts would form part of the executive 
of the State bank. 

7416. You really want a State bank ?—Say, an industrial bank. I do 
not think there is a great deal of difference if Government is going to supply 
a certain amount of free and concessional money, they would have control 
over the bank. 

7416. You are probably aware that the arrangement adopted in Germany 
is quite different. There is no question of the State providing those banks 
with either cheap capital or free capital ?—The trouble here at the present 
moment is that if an industrial bank were to go to the public and raise capital, 
I do not see how it could be put on a proper basis. It would have to arrange 
its finances and business in such a way as to show a just return to the share¬ 
holders and I fail to see how it can help a new indu^iy if it has got to pay 
^ per cent, for its money. If it has to help an industry with high-pric^ money, 
the object is immediately defeated. 
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7417. Ghairman: A gentleman with oomriderable experience of continentot 
' banking has obserred that it oan safely be stated that the managing agency 

system of certain industries must be accepted as the basis of any further deve¬ 
lopment of industrial finanoe in India, and that in case a big firm acting as a 
managing agent of several industries would have a department for com¬ 
mercial banking, then no difference between such an institution and a big 
continental banJk of the mixed typo could be discovered. Could you kindly 
give us your views on this observation ?—am not quite sure of the German 
system of banking, 

7418. Your Association have referred to the lessons to be drawn from the 
German system of banking and that is why I put the question to you. This 
is a lesson which a gentleman with considerable experience of continental 
banking has been trying to teach me. If you do not possess much personal 
knowledge in this matter, I shall not pursue tjie same ?—I have no personal 
knowledge in regard to this. 

7419. Dr. Hyder: In your memorandum you say “ What is not generally 
realised is that Gorman banks have of recent years been developing very 
much on the lines of the English deposit banks without ceasing however to 
play a leading part in industrial organisation and issue business ”. This 
is an interesting statement and I would request you to amplify the same a 
little for the benefit of the Committee ?—In answer to that question, I would 
like to commend the three articles in the “ Economist ” dat^ Ist, 16th and 
29th March 1930, at pages 449, 572 and 696 respectively, on “ Banks and 
Industry in Germany and England ”. I have also got another literature which 
deals with industrial banks in Japan. 

Chairman: We know something of the position of industrial banks in 
Japan. 

7420. Dr. Ryder: You are not in favour of Trust Companies and Indus¬ 
trial Corporations. Is it your idea that the industrial banks that might be 
started should bo enterprising and approximating to the position of these 
eontinental banks ?—Yes. 

7421. Could you amplify why these Trust and Investment Companies 
have not got the same interest and welfare for their customers as the banks 
of the types which you have in mind ?—With the Investment Companies the 
trouble is that they concentrate their attention to a small field and do their 
investment business within that small circle. They do not cover the whole 
l>road field of banking. In other words they only deal in a small circle of 
selected companies which are specially taken out. 

7422. As I understood, the complaint in England was that these invest* 
ment companies put their money abroad and moreover, as you say, they wers 
restricted in their dealings. Do you think that we can make a beginning as 
regards these types of banks by adding some departments to the existing 
biuiks in India ?—Our experience is that banks in India have attempted such 
business without increasing their general business in any way. 

7423. Do you think the Imperial Bank should undertake work of this kind ! 
—^I cannot say. 

7424. You said the existing banks are doing this business. Could you 
ten us what classes of banks are doing the work !—The Bombay banks ore 
'doing so. 

7425. With regard to the warehousing system, is it your view that these 
warehouses would purchase the goods outright or they would issue reoeiptt 
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■or goods stored in them on the strength of which money poold be obtainedT— 
The practice of many Bombay mills is to sell the goods forward unless other 
circumstances are at work like trade and general depression, etc. 

7426. Mr. Ribshforth: You are aware that the Imperial Bank under ite 
constitution is prohibited from making advances for more than six months. 
Would you be in favour of the removal of that restriction or do you consider 
that as a necessary safeguard ?—As a null-owner or mill agent, I would have 
that ban removed. The fact is that in the case of an advance from the Imperial 
Bank, there is the difficulty that it will have to be renewed if necessary every 
•six months or oftener, but in the case of other banks advances can be had for 
a year or sometimes for even longer periods. 

7427. You were referring to the caution exercised by banks in the matter 
of advances on hypothecation-cwm-guarantee basis. Do you know of any 
instances where hypothecation alone has procured advances from banks with¬ 
out the additional guarantee of managing agents 1—I think there are a few 
cases where first class mills get loans without the agents’ guarantee. 

7428. Therefore your view is that the double security is not a universal 
practice ?—I am only speaking of isolated cases like that. It is of course 
not a general practice. 

7429. Fiir Hugh Coclce : With regard to industrial banks you said that you 
would consider that Grovemment should subscribe a certain amount of capital 
free of interest or at low rates of interest and you were also of the opinion that 
unless there was a substantial Government guarantee, the public would not 
come forward to take up shares of the bank ?—I do not think I conveyed that 
idea. 

Chairman ; What Sir Joseph said was that a large proportion of the capital 
will have to be given by Government at concessional rates of interest. 

7430. Sir Hugh Code: Supposing this Comnuttee were against the pro¬ 
posal of Government putting its money in industrial banks, what sort of gua¬ 
rantee by Government do you think would be necessary to attract capital 
from the public and to ensure public confidence ?—An industrial bank shc^d 
be started only in times of prosperity and not under depressive trade condi¬ 
tions, when capital will not be forthcoming. I ask when the bank has to 
take a loan at 6 per cent, from Government how that institution would be able 
to lend out long term loans at 7 or 8 per cent.? 

7431. So then, yoim jjoint is that even if Government guarantee 0 per cent, 
on debentures of the industrial bank which the public are willing to take up 
that money will have to be lent at 7 or 8 per cent, for long-term which wm 
not be a working proposition ?—Yes. 

7432. Then on the question of industries, you mentioned the sugar industry. 
I take it you consider that the industrial bank should be a close preserve for 
mew industries ?—No, it should finance all industries irrespective of old and 
new concerns. As a matter of fact these banks would be very useful in 
financing new mergers. 

7433. Could you think of any new industry which could profitably bo 
started m western India now with the help of an industrial bank ?—If pro¬ 
tection is given to the sugar industry, then that industry could be extended, 

7434. You have not thought of any other industry?—None at the present 
moment. 

7436. Seth Haji Ahdoola Haroon: You say “ Generally banks have withheld 
(from advancing money on block even though it might have been unencumbered 



This fs a handicap which seriously hampers the growth of trade, and places a 
check on the possible realisation of profits from cheap buying of raw materials 
in a falling market Is it the opinion of your Association that the bank 
rfiould advance money on the block capital of a concern ?—That lather leads 
up to the matter of debentures. What is common to Bombay with regard 
to the mill industry is very much the same in Ahmedabad, *.e., mills have been 
formed with small capital to finance their block requirements. Then they 
relied on the public and to a lesser degree on banks for their funds to meet 
their working expenses. The trouble today in Bombay is that it is difiScult to 
raise debenture loans and there is a case, I think, where banks might help the 
industry by popularising these debenture issues. Coming back to finding 
money on block, I do not know whether it is usual for banks to finance 
block, pure and simple. 

7436. You referred to the sugar industry. Is it your view that the indus¬ 
trial bank should finance the requirements of the sugar industry in regard to- 
its block capital ?—My idea is that every company or firm should find its own 
capital and the bank might help in subscribing to its debentures. 

7437. Mr. Devadkar: You say “ it is natural that though they may b« 
willing and ready to help industries, the comparatively graver hazard of 
industrial, as opposed to commercial, banking has acted as a brake on their 
ability to aid industrial undertakings ”. Do you mean to suggest that it is 
hazardous for banks to invest in some form of industries ? How will you 
reconcile the idea which you have suggested in regard to the formation of a 
fitate-aided industrial bank ?—I have not been able to understand your point. 

7438. Chairman: The point of Mr. Devadhar seems to be this. Will not 
the same consideration as referred to in your memorandum apply in the case 
of the state-aided industrial bank ?—I think it will in a small degree apply 
to that as well, as I have pointed out. An industrial bank even if it is state- 
aided could never function, unless it was floated in a period of prosperity. 

7439. Admitting that such an industrial bank was floated in a period of 
prosperity as a state-aided bank, Mr. Devadhar’s point is would such a bank 
be justified in taking the graver hazards of industrial banking to which yon 
refer ?—A bank will have to do that because it is its function. 

7440. Therefore your point is that because it is a state-aided bank it -will 
enter into these hazardous undertakings, because money if lost would not be 
the money of the shareholders or debentureholders, but the general taxpayer’s 
money which the Government have invested in the bank ?—^Not necessarily so. 
I take it in the case of industrial banks, when they are formed, they would be 
worked on scientific lines and they would also decide what proportion of their 
funds should be locked up in industrial enterprises and what proportion should 
be put in the ordinary banking work ; whereas the existing banks are prepared 
only to utilise a certain proportion of their ftmds in industrial undertakings 
after meeting their general and commercial banking requirements. 

7441. So your point is that the State Industrial Bank will be able to utilise 
more of its resources towards long-term loans than ordinary commercial 
banks ?—^Yes. 

7442. Mr. Devadhar: Granting that such Governmental assistance is 
necessary and also useful in the initial stages with a -view to foster the indus¬ 
tries in general, you are of opinion that such sacrifice as the Government may 
have to make in so doing is necessary ?—^I would not call it a sacrifice, because 
©very proposal of a loan would be gone into by experts apnointed by Govern* 
ment. 
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7443. But still you will call su^b undertakings as hazardous ? —I would • 
■0 t go to that length. 

7444. Chairman : As Sir Joseph Kay explained the difference between 
prdinary commercial banking and the industrial banks, the wording used by 
the Association may perhaps be a little unfortunate ?—That is so. 

7445. Mr. Devadhar: T quite recognise that such help from the Stat*" 
is necessary and the only justification is that it serves a large section of th* 
community. Do you not think that similar demands made on the State fo^ 
the welfare of other large sections of the community may be justified as under- 
the same grounds ?—I do not quite follow. 

7446. Chairman: Mr. Devadhar’s point is simply this, and I am perfectly 
sure that he is fully justified in putting that question, that just as you advocate- 
State aid to industries, would you not also advocate similar help to the Co¬ 
operative Movement which is largely a movement which aims at improving 
the rural finance and the agricultural industry which deals with a larger sec¬ 
tion of the community than the industrialists. That is the real point of Mr,. 
Devadhar which he does not wish to put to you in a straight form. 

Mr. Devadhar : That is no doubt my point. 

Witness : I am afraid I cannot reply to that question. 

7447. Is it probably because you have not given much thought to that aidfr 
of the problem ?—That is so. 

7448. Chairman : Mr. Devadbar’s point is that you have talked of State- 
aid to industries. What about State aid to the Co-operative Movement which 
seeks to help a larger section of the eommumty, i.e., the agriculturist ? The 
question is perfectly justified in view of the fact that Mr. Devadhar has got 
before him a business man of your capacity ?—I am afraid I can give no 
reply. 

7449. Chairman : You were advocating State-aid for the interest of the 
community with regard to sugar industry, etc. That, I take it, is the 
only reason which justifies you in advocating State-aid. Mr. Devadhar’e 
point is that; if you are faced -with the proposition that if there is the agricul¬ 
tural industry in whoso case the State-aid -will benefit a larger section of the 
community, what -will bo your views with regard to the grant of that assistance 1 
—That comes under an entirely different category. State-aid to agricultural' 
finance is a very different .matter from State-aid to the industrial banks. 
After all the State can aid agriculture in a good many ways. For instance, 
the Imperial Agricultural Research Council are spending a lot of money on 
agricultural research which must benefit the agriculturist. The tax-payers’ 
money is being spent for the improvement of agriculture. I do not know that 
the bank could function in helping the agriculturist in growing his crops. The 
bank could help him only after his crop is ready for the market. 

7450. Chairman : Mr. Devadhar’s point is that there are these co-operative 
societies and banks which are helping the agriculturist in regard to the finance 
for his crop and Mr. Devadhar, though perhaps by de-vious paths, was driving; 
to the real goal; would you not also advocate State-aid to agricultural co¬ 
operative banks and allied institutions ?—It is a question of assistance to rural 
fiinance through co-operative banks and the allied co-operative societies. 

7451. Mr. Devadhar: I am also, like Sir Joseph Kay, a member of thfr 
Imperial Agricultural Research Council and I also know the amount of moneys 
that is being made available by the Government of India, which is merely 
25 lakhs. Do you still think that with that help all the needs of the agricul¬ 
turist ore really likely to be met ? 
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Chairman: Bat we are ooncemed with rural finance only. 

Mr. Demdhar: I am talking about banks. (Witness) I do not feel cbm* 
^>etent without having some time to give my views on this rural finance. 

7462. Mr. fiarlcar: You state “ so long as the industry continued to prosper, 
mo dififiiculty was experienced in raising all the working capital required, but as 
soon as trade depression set in and the mills were faced with rising stocks and 
diminishing sales, public confidence which had proved so reliable an asset was 
lost, and a gradual withdrawal of deposits came to be made For this reason 
'do you not agree that this kind of public deposits does not constitute a depend¬ 
able source of finance ?—They have been dependable in the case of the mill 
•industry for the last 30 years. The working capital has been found by the 
fixed depositors and there is still to-day considerable faith in the Bombay mill 
industry. 

7463. If the depression sets in, deposits are gradually withdrawn and the 
null is put to embarrassment on account of those untimely withdrawals. I 
want to differentiate between public deposit from individuals and finance 
from banks ?—The bank is very human too. The bank is also like the indi¬ 
vidual depositor. The moment an industry begins to wane the bank also 
hesitates in common with ordinary depositors to lend more money. 

7454. Mr. Khaita.n : You have said in one of your answers that some 
banks in Bombay have opened trustee departments. Could you give us more 
detailed information ?—I can send yon some information about that. 

7465. We have heard it from one witness that one of the functions of thia 
kind of trustee bank is that it enables the bank to act as an administrator or 
•executor ar as a manager to look after the affairs of minors ?—^Ikat is the 
trustee department we are talking of. 

74.56. Has there been any case of a bank in Bombay opening a department 
such as can be called an investment trustee department ?—Not that I know 
of. 

7467. When you recommended that State-aid might be given to start an 
•industrial bank, I suppose you had in mind the difference in the conditions of 
India and the conditions prevailing in more advanced countries like Germany 
-and Hngland. Is that not so ?—No ; it is not. I had in mind only just the 
•onditions in India. 

7468. It was because you were only thinking of conditions in India that 
.jou recommended that some kind oi State-aid would be useful in starting an 
iaduatriai bank i—I had nothing else at the back of my mind. 
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TWENTY-FIFTH DAY. 

Wednesday, the 24th September 1930. 

Present; 

Sir Bhupendra Nath Mitra, K.C.S.T., K.C.I.E., C.B.E. (Chairman). 

Sir PuRSHOTAMDAs Thakurdas, Kt., C.I.E., M.B.E. (Vice-Ohairman). 

Mr. D. P. Khaitan. Mr. E. W. Buckley. 

Mr. F. V. Eushforth. Mr. Jadu Nath Eoy. 

Mr. Mand Subedar. Mr. G-. K. Devadhab, C.I.E. 

Dr. L. K. Hyder. Mr. Nalini Eanjan Sarkar. 

Mr. W. Lamond. Seth Haji Abdoola Haeooe. 

Lala Harkishen Lal. 

Mr. V. K. Aravamudua Ayangar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masani, M.A. (Joint Secretary). 

Mr. K. N. Chandabhoy (Vice-Preaident), Mr. E. N. Adarbad, (Hoa. 
Secretary), Mr. N. S. Gubbi, (Member); representativeg of the Indiau 
■Society of Accountants and Auditors were examined. 

7459. Chairman: I believe Sir Hugh Cocke is the president of your 
society ?—Yes, Sir. 

7400. Will you kindly give us some information about the 
objects of your Society and its constitution?—^The objects 
of our Society are given in our bye-laws. They are 
about 15. I will only state the most important among them, 
^a) To provide in India a central organisation of accountants and auditors 
and to do all such things as from time to time may be necessary to support 
and protect the character, status and interests of the profession of Public 
Accountants and Auditors an India, (h) To promote and protect the inter¬ 
ests of its members, and of the profession of Public Accountants and Audi¬ 
tors in India generally, to cultivate the honourable practice and profession¬ 
al co-operatdon among its members, to promote their efficiency and use¬ 
fulness by requiring the observance of strict rules of conduct as a condition of 
membership of the Society, and by setting up a high standard of profes¬ 
sional and general education and knowledge of persons engaged in, or about 
to be engaged in, the profession of Public Accountants and Auditors and 
■otherwise, and to elevate the profession of Public Accountants and Audi¬ 
tors as a whole, (c) To represent generally the views and interests of the 
profession, and to preserve and maintain its integrity and promote just 
and honourable practice in the conduct of business and to suppress mal¬ 
practice. (f) To afford the Central and Provincial Legislatures and public 
bodies and others facilities for conferring with and ascertaining the views 
of the Accountancy Profession as regards matters directly or indirectly affect¬ 
ing it. These are the four principal objects out of about 15. If you desire 
me to read out the others, I will do so. 

7461. Will you kindly let me have a copy of your bye-laws? (A copy 
■was handed over to the Chairman). 
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7462. How long has the Society been in existence?—^It was originally 
started in 1916 and it was resuscitated about 8 years back. 

7463. Was it in a moribund condition for sometime?—It was jr^ a mori¬ 
bund condition for a good many years and then it was revived. 

7464. Could you kindly tell us the number of your representatives?— 
,We have 145 members out of about 500 persons eligible for membership 
throughout the whole of India. 

7465. Your members are distributed all over India?—Yes, all over 
India. 

7466. Sir Purshotamdas Thdkurdas ; When you say out of 500 all over 
India, you lay down certain qualifications?—There are certain qualifica¬ 
tions and members holding those qualifications are as many as 500. 

7467. Can you tell us how many of your 145 members belong to im¬ 
portant towns?—All Presidencies, Provinces and Administrations are re¬ 
presented on the association. There is not a single Presidency which is 
not represented. We have members from all Presidencies and Provinces 
on our rolls. 

7468. Mr. Manu Subcdav: A Bombay auditor can go to Calcutta and 
practise there as an Auditor?—Yes. 

7469. That me ns that the work of the association is spread out not ac¬ 
cording to where the auditor works but according to his practice?—Yee, 
that is 80. 

7470. Chairman: You state that your Council agree that the primary 
function of any banking legislation in India should be to inspire confidence 
“where it is lacking at present in the minds of the public and specially in 
the minds of small investors, so that they may deposit freely in indigenous 
banking institutions”. Am I correct in understanding that your Council 
believes that the investing public do not freely deposit their savings in 
indigenous banking institutions for want of confidence in them generally? 
If so, will you give us the reasons for such lack of confidence?—Our rea¬ 
sons are that the public and small investors have lost faith in the indige¬ 
nous banking institutions since 1913, very probably from the time joint 
stock banking was in its commencement, and during the decade that fol¬ 
lowed many joint stock banking companies failed for one reason or another 
and that resulted in a loss of some crores of rupees. Naturally the invest¬ 
ing public lost faith in such concerns and I can say that their faith has 
not yet been sufficiently restored. 

7471. Mr. Manu Suhedar: With the result that the deposits have gone 
down?—The paid-up capital has gone down. 

7472. When you say that the depositors have no faith I suppose you 
would qualify that statement and say “less faith”?—Yes. 

7473. They have got about 60 crores; so you could not say that the de¬ 
positors have lost faith and if you take into consideration the Imperial 
Bank which is also an Indian joint stock bank, you could not say that the 
depositors as a class have lost faith?—That is true. 

7474. But the position in your opinion would have been stronger if 
there had not been those failures?—^Yes. As regards the Imperial Bank, 
people have faith in it because it is supported by Government. 
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7475. If the Imperial Bank ceased to be Government bankers and ro» 
madned merely as a commercial joint stock bank, do you apprehend that 
their deposits would go down?—It would then be on a par with indigenous 
banks. 

7476. Would the deposits go down?— I believe so. 

7477. Chairman ; It follows that owing to this lack of confidence the 
depositors have not put the whole of thedr savings in these indigenous 
banking institutions. Have you any idea where this money has gone? 
Has it gone to hoards?—I have no statistics at my command, but I be¬ 
lieve these deposits have gone to foreign banks. 

7478. If you were told that the proportion of deposits in foreign banks 
since 1913 has gone down while the proportion of deposits in the Indian 
joint stock banks has gone up perceptibly, would not that be an indication 
against the suggestion you have made?—In that case, of course, if the 
statistics show otherwise, I am open to conviction. 

7479. Sir Purshotamdas Thakurdas: Your only reason for this lack of 
confidence is the failure of certain banks. Do you say that that feeling 
has continued since then!*—The feeling in favour of banks is gradually 
reviving, but there are some kinds of misgivings still in the minds of the 
people. 

7480. Do you mean to say that the want of confidence is only due to 
bank failures in 1913 and to nothing else? 

7481. Chairman : I take it that by indigenous banking institutions you 
have been referring to indigenous joint stock banks?—That is so. 

7482. Sir Purshotamdas Thakurdas: During the boom period in 1918, 
1920 and 1921, the deposits in the Indian banks were on the low side?—They 
were not on the low side. The boom period had as a matter of fact 
changed the mentality of the people all round. 

7483. Therefore, the shock which the people got in 1913 was discounted 
by the boom period? When people have money, they would go to the 
Indian joint stock banks to deposit that money; but when they have no 
money, how can they be expected to go there?—I want to qualify my 
statement by saving—lack of confidence coupled with the poverty of the 
people. When the people become poor, they naturally get more cautious. 

7484. Mr. Manu Suhedar: We have heard complaints from several 
joint stock banks that Government’s borrowing policy which yielded to 
the investor a rate not much less than the rate which he could earn by 
depositing the money with banks was responsible for the diversion of con¬ 
siderable sums which would otherwise have gone into banks. Would you 
support that statement?—Yes, to a certain extent. 

7485. If Government’s programme of borrowing had not been so heavy 
deposits in Indian joint stock banks would have been greater?—Certainly. 

7486. So, to that extent you would say that the lack of confidence on 
account of bank failures is not the only reason?—^No. 

7487. The Karachi Bank failed recently. Do you think it has affected 
the deposits with the Bank of India or with the Central Bank?—They are 
flourishing institutions and people have faith in these banks. 

7488. Therefore, what you mean is that if there is a new or an obscure 
bank started by an individual and if there was a breath of scandal about 
it, then of course the people would not go to deposit money?—We have 
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ooly 4 or 6 good institutions in which people have confidenoe. The bulk, 
of deposits go into these banks. But taking into consideration the vast 
extent of India, if you have only 5 or 6 such banks it goes without saying, 
that people have no faith in the other new institutions that are started. 

7489. A new institution was started in the Punjab some years ago. It 
has got a very large total of deposits which would command our respect?" 
—It must have a very powerful Board of Directors. The question of per¬ 
sonalities is always a very important factor. 

7490. Dr. Hyder: I take it that your statement refers to the small 
investor. Have you noticed any change in the mentality of this small in¬ 
vestor or is he still as shy as before?—^There is some change of late, though. 
not very perceptible. 

7491. When he does not invest, it does not show that he has got. 
nothing to invest?—If at all he has any money to invest, he tries to fish 
out the safest concerns. 

7492. W’hat do you mean by the safest concerns?—^I need not name- 
them as the distinction will be invidious. I can mention Government in¬ 
vestment for example. 

7493. Chairman: Your view is that large sums of money have gone 
into Government investment because of this lack of confidence in the in¬ 
digenous banking institutions? Is that your point?—That is so. 

7494. Are you now referring to treasury bills or other forms of Govern¬ 
ment securities?—^We mean postal certificates and the Government savinga- 
banks, etc. 

7495. Sir Purghotamdas Thakurdaa: 1 take it that this memorandum 
has been seen and approved by your Council and that on the Council 
there are several auditors who are auditors of banks also?—Yes. As a 
matter of fact this memorandum which has been put before the Commit¬ 
tee has been thrashed out in the Council, and we have included in it' 
only those points on which we were unanimous or almost unanimous. 
Therefore the memorandum submitted to your Committee has been passed' 
paragraph by paragraph almost unanimously. 

7496: Chairman: Your Council suggests that any private individual, 
firm, or limited company intending to do banking business in India should' 
not be allowed to be registered as a bank. Even if such private concerns 
satisfy the legal requirements for registration and carry out the obliga¬ 
tions imposed by law on banks, would you oppose their recognition as 
banks?—^With regard to this question, Sir, as it is there is at present nO' 
law imposing legal requirements for registration of individuals or firms 
conducting banking business. If the legislature contemplates any enact¬ 
ment on that matter, we should like to know of any necessary provisions. 
Before that we are not in a position to answer this question. 

7497. My question is that if you have an institution which satisfies the 
legal requirements for registration which are at the present moment re¬ 
quired in the case of public limited companies, would you object to their 
being registered as banks?—Certainly not. 

7498. Then, they would be in the category of public limited com¬ 
panies, but they may satisfy other requirement which are there to safe¬ 
guard the interest of depositors?—^We should know what those particular- 
requirements are from which they are to be exempted. 
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7499 . Obviously they will not be asked to form themselves into a public* 
limited company because if a private individual or a private limited com¬ 
pany has to convert itself into a public limited company under the Indiam 
Companies’ Act, then naturally it will not continue to remain as an indi¬ 
vidual or private limited company so that the fundamental distinctioth 
must be there; but barring that if it is provided that these institutions- 
must follow the other regulations which are applicable in the case of public 
limited companies, would you object to their being registered in India' 
as banks?—^Yes, we would object. 

7500. You do not want any institutions to be registered unless and 
until it forms itself into a public limited company?—^That is so. 

7501. Mr. Khaitan: What is your real objection to a private limited , 
company registering itself in India?—Our reasons are that private limited! 
companies are not so well controlled under legislation as public limited 
companies; they enjoy some sort of privileges. 

7502. Mr. Manu Subedar : Under the Companies Act they need not 
register their balance sheet with the Eegistrar at all, and the Companies- 
Act is not so strict with them as with a public company?—Yes. 

7503. But is that the only objection, is there any financial objection?— 
If they have to comply with the same provisions as public limited com¬ 
panies, we would have no objection. 

7504. Chairman: That was my precise point. Short of meeting that 
particular requirement of the Indian Companies Act under which they may 
have to form themselves into a public limited company, if they are re¬ 
quired to follow the other regulations now applied to public limited com¬ 
panies, would you object to a private limited company registering itself' 
in India as a bank?—No, we would not. 

7505. Sir Purshotamdas Thakurdas : Your objection only applies to ■ 
banks, not to bankers?—Yes. 

7506. Your main aim is to protect the interests of the depositor. Yott; 
know that shroffs, cheities and multani bankers all take deposits and they 
are at present outside the reach of the law. Do you propose that there- 
should be prohibition against anybody, taking deposits who is not registered 
as a bank?—The prohibition is against the use of the word ‘bank’, 

7507. You would like to see what the legislation is like before you.' 
criticise and you are not prepared to say whether you have any objection' 
or not before you see the main outlines of the proposed legislation?—^Yes, 

7508. Chairman: To that extent, would you modify what you have 
said in the statement “Likewise, an individual or a private partnership, 
should be prohibited from using the words ‘banker’, ‘private banker’ or" 
‘bank’ in the name of his or the firm’s business”?—^In the absence of the 
nature of the proposed legislation we are not in a position to say whether- 
we agree or do not agree. The reason for including the words ‘individual 
or private partnership’ is that we have taken into consideration the pre¬ 
sent circumstances. What the future circumstances would be we were 
not in a position to say when we drafted the memorandum. As far as 
present circumstances are concerned, we wish that an individual or 
private partnership should not be allowed to use those words. 

7609. If that was your real intention initially, if you had said that until 
certain things were done, this should not be allowed, that would have- 
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made the position clear. But that is not how the sentence runs. To that 
extent the statement should be modified, i.e., if certain things are done 
and if those receive your approval, you would not mind an individual or a’ 
private partnership being allowed to use the word ‘banker’ or ‘privato 
banker’?—Quite so. 

7510. To that extent only you modify your statement?—Tes. 

7511. Sir PuTshotamdas Thakurdas: Your main point is to see that 
the accounts of such banks or bankers are open to the utmost scrutiny by 
a responsible auditor?—Yes, and they should be published. 

7512. The publication part is a matter for the investor. As far as you 
are concerned, you think the account should be open to audit by a respon¬ 
sible party?—Yes. 

7513. Chairman: Do you press for publication?—Compliance with the 
requirement of the Companies Act necessitates publication. 

7514. Are you strong on publication?—^Yes. 

7515. Seth Haji Abdoola Haroon: Would you agree that these pri¬ 
vate banks or bankers should be allowed to do business other than banking 
business?—As it is, the present multanis and other classes of the same 
group do also trading business. That depends upon prospective legisla¬ 
tion and we are not in a position to say anything off-hand. 

7516. Chairman: What would yoiur advice be in regard to legislation? 
—^If you want my personal views, T am prepared to give it. My Council 
has not considered that aspect of the question. 

7517. Seth Haji Abdoola Haroon: Would you allow the indigenous 
banking companies to do other busiincss? Have you any objection?— 
They cannot do other business, it is laid down in the memorandum. 

7518. Mr. Manu Subodar: The memorandum in some cases, even in 
the case of banks, is extremely wide and gives them various powers which 
would include trading of a certain kind. I know that your views are very 
strict on the subject even as far immoveable property goes, but I take 
it that you would advocate that if the memorandum of any bank provides 
for such wide powers as to enable them to do trading of any kind, they 
should not be allowed to do so?—^Yes. The memorandum should be res¬ 
tricted. 

7519. The Registrar of joint stock companies should object to that?^ 
Yes. 

7520. Chairman: Your Council is of opinion that there should be ade¬ 
quate control over all British and foreign banks doing business in India 
and that such control should be exercised by a special Finance Committee 
empowered to issue licenses to such banks. Will you kindly tell us who 
should appoint the committee and what its constitution should be?—We 
suggest legislation for the formation of a Finance Committee. It should 
consist of representatives of Government, elected representatives of legis¬ 
latures and elected representatives of public bodies interested in commer¬ 
cial affairs. We also suggest legislation for a scheme of control over all 
British and foreign banks embracing all matters connected with the impo¬ 
sition of legal obligation on such banks, and also that such a committee 
may be empowered, if the requirements are satisfied, to issue licenses to 
such banks. 
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7521. If and when a Eeserve bank is established, would you allow the 
Eeserve Bank to take the place of your special Finance Committee?—That 
depends upon the organisation of the Eeserve Bank, whether its constitu¬ 
tion would admit of representatives of so many bodies. When the Ee¬ 
serve Bank Bill wag before the Assembly, there was some opposition front 
the offip’als regarding the constitution of the Eese.rve Bank Board and the 
Government of India opposed having representatives of Indian legislatures 
on the Central Board. We have suggested that there should be represen¬ 
tatives of the legislature on the Finance Committee and if the Eeserve 
Bank is started as originally proposed by the Government of India, it 
means that the representatives of the legislature would not be on it. 

7522. Therefore you will continue this special Finance Committee?— 
Yes. 

7523. Mr. Khaitan: You referred to something about the legal obU- 
gations of the British and foreign banks?—-The legal obligations may be- 
with regard to immediate eapdal, with regard to annual production of 
statements of account connected witj^ the Indian business according to- 
the prescribed form, registration of the same, practical train'ng of qualified 
Indians in bank'ng bus'ness and methods, the interests of creditors and 
investors in the event of winding up, investments in Indian securities and 
so on. 

7524. Chairman: You have detailed some of these in your memoran¬ 
dum?—Yes. 1 

7525. Can we take it that these are the most important ones which; 
you have now mentioned?—Yes, on which wc are unanimous. 

7526. There may be other items on which there may not have been 
unanimity?—We have only touched upon those points in our memoran¬ 
dum in which accountants and auditors are concerned. 

7527. Your Counc'l is further of opinion that in the case of the winding 
up of any British or foreign bank doing business in India creditors and 
shai-eholders should have a pr ority, or a first charge, over the bank’s 
assets in India without prejudice to their rights over the assets of the bank 
situated outside India. Can you cite any precedent for such provisions 
in respect of non-national banks working in other countr'es?—We do not 
know much about non-national banks. As far as our information goes, 1 
think there is some such law in Germany under which the German nation¬ 
als are protected. For example, if an Indian company goes into liquida¬ 
tion and if that Indian companv has got some German debtors and some- 
German creditors and if the assets of the Indian companv are not sufficient 
to pay off the creditors of that company, even then the law in Germany, 
as far as I understand it, is that from the assets available of German 
debtors the German creditors are paid off. 

7528. And thereafter from the funds of the Indian creditors?—Yes. 

7529. Mr. Manu Suhedar: What you have said applies to all com¬ 
panies and not merelv to banks?--It applies to all compan'es. The Indian 
Companies Act applies to banks also. 

7530. We are trvinc in th's f’ommhtee to dpv'se measures wti'ch would 

be of spec'al apnlicat'on to banks. We are not concerned with the posi¬ 
tion of other jo.int stock compan’es or w'Hh fhe, T’ooh'on of foreim com- 
pan’es wm’’V’n'r in th's pnunt’-v or ti-ip-r Tf i-np.. v-o n ver” satis- 

factorv th'ng in law, hut do vou kr.ow ttu-t 'n ttit> case of an ordinary 

Von. Ill 3 B 
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company it is not possible to fritter away the assets or to reduce th» asseii 
and increase the liabilities suddeMl^-. In the case of a bank you are aware 
that in the course of two hours by means of the telephone and by a couple 
of telegrams you can reduce your assets by a couple of crores and increase 
your liabilities by a couple of crores in this country, the assets being in¬ 
creased in other countries by means of remittances. Do you think that' 
this in itself is an adequate provision?—^We would leave it to the Com¬ 
mittee to consider. 

7531. You feel that in the case of a bank this provision by itself may 
not be adequate?—If from your expert knowledge of the inner working of 
banks you think it is not adequate, we have nothing to say. We have 
made this recommendation from our experience of the working of the com¬ 
pany law. 

7532. You say in your memorandum that only public limited companies 
which are established in India to carry on banking business should be 
allowed to use the word “bank”. You also say that “in the best interests 
of the investing public in this country it is very desirable that there should 
be adequate control over all British and foreign banks doing business in 
India, and that that control could be effectively exercised by a special 
Financial Committee empowered to issue licenses to banks desiring to start 
or to continue doing business in this country”. Is it your intention that 
unless a bank is registered in this country, it should not be allowed to use 
the word ‘bank’?—The first sentence refers to Indian indigenous banks 
registered in this country, but as regards foreign banks, if they comply 
with all the requirements of law as Indian banks have also to, there can¬ 
not be any objection to them. 

7533. But a company registered in London cannot possibly comply to 
the same extent as a company registered in India in the sense that it will 
have no directorate here and no audit of any kind?—But we want that 
it should have these. 

7534. In the first instance I should like to be clear with regard to your 
views on the larger question. Suggestions have been made to us that 
unless a company was registered in India, it should not be allowed to work 
as a bank following the precedent of other countries, and I should like to 
know if your committee have any views on this extreme suggestion ?—We 
do not wish to go to that extreme. All I would say is that foreign 
banks working in India should be compelled by law to get their accounts 
audited and published and they should carry out the same obligations as 
Indian banks are compelled to do under the Indian Companies Act. 

7535. Chairman: That is, your paragraph 3 refers to banks establish¬ 
ed in India, and your contemplated regulations in regard to foreign banks 
are contained in paragraph 4 and not in paragraph 3. Would that be a 
correct appreciation of the views of your Association?—Quite so. 

7536. Mr. Manu Subedar: With regard to foreign banks working in 
this country, you would not want any discrimination between them? 
Whether a bank is from America, Japan, England or Germany, they all 
stand on the same footing?—Yes, provided they comply with the Indian 
law. 

7537. You are suggesting certain definite provisions, but others may be 
thought out by this Committee. When a bank ns willing to comply with 
these and, as a matter of fact, is complying with them, licenses should 
be issued and continued?—Yes. 
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7638. With regard to publication of accounts, is it always possible in 
the case of a banJr to separate its Indian business from its foreign busi¬ 
ness?—^It could be made possible. 

7539. It could not be shown as profit and loss account or balance sheet? 
—^It could be shown under the schedule of assets and liabilities. 

7540. But such a statement could give no idea with regard to cash 
and reserves because they are naturally composite items?—A special note 
could be made in the balance sheet that the reserves are both for India 
as well as for other branches. 

7541. I want to put it to you whether it is possible?—Our idea is to 
make it possible. 

7542. We are thinking of the methods of devising adequate control. I 
suggest to you that the method put by you may not secure a correct view 
of the position of the bank as a whole?—But it will secure better informa¬ 
tion than is available at present. 

7543. Can we improve it further?—^It can be improved further. 

7544. I put it to you that it is difficult to prepare the balance sheet of 
a concern which is borrowing in 20 or 30 different places and which is re¬ 
gistered under foreign law and whose forms are separate?—Our view is that 
it should be made possible to secure better information and more detailed 
statisties for Indian shareholders about the position of the banks working 
in India. 

7545. Chairman: I take it foat it is really to meet that aspect of the 
case that you add these words “without prejudice to their rights over the 
assets of the banks situated outside India”.—Yes, 

7546. You refer to the practice in Germany. Could you kindly refer 
us to any books or publications which would enable us to find out the 
practice in Germany in this particular matter?—A case recently came 
before \is about the liquidation of a company and from that we came to 
know of it. 

7547. In those papers is any reference made to the German law? If 
you could refer us to the particular German law, we might be able to get 
hold of the papers. If you have not got the information before you now, 
would you kindly write to our Secretary?—Yes, we shall do so. 

7548. Mr. Manu Subedar: It has been put to us by several witnesses 
that the first claim, to the savings made by the people of this country, is 
of the Indian banker and through the Indian banker, of Indian trade and 
industry, and thas for this purpose a regulation should be made, by which 
the freedom of foreign banks to receive deposits in this country should be 
either curtailed or should be restricted altogether. There are various views 
on the question, but would you kindly tell us what the views of your Asso¬ 
ciation are on it?—We have not thought, as an Association, over this 
matter, but we would certainly want that certain restrictions should be 
put upon the investments of the deposits of Indians, that is. that those 
deposits should be utilised as far as possible for Indian purposes. 

7549. There are two classes of restrictions. The first is the restriction 
on the depositor himself from putting his money in the exchange bank. 

If he is prevented from doing so, the suggestion is that he will either put 
it in Government securities or in various other forms of securities that 
might be created, which will spread out to the benefit of internal trade, 

8 B 2 
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iiiciustrv and oonimerco. The second restriction which you mentioned is- 
more difficult. How would you restrict foreign banks from using Indian, 
money, say for their operations in Singapore, Hongkong, Java or the Malay 
Peninsula ?- — i heV might invest it in Indian securities to some o.'ttenb. 
They might use it for the advancement of Indian trade to some extent. 

7550. But if the company is a single composite company controlled by 
a single Board and the idea is that they want to make as much out of their 
working capital as possible and invest them wherever it pays them best? 
You kni^w us a mailer of fact that the monei rate is lietter as you gc. 
eastwards up to Hongkong and it is not improbable that some of this 
money is going to the detriment of the use which it could be put to here. 
The idea of restricting deposits to Indian banks was that the money should 
be presumably used in India. If foreign banks want to do their operations 
here, they can bring deposits from their own countries where they can 
get it cheap and {ilcntifully and not entrench on Indian savings to which 
till first claim is of the Indian institutions. What would be your view?— 
We have no definite views on the matter, but as far as possible some 
feasible measures should be taken to prevent exploitation. 

7 "51. Supposing industrial banks were started in this country and 
debentures issued cn which there is a Government guarantee, would you 
consider that a satisfactory form of investment?—^Yes. 

7552. Chairman: You have said that your Association contemplates 
that one of the conditions for the issue of licenses should be that deposits 
in foreign banks should be invested as far -as possible in Indian securities 
and in Indian trade. I do not find that condition mentioned in your 
memorandum at all?—I have already said that we have only put forward 
those suggestions which directly affect the accountants and auditors. Our 
society is a professional body and we have restricted as far' as possible to 
those points which frequently present themselves to auditors. 

7553. You must remember that the view of your Association is that 
investments should be restricted as far as possible to Indian securities and 
to Indian trade. Previously you said that your Association is only con¬ 
cerned with those matters on which they have expressed their opinion. I 
want to m.ake sure that what you have just said represents the views of' 
your Association?—It does represent the views of our Association. 

7554. Mr. Manu Subedar: Another proposal has been placed before us 
and that is the land mortgage banks which may be started in connection 
with the co-operative movement. The idea is that Government will 
guarantee the interest on debentures issued by those banks and they would 
be trustee securities. That being the case, would you not advocate the 
Indian money being deposited in those debentures?—Certainly, that can. 
be done. 

7555. Dr. Hyder: You say that in the case of winding up of anv Brifish 
or foreign banking company doing business in India, Indian creditors and 
shareholders should have a priority, or a first charge over the bank’s assets 
in India without prejudice to tjjeir rights over the assets of the bank situated 
outside India. One can understand your anxiety for the creditor 
but how are you going to lump the shareholders together?—After all the 
creditors have been paid off in full, the shareholders’ case will be taken 
np. 
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7556. Mr. Lamond: You insist on local registers, do you not?—Yes. 

7557. Dr. Hyder : If an Indian elected to be a shareholder in a forei^ 
eompany, would you under the Indian law give him protection for his 
interests?—We do not know what laws there are or there will be in foreign 
countries with regard to the position of their nationals in this matter. 

7558. With regiivd to the German system to which you referred is 
this a reference to any particular provision in the German Commercial 
■Code?—Well, we will look it up and let you know later on. 

7559. 8ir Purshotamdas Thakurdaa: Take the case of a bank which 
has closed its doors. Supposing on the Bank of Taiwan, there were Indian 
deposits to the extent of Rs. 20 lakhs and there were some Indians who 
held shares in that Bank to the value of Rs. 50,000, and the Bank’s assets 
in this country amounted to Rs. 21 lakhs. Is it your suggestion that after 
meeting the Bank’s creditors in this country, out of the balance of Es. 1 
lakh, Rs. 50,000 should be paid in full to meet the dues of the Indian 
shareholders?—That is not our view. Our point is that after all the credi¬ 
tors have been paid off in full in India, the balance, of Rs. 1 lakh that is 
left will be placed at the disposal of the liquidator of the Bank at Japan 
who will after meeting all the creditors of the bank (including Indian and 
foreign) will distribute the remaining balance among the. shareholders of 
the Bank irrespective of the fact whether they are Indian or foreign. 

7560. Mr. Buckley-. We have been told that when a certain Japanese 
Bank closed their doors many Indian depositors of that concern lost 
their money. Is that your information?—We do not know much about 
that. 

7561. An impression has been left with this Committee by one witness 

who was examined before us that the Indian depositors did lose lots of 
money by that crash. If I tell you that Indian depositors did not lose 

■even a single pie and I can also substantiate my statement by facts and 

figures for the use of thie Committee, will you accept my state¬ 
ment?—-We have not based our suggestions on that point. We would 

however he prepared to admit your statement if you can prove it to be 
correct. 

7562. Sir Purshotamda.f Thakurdas: If it is so, do you not think that 
it was only a lucky coincidence?—That is so. 

7563. Chairman: Will you kindly explain to the Committee the reas(.>Tis 
why you want the various classes of debts and the nature of securities 
against which they are secured stated specifically in the balance sheet?— 
With a view to give full information to the investors, shareholders, credi¬ 
tors and the general public, it would give a clearer idea of the working of 
the hank if the debts and securities of the bank are fully classified and 
given in the balance sheet. It also serves statistical purposes and enables 
not only professional men but also lay-men to form some opinion on the 
management and stability of the bank, 

7564. And it is your opinion that if such information were given, then 
it would engender greater confidence in the depositing public?— Yes. 

7565. Sir Purshotamdas Thakurdas: May I ask whether you have 
known of any parallel of existing legislation in other countries on this 
subject?—We do not know of that, but as Indian banking is still in its 
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infancy, we think such a provision is necessary in order to ensure more- 
confidence in the public. 

7566. I suppose your idea is that if a bank keeps its assets in cash 
even up to 100 per cent., then that bank would be considered solvent ?—We 
would not go to that length, but stUl we consider that as far as possible 
the position should be shown clearly. 

7567. Mr. Manu Subedar : You know what is called window-dressing, 
practised by banks?—We can guard against window-dressing by providing 
under legislation that auditors should be empowered to publish such 
instances of window-dressing in a schedule to be attached to the balance 
sheet. Supposing a director has taken a loan of Rs. 5,000 from the bank,, 
and he repays the loan on the 30th December, on the Slst the balance 
sheet is prepared and then again on the 1st or the 2nd January he agtun 
takes the loan, then the auditor must be authorised to bring in such 
instances in the schedule appended to the balance sheet. 

7568. I can quite imderstand your point. I am very much on the- 
point of cash. You know window-dressing is not a peculiar Indian weak¬ 
ness, but it is a human weakness prevalent all the world over. You will 
agree with me that vmless there is a system of daily, weekly or monthly 
audit, an auditor’s business is only to report on the state of aSairs as on 
the date the balance sheet is prepared?—That is true. We are under the 
present law not required to state any other fact. 

7569. I put it to you that in the case of banks that have failed, the 
bank’s auditors must have known of some big transactions which happen¬ 
ed two or three years before the crash which would have brought about 
the crash?—agree, but at present there is no statutory obligation on 
auditors to disclose such transactions. We have naturally to restrict 
ourselves to the duties that are placed before us. But we suggest that 
that difficulty can be circumvented by the introduction of the practice 
followed in Canada. If the shareholders by a resolution of the general 
body passed a resolution to that effect, the auditors will have to come out 
with actual facts. 

7570. I am very glad that you mentioned this, but you will agree with 
me that the present situation is, although the appointment of the auditor 
rests in the shareholders in name, in actual practice it is the directors who 
appoint the auditor?—That is so. 

7571. So as matters stand at present, you would not go out of your 
way to hurt the feelings of the directors or the Manager because of over¬ 
zeal ?—We are simply to be guided by the statutory obligations imposed 
on us and nothing more 

7572. I say the office of the auditor at present depends on the good 
will of the directors of the bank and if anything could be done to make 
the position of the auditor independent of the directors, then the position 
would be better?—That is so. 

7573. Mr. Devadhar: You have doubtless audited the working ot 
several banks and other companies. What percentage of these firms resort 
to this form of window-dressing ?—We cannot say what percentage it is^ 
but we have not come across any cases of window-dressing. 
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7674. So tlien you are only dealing with certain possibilities and pro¬ 
babilities?—If you will read the reports of the liquidators in the case of 
banks that have failed, like the Alliance Bank of Simla, you will get to 
know more about this. 

7575. From your experience can you say what percentage of the banka 
do this window-dressing business?—That point can only be thrashed ouk 
when a firm goes into liquidation and then the liquidator gets more power 
and greater facilities to thrash out the whole problem. 

7576., Chairman : Mr. Devadhar’s point seems to be this. Your refer¬ 
ence to the liquidator’s report brings out the fact that window-dressing" 
does go on. Otherwise these banks, at least some of them, would not have 
gone into liquidation?—^That is so. If you read the liquidator’s report 
that will disclose the actual position.. 

7577. So you admit that there must have been cases of window-dress¬ 
ing?—^Yes, there are cases. 

7578. And Mr. Devadhar’s point is, whether your Association, with its 
experience in these mctters, will be able to say in what percentage o4 
oases is this window-dressing going on? We are xmable to answer that 
point. We have got only one bank to audit and all others are commercial 
houses. 

7579. Mr. Devadhar: May I take it that in your experience you have 
not come across cases of window-dressing?—^No, not in the case of banks. 

7580. You referred me to the reports of the liquidators. So then the 
position is that unless a bank goes into liquidation nothing can be known 
about that?—That is so. 

7581. While a firm is on its legs we cannot get such information and 

only when it falls down, you ■will get the information. Is that not you? 
point ?i—To prevent that we have proposed safeguards. • 

7582. Mr. Khaitan: You have also heard of secret reserve which is 
very much different from window-dressing?—^That is legitimate to 
strengthen the position of the bank. All sound banks must have secret 
reserves. 

7583. Is there not more of secret reserve than that of window-dress¬ 
ing?—That is so. 

7584. Mr. Lamond : It has been suggested to you that hidden reserves- 
strengthen the banks while window-dressing weakens it. I put it to you 
that it is not the case. Window-dressing is done only just to show a 
bigger percentage of assets in cash. It only reduces the earning power of 
the bank for the time being?—^The object of that window-dressing is to 
give a better opinion of the bank than what it really is. We should consi¬ 
der it an embellishment. 

7585. Chairman : But this particular class of window-dressing, that is, 
transfer from securities to cash or to money at call is not an embellish¬ 
ment ?—Comparatively speaking it is so, because cash is better than money 
at call or other investments. To the investing public it sounds better. 

7586. Mr. Devadhar: Is this window-dressing an indigenous growth or 
a foreign importation'?—^That depends on the history of the banks of which 
we have no knowledge. 
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7587. Chairman : There is no window-dressing in the matter of indi- 
■genous bankers in India because they do not publish their balance sheet?— 
That is so. 

7588. Item 10 of particulars required by Act VII of 1930 on the assets 
side of your proposed form F., is “Debts considered bad or doubtful . 
You are no doubt aware that under the notification issued by the Govern¬ 
ment of India in the year 1927 banks have been exempted from disclosing 
such debts if they have been provided for to the satisfaction of the 
auditors. Will you kindly state why you want this item to be separately 
shown in the balance sheet?—This is a very important item. Debts con¬ 
sidered bad or doubtful form a striking feature of the management of the 
bank and we are therefore for the reversion to the old practice of showing 
bad and doubtful debts on the assets side and the provision for the reserve 
on the liabilities side of the balance sheet. Besides for the use of students 
of banking it is a useful item because we have to know what are the debts, 
what the investments are and so on. We see no reason why it should not 
be disclosed. 

7589. I dare say you are aware of the change made in 1927?—^This 
order was promulgated by the Go’^ernment of India without consulting any 
commercial or professional bodies. 1 have here a copy of the petition 
made by the Central Bank, the Bank of India and the Allahabad Bank to 
the Governor-General in Council in the course of which the memorialists 
state as follows;—“The practice uniformly followed has been to omit the 
bad and doubtful debts from the total of loans and advances if and only 
so far as the same have been adequately and satisfactorily provided for. 
If any debts which are doubtful have been included in the total of loans 
and advances and if the banks do not hold sufficient provision for the same 
they arc always separately specified as bad or doubtful’ On the basis of 
this petition the Government communiqud that was issued stated that this 
is a uniform practice. Now I have got the balance sheets 
of the Bank of India, one of the petitioners of this memo¬ 
randum and you will find that from 1913 to 1927 the Bank of 
India itself has given the bad and doubtful debts and a provision for 
reserve in their balance sheets. So our point is that the Government of 
India made unnecessary haste in promulgating this order. They never 
even consulted all banks; because one bank at Bombay was dragged into 
litigation, the Government of India naturally went to its rescue. We 
admire their timely help but our opinion is that bad and doubtful debts 
should be shown in the balance sheets. 

7590. Is it not a practice in other countries not to show bad and doubt¬ 
ful debts and is it not one of the reasons quoted by the Government of 
India in their communique?—We are following the English Companies’ 
Act with some modifications here and there in this country. In the 
English Companies' Act there is no form “E” or anything of that sort 
with the result that it has not been obligatory for banks in that country 
to disclose their bad and doubtful debts. As a matter of fact it was only- 
in 1929 that it was left to the discretion of the banks or limited companies 
to publish their profit and loss accoimt or not. 

7591. I think you said it would be more desirable from the point of 
view of the public. If the doubtful debts were shown separately in th« 
balance sheet even if they were well provided for, would that not raisa 
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■suspicion in the minds of the not-too-well-informed public?—^Not 
necessarily; it will create confidence rather t!han suspicion. 

7592. If they read in the balance sheet debts considered bad or doubt¬ 
ful although there is some corresponding entry, still it may not attract 
their attention to the same extent? Barring your Association and perhaps 
a few other people, will any body be able to study these balance sheets 
careially ?—In the formulation of a principle we have to get at the intelli¬ 
gent side of the public. From their point of view we have to discuss this 
question. 

7593. Chairman: If you had dealings only with intelligent people, one 
should have expected that a similar provision existed either by law or by 
established practice in countries like England. I think the point was that 
this provision was required in India because the people in India who 
deposited money did not possess the same amount of intelligence as in 
other countries. My suggestion was that an entry like that instead of 
inspiring confidence would frighten away people and (jcrtainly it would 
make the less intelligent class of depositors susijiicious. In regard to the 
more intelligent classes they would be able to appraise the credit and 
debit sides of the balance-sheet alright; but would not the same argument 
apply to any ether country like England?—If by legislation all banks are 
compelled to show doubtful debts on the one side and provision for bad 
and doubtful debts on the other, the people must see that this is an item 
which must occur in the ordinary course. 

7594. Mr. Lamond: Would you have any legislation to prevent bad 
debts from being wiped off without being shown ?—Bad debts must be 
wiped off. 

7595. If they show bad debts in the balance sheet, what is the object 
of showing it?—The item of bad debt should be shown in the profit and 
loss statement. It must be disclosed to the public as to what extent the 
business was good. 

7596. Chairman: In this statement of yours I do not see any per contra 
entry. I see a note by Sir Hugh Cocke who is the Chairman of your asso¬ 
ciation. He says “doubtful debts which are not covered by provision 
must be shown in a bank balance-sheet’’. Apparently this entry shows 
debts which are not covered by provision. Other debts are apparently 
not intended to be shown separately. Now I am trying to find out the 
intention of your proposal. I thought that you wanted to go back to the 
system which was in force before the year 1927. but I do not find the 
corresponding per contra entry?—Yes, there is. 

7597. It is the bad and doubtful debts reserve. I am asking, about 
the per contra entry.—There is that provision under “funds’’. 

Mr. Lamond: That may bo reserve built up lio meet any bad debts in 
future. 

7598. Chairman: I am trying to find out what the corresponding entry 
was in the Companies’ Act. We discussed the matter before but failed 
to understand the position and w'e therefore asked Sir Hugh Cocke 
whether he would be able to elucidate the matter. He said that it is not 
practicable anywhere in banks to divulge the amount of their doubtful 
debts provided they are fully provided and the reasons are obvious. Then 
be referred to the change made in 1926 and he said he approved of it. In 



810 


faot be said thafc publicity might be harmful. Having said so, he ended 
up by saying “it is of course obvious that doubtful debts which are not 
covered by provision must be shown in bank balance sheet”. As he ia 
your chairman, I put it to you whether this entry refers to those cases 
which are not covered by provision?—^All the debts which are covered must 
be shown on the assets side. 

7599. Before 1927 it was purely a per contra entry and bad and doubt¬ 
ful debts reserve is something quite different from a per contra entry. 
The two things am not identical. For the present, I want to know what 
you really intend by entry 10. Do you intend only those debts which are 
not covered by provision or all bad and doubtful debts?—^All bad and 
doubtful debts. 

7600. Mr. Khaitan ; Let us consider the case of bad and doubtful debts 
separately. Dealing with the bad debts, you are not opposed to wiping 
off the bad debts. Is that not so?—Yes; if they are wiped off the books 
of the bank altogether. 

Chairman: But from the point of view of the public it is the same. 

7601. Mr. Khaitan: As regards bad debts if they are wiped off, the 
debts are not existing in law. Is that not so?—No; so far as the legal 
liability is concerned it continues in spite of the fact that they have been 
wiped off the books of the bank. 

7602. If it has been wiped off, do you still insist on the bad debts being 
shown in the balance sheet?—The balance sheet ia only a sort of mirror 
which is intended to reflect the state of things, i.e., all the transactions 
of the bank. 

7603. What is the difference you make whether the entry is made in 
the accoimt itself or whether it is made in a separate account as wiping 
out that particular debt?—The difference is that in one case when yon 
write off that from the books of account altogether and present the balance- 
sheet, the balance sheet is naturally a true and correct statement of the 
transactions of the bank. 

7604. Mr. Khaitan: So far as the balance sheet is concerned the debt 
is wiped off, but sc far as the legal liability is concerned it remains under 
the law. How is it possible therefore for a good balance sheet to show 
bad debts? I am of course assuming that it is a good banking concern 
making good profits and the provision for bad debts is drawn from the 
profit and loss?—There may be some secret reserve fimds. 

7605. Why do you insist on the thing being shown?—^What will happen i» 
this that on the assets side that account will be taken; hence we write it 
off and' do not show it in the balance sheet. 

In the case of doubtful debts supposing the aggregate of doubtful debts 
is 15 lakhs and they are doubtful to the extent of say only 5 lakhs. The 
bank director know it and the auditor is satisfied with it. According to 
yoim scheme had and doubtful debts will be shown as 15 lakhs, provision 
for bad and doubtful debts made as 5 lakhs. Therefore on the right hand 
side you show bad and doubtful debts 15 lakhs; on the left side you would 
show provision for bad and doubtful debts 5 lakhs?—^No Sir; 10 lakhs will 
go under the heading of good debts and 5 lakhs to the bad and doubtful 
debts. That is the usual practice. 



811 


7606. Do you mean to say that the portion which is realisable will b& 
shown as good debts?—Yes. 

7607. What is then the utility in having two entries?—The share¬ 
holders and the general public can have a good idea of what is really 
happening. Moreover it does not give extraordinary powers in the hands- 
of the bank manager to play with the secret reserve without the 
knowledge of the hank directors. If the bad debts are of large amounts 
and if they are not shown in the balance sheet but wiped oS from the 
reserve assuming that there are millions of rupees in reserve, the bank 
would go on advancing rashly and without the knowledge of the share¬ 
holders or the directors. 

7608. Mr. Manu Subedar: With regard to these doubtful debts, I 
would like to understand from you one point. Every debt has some 
element of risk in it but only when the risk is increased, you call it doubt¬ 
ful. There are many banka and many auditors. Is there any general 
standard?—The general standard accepted by audit is that if a particular 
debt is irrecoverable for a long time and if interest is not realised, then 
after some time we regard that debt as doubtful. 

7609. Therefore your standard is an expression of the period of loan and- 
the payment of interest instalments. If you insist on a separate provi¬ 
sion as a sort of check on the bank manager, would not the manager try 
to show more debts as good than as doubtful?—Quite so; in that case he 
will have to give the necessary information to the auditors who will decide- 
whether a particular debt I's good or doubtful. 

7610. Chairman: Your Council suggests that with a view to protecting- 
the interests of the creditors of the banks and inspiring confidence in the 
minds of the investing public concerning their position all banks having- 
their head office or subsidiary offices registered in India should be prohi¬ 
bited from creating any mortgage or charge on their uncalled' 
capital or any part thereof at any time during their existence. Will you 
kindly tell us if there have been cases of creation of such mortgages or 
charges without the knowledge of the shareholders or creditors of the banka 
concerned?—We do not know of any cases for the creation of such mort¬ 
gage or charges -without the knowledge of the shareholders or creditors of 
the bank. As the practice now goes, the directors can create such a 
charge without bringing the matter to the notice of the shareholders. 

7611. That is the position though you are not aware of any concrete * 
cases?—That is so. 

7612. Would that be known to the auditors?—^^'es, at the time of the 
audit. 

7613. Sir Purshotamdas Thakurdas: Do your Council know of any cir¬ 
cumstances where the call has been mortgaged in advance?—Managers may 
have been doing it privately, but it has not come to the knowledge of the 
members. 

7614. There are about 10 or 15, banking institutions; you have not< 
heard of any cases where the call was mortgaged in advance? May I 
therefore suggest to you that this is a bit of exaggeration that these calls 
are mortgaged in advance. I merely want to ask whether banks fail more 
on account of frauds than on account of anything else.—^Various causes 
at times work simultaneously to bring about failures of banks. 
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7615. Chairman : Your Council is of opinion that banks should be pro¬ 
hibited by law from granting loans to their auditors either jointly with 
other persons or severally, on short or long term, with or without security. 
Will you kindly tell us whether banks now advance loans to auditors?— 
At times they may. On a matter of principle it is not in the least 
desirable. 

7616. It has been stated by one of the witnesses that the certificate 
at present given by auditors is vague and non-committal. Will you 
kindly give us your views as to the adequacy of such certificates?—The 
certificate is neither vague nor non-committal. It is only tersely worded. 
It fully covers the responsibilities of the auditors. 

7617. You are not aware of any cases where a bank has gone into 
liquidation and where the auditors managed to escape owing to the vague 
terms of the certificate?—Wo do not know of any cases. The certificate 
as it is wor-dcd fully covers the responsibilities of the auditors. 

7618. Sir Purshotamdas Thnkurdas: You know that in Bombay there 
is such a thing as the Shareholders’ Association and you know that they 
claim to look after the interests of the shareholders in general. Now in 
their evidence before us they emphasised that the auditors’ certificate was 
very inadequate?—What are the reasons? 

7619. They think that it is too vague and too general?—If you read 
the wording of the certificate, you will say that it is neither vague nor 
non-committal. 

7620. Do you not think it could be made a little more comprehensive 
specially in regard to investments?—In the case of investments generally 
speaking, the practice in England and such advanced countries is that 
schedules are attached showing the valuation of the securities and the 
auditors clearly state that they have actually checked the accounts. 

7621. Sir Purshotamdas Thah urdas: Will you please refer to the 
“auditors report to the members of Barclay’s Bank Limited’’ mentioned by 
the Bombay Shareholders’ Association and let us know if that in your 
opinion is a good certificate?-—It is a good certificate. 

7622. Chairman : In regard to the Alliance Bank it was alleged that, 
owing to some defective action on the part of the auditors, the position of 
the bank was not disclosed as early as it might have been. If I recall the 
case correctly, the auditors had signed the prescribed certificate, .but it 
was held later on that the form of the coj-tificate was defective. Have 
you any recollection of the case?—No. 

7623 & 7624. Sir Purshotamdas Thahurdas: Another witness has used 
these words regarding this auditor’s certificate: “the farcical and nebulous 
nature of the certiificate given by the auditors needs to bo amplified and 
made more definite as to its meaning and implication’’? This was re¬ 
garding the companies’ auditors’ certificates. Of course you call it rather 
an extreme criticism?—Yes. We suggest that in the case of banks which 
have branches in various parts of India the statements that are supplied 
to the head office may bo audited locally. That is being done, I under¬ 
stand, in the case of' some British banks. If your Committee think it 
advisable, it may be made explicit that the statements from branches in 
India should be audited by qualified auditors before they are sent to the 
head office. 



7625. The certificate given in regard to Barclay’s Bank is only an- 
amplification of what you do to-day. Therefore you have no objection to* 
It?—No. 

7626. Chairman: Your Council has recommended that no bank should 
be allowed to hold any real or immovable property except bank pre¬ 
mises for its own use for more than a maximum period of years to be 
prescribed by law. Is it also the recommendation of your council that 
this maximum period in India should be the same as in Canada?—It may 
bo reduced; that depends upon the local circumstances. 

7627. What would be the views of your Association, whether it should 
bp the same or it should be reduced?—As a matter of fact ws know that 
»n ordinary times there is some sort of fluctuation in the course of a 
decade or so in property markets. If it is made 8 years, the bank 
management will have sufficient opportunities to disencumber themselves- 
of those immovable properties which they purchase in the course of 
their business. 

7628. In Canada, the normal period is ,7 years and in special cases 
it may be raised to 12. You want the period in India to be fixed at 8?— 
We suggest between 5 to 10. 

7629. Some precise figure has to be put in. The normal figure should 
be 7, following the figure taken in Canada; then you would also have 
another maximum of 10 years in India?—The first figure may be 5 years 
and then extended if necessary. In all, the total number of years for which 
the bank would be entitled to have fixed property over and above its 
business premises would be 7 to 8 years. 

7630. A maximum of 7 to 8, and the first 5?—Yes. 

7631. Why do you want lower figures in India than are adopted in 
Canada?—In India we want greater facilities by banks to be given to 
Indian commerce and Indian trade. If banks are allowed to lock up- 
their funds in immovable property for a very long time, it is to the detri¬ 
ment of the trade and commerce of the country. 

7632. What about the industry of the country?—That will be manag¬ 
ed by industrial banks 

7633. There is no industrial bank at the present moment? Until an 

industrial bank comes into existence, this grant of long term loans, on 
whatever security may be, falls on the existing joint stock banks and, 
that being so, wou'd not the adoption of lower figures than Canada be 
harmful to the industries?—I do not think so. ! 

7634. Mr. Khaitan: You said that as regards industries they will be 
taken care of by industrial banks. May I take it that in your opinion, 
so far as industrial banks are concerned, you would not like to have a 
similar provision?—That entirely depends upon the kind of industries. 

7635. If it depends upon the kind of industries, then you cannot have 
legislation on the point. Is that not so?—In industrial concerns long 
period loans have to be made. 

7636. Therefore you would not like a similar provision with regard to 
the industrial banks?—No; we are speaking of ordinary banking institu- 

tiouo. 

7637. Chairman: In your written statement you have said "which- 
otherwise would have found their rightful place in financing the trade, 



814 


■commerce and industries of the country”. Therefore the answer you 
^.^ve me before that you contemplate the financing of industries to be 
done by somebody else is not wholly in accordance with the precise 
statement you make in the memorandum?— We refer to the future. 

7638. This is also for the future. I put it to you that at that stage, 
jou were only thinking of mortgages of lands, etc?—Yes. 

7639. Not the mortgage of the block of an industrial concern?—No. 

7640. Therefore, when we come to the mortgage of the block of an 
industrial concern, may not 5 years be too low?—Not necessarily. 

764L But may it not be too low? I know of cases where a commer¬ 
cial bank has given an advance to a particular concern practically 
■continuously for even 10 years?—It may be an exceptional case. 

7642. But has this figure of 5 years which you now give me, which 
is lower than the Canadian figure, been arrived at by you or your Asso¬ 
ciation after taking into careful consideration the requirements of indus¬ 
trial concerns?—Not of industrial concerns. 

Mr. Lamond: I think they are referring to property taken over by 
the bank. 

7643. Mr. Khaitan: There may be occasions in which when the bank 
advances money to industrial concerns, the industries may have to be 
worked by or under the supervision of the bank for some time. Is that 
not so?—^Yes. 

7644. Similarly, are you contemplating the case of a bank whose 
business would be to advance money to landed properties. At the pre¬ 
sent time it is said that one of the defects of the banking system in 
India is that finance is not available on the security of landed properties 
from banks. Some witnesses have advocated that banks should be 
brought into existence for the purpose of giving advances on landed pro¬ 
perties. Would you apply a provision of this kind to such banks also?— 
No; we are talking of ordinary commercial banks; not of the land mort¬ 
gage banks. 

7645. I am not talking of agricultural land mortgage banks but of 
urban mortgage banks?—We have in view the ordinary commercial 
business of taking loans, discounting, etc. 

7646. Would you not accept for what I may call urban mortgage 
banks a provision of this kind?—No. 

7647. In your opinion mixed banking should not be promoted in India. 
In Germany mixed banking is carried on with great success and some 
witnesses have advocated that mixed banking should also be carried on 
in India?—Germany is a very advanced country. 

7648. You have said that this provision should not apply to industrial 
banks or to urban mortgage banks. If some other bank is enterprising 
enough to carry on mixed business, i.e., commercial business, industrial 
business, and also the business of advancing money on the security of 
lands and houses, would you apply this provision to such a bank?—Jt 
is one unit; if it is one limited liability concern or one limited 
liabilty bank, the bank stands as a whole. It is only one department 
dealing with industries and in that case we would suggest that a limit 
be fixed as we have already made clear in the memorandum. 
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7649. Chairman: I should now like to put to you one general ques¬ 
tion. Will you kindly tell the Conunittee from your intimate knowledge 
end experience of audit of accounts of various institutions whether a ba^ 
auditor always gets access to the books he wants, whether he has suffi¬ 
cient materials before him and sufficient time to make a correct valua¬ 
tion of the assets of a bank and whether the audit as at present carried 
on can be improved upon and if so in what directions?—We have not heard 
of cases where a bank auditor has not got access to the books he wants. 
There is no grievance in this regard. We have not come across any in¬ 
stance of an auditor complaining about insufficient materials before him. 
If it occius, he has to represent the matter to the directors and even tp 

the shareholders. As regards the time, the auditor has to find out the 
time for himself because he has undertaken the responsibility to audit the 
accounts. 

7650. This refers more to making a correct valuation of the assets?— 
The auditor’s duty is not to make a valuation of the assets. His duty is 
to verify the assets with regard to the quantum of investments and 
regard to the valuation as based upon the prescribed mode of valuwwjhf 
and so on. 

7651. But in verifying he must see that the valuation entered is the 
correct valuation?—In such cases he has to ask for expert reports or 
expert certificates if he is not satisfied with the certificate of the Manage¬ 
ment as in the case of immovable properties. 

7652. Is he not hampered by want of timei?—Even if he is hampered 
by want of time, he has to find the time; he has to do the work. 

7653. If he is a conscientious auditor, he would not certify the balance 
sheet until he has had time to go into these things?—^Yes. 

7654. Can the audit as at present carried on be improved upon and if 
so in what directions?—The audit of banks can be improved upon if it is 
made compulsory to get the branch accounts also audited simultaneously. 

7655. It is done only in some cases?—That is at the option of the 
Management. A list of investments may be appended and a certificate 
given that the auditors have actually verified the investments at the 
^ose of the business. 

7656. Mr. Lamond: Is it not usually done now,?—It is not separately 
certified. I would draw your attention to one other point, i.e., to Sec¬ 
tion 282, of the Indian Companies’ Act. That point arose in connection 
with the liquidation of the Alliance Bank of Simla. Section 282 pre¬ 
scribes penalty for officers of companies for making any false statement. 
The opinion of the counsel was taken who pointed out that there was some 
flaw in Section 282 inasmuch as it was only in the case of making 
false statements that a penalty was prescribed. There is no penalty 
attached for omitting to make a statement. The opinion of the counsel 
was that, according to the wording of the section, nothing could be done. 
If an auditor omits to make a material statement of fact you cannot 
touch him. You can only touch him if he makes a positively false 
statement. 

7657. Therefore you want that provision to be amended so that the 
auditor can be brought to book even if he omits to make a statement of 
material fact?—Yes. 
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7658. Mr. Manu Sub(^dar: You are aware that, at present the auditor 
takes on more, than one audit; in fact he takes on a large multiplicity of 
audits and in some cases the closing audits of the year fall at one and. 
the same time. He does not therefore do the bulk of the work himself 
but gets it done by his clerks!’—lly persons equally qualified as himself. 

7659. The professional services which in the case of a bank would be 
expected from him would be in his individual capacity. The audit goes 
to him in his own name. (jenerally all the details are done by his 
assistants?—By his assistants who are qualified. 

7660. A suggestion was made to me that the men who have to do 
this work are sometimes paid Its. 60 or Es. 70. If I were a shareholder of 
a bank and if I felt that some material portion of the audit was done by 
a little man like that whom the management can get round, what would 
I feel?—The principal man in the staff has to report to the partner in 
charge of the audit. 

7661. And you think it is satisfactory?-—Yes. 

7662. l’’ou would not suggest that anv restriction should be put on 
the number of audits a man takes?—An auditor can manage any number 
of audits if he has a good, large and efficient staff. 

7663. But you know that in the case of a doctor or lawyer, I would 
not feel the same satisfaction unless the same doctor or the same lawyer 
dealt with me? If he left me in the hands of his assistants, I cannot 
feel safe?—It is a different case in the case of a doctor. 

7664. The same thing applies to the case of an architect?—An archi¬ 
tect has his staff, his clerks; he has his surveyors, draftsmen, etc. 

766.5. You are satisfied with the present system with regard to audi¬ 
tors?—I'es. 

7666. Is the scale of fees adequate or too little or too big?—In some 
cases it is adequate and in some cases it is too low. 

7667. It is not too big in any case?—No; it depends upon the question 
of supply and demand. It is a matter of mutual arrangement. 

7668. Would you have the same scale if additional duties were put on 
the auditors?—We do not know^ what the scale is at present. 

7669. Is the scale uniform at present in the case of hank audits?— 
It entirely depends upon the kind of work and the volume of work that 
is done. 

7670. Sir Purshotamdas Thakurdas: T suggest to you that wdth the 
increasing powers which an auditor requires it is up to an Association 
like yours to fix your scale of fees so that it cannot be said that the 
Board overpaid the auditors and bought them over in a particular case? 
—It is a very good suggestion. 

7671. Suppose an auditor asks for Rs. 1 500, the Board thinks it is 
too much and after a little talk over he fixes it at Es. 1 000. Some 
people may think a thousand too much, the auditors may think it is too 
I’ttle. Do you not think it is tip to vou to fix a scale of fees which 
could be accepted by everybody?—In fixing the scale we have to take- 
into account a variety of factors. 
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7672. You can take into account everything but I suggest to you that 
unless you fix your fees, there will always be this charge that the direc¬ 
tors either paid you too little or overpaid you?—We appreciate your sug¬ 
gestion. 

7673. If a bank has 50 branches, it will not do for the auditor to charge 
for each branch Es. 500. Therefore if you have a fixed scale of fees, 
people will welcome auditors and say they are not prohibitive. At th& 
moment, I do not know whether you can say that. Some auditors have 
been rather on the high side, some put down too low. This is highly un¬ 
satisfactory and hence all these criticisms regarding auditors being bought 
over by directors. Have you any views on this point?—So far as my firm 
is concerned; ws think we are adequately paid. 

7674. We are not talking of any individual. Your firm occupies such 
a respectable position in Bombay that one could not get you unless he 
adequately paid you. We are thinking of the juniors who are coming, up 
and who are the hope of the future. What about them? May I ask 
whether it will be possible for you to fix a fee on the turnover of a con*- 
cern?—It is not possible. It can only be done on the volume of work 
and the time occupied. 

7675. It would be difficult to decide the volume of work?—It can be 
decided according to the time. 

7676. Can you tell me whether there is any scale of fees fixed in any 
country?—In England there is no fixed scale but chartered accountants 
charge certain fees which are practically on the same level. 

7677. Chartered accountants are the most expensive auditors in India. 
Let us have something cheaper?—As a matter of fact, the Institution of 
Auditors is patent to the British Empire and to the English-speaking 
world. The auditor’s profession is not so advanced outside the British 
Empire. 

7678. In America, Germany and Japan?—America is an English- 
speaking country. It is not so advanced in Japan or other European 
countries. 

7679. Will you kindly let us have your Council’s views on that point?— 
We shall consult our Council in regard to that and I shall write to you 
whether they will be able to help the Committee any further on this, 
matter. 
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Dr. Nemenyl, of Budapest, Hungary was then examined. 

7680. Chairman: Will you very kindly tell us your experience in the 
field of banking ?—am from Budapest, Hungary. I have studied law, 
economics, and politics. I am a doctor of political science. I have been 
connected with Central European banking and finance for more than 
ten years and have undertaken various journeys in order to study tha 
h ankin g systems of Germany, Switzerland, Austria and Czecho-Slovakia, 
etc. I have been an Assistant Director and Manager of the Foreign 
Exchange Department of the Himgarian Commercial Credit Bank and 
a partner of the banking firm Nemenyi & Co., in Budapest. During the 
time of the stabilisation of the Hungarian Currency my services were lent 
by the above mentioned bank to the Government of Hungary to render 
assistance to the organisation of the Central Board of Foreign Exchanges 
and I was coimected with the drafting of the ordinances relating to the 
above Board. The Himgarian National (Keserve) Bank was established in 
1924 for taking over the management of currency, credit and note issue 
from the Government and in this connection I have gathered a good deal 
of experience relating to the organisation, establishment and working of 
new Eeserve Banks. I came out to India in 1927 in order to study Indian 
economic conditions in their relation to Hungarian exports and joined 
Messrs. Siemens (India) Ltd. in June 1927. I have been a student of 
banking and ciurency questions since 1912 and have studied Indian 
economic conditions extensively and intensively since 1927. 

7681. Chairman: You have been kind enough to send us a full and 
clear memorandum on the subject of banking and you have since supple* 
mented it by giving us certain points on which you desire to make a 
detailed oral statement. The Committee will listen vrith great pleasure 
to anything which you may have to say. Now, will you please make your 
statement? 

The Statement. 

Since January last, after completing my statement of evidence which 
I have submitted to your Committee, I have tried to go into a detailed 



•study of the Indian banhing problem by reading ■various' Government 
Seports, Eeports of Provincial Banking Enquiry Committees, books relating 
-to details of Indian banking, further more by travelling in some of the 
•provinces and by making personal enquiries relating to eve^ line of the 
-economic life. These studies have induced me to withdraw some of my 
suggestions described in my statement of evidence as' those had been 
influenced chiefly by my previous European experience. Now, I venture 
iio put forward my modified ideas resulting from my observations of Indian 
conditions. The following short summary will indicate the leading 
principles which are based, however, on the establishment of a proper 
Keserve Bank and let us call it of a Central Banking Board or some such 
institution. I firmly believe that the real development of Indian banking 
cannot take place before all the questions have - been properly solved. 
Therefore, I beg to submit first my ideas relating to the working of a 
Beserve Bank in India. 

The Eoyal Commission on Indian Currency and Finance of 1926 and 
the Legislative Assembly, when discussing the two Bills on “The Gold 
Standard and the Eeserve Bank” in August 1927 were unfortunately so 
much interested to discuss details concerning the question whether the bank 
should be a bank of shareholders or a State Bank and who should be the 
directors, that they did not deal with the chief question of what would 
be the result of its working or what influence such a bank would bring to 
bear upon the general situation in the country. Although the Bill was dis¬ 
cussed again and again in September 1927 and February 1928 the Assembly 
dealt only with the establishment of the bank and the proposed provisions of 
the charter, i.e., only with the formal questions relating to the future Ee¬ 
serve Bank and they have not tried to explain the consequences of the, 
working of a Eeserve Bank in India and its influence on the economic con¬ 
ditions of the country. In paragraph 102, the Hilton Young Commission 
Eeport has only outlined the working of the future Eeserve Bank without 
entering into details. “Experience in other countries shows that with 
the creation of a Central Bank and the consequential development of a 
sound banking system the bill market comes into being in a 
surprisingly short time.” In South Africa it did not come 

in so soon and I have had the opportunity of hearing high officials of the 
Finance Department of the Government of India who have expressed their 
doubt whether such a bill market could be created in India. If I am 
permitted to go into details, I believe there are possibilities which will 
create a sound bill market. The following point is really my reply to 
your Committee’s question 9 of Section V. The question reads; 
“Do you support the suggestion that banks in India do not find a sufficiently 
large number of bills against which they could make advances and that 
this particular instrument of credit of which the banking systems in other 
countries make large use is not available in sufficient quantities in India? 
If so, what are the causes of this and what remedies do you suggest?’’ 
This will be one of Ihe chief points that I will discuss just now, as to 
how a proper management of the future Eeserve Bank can induce the 
Indian market to have a sufficiency of bills, but I must refer in this con¬ 
nection to the speech delivered by Mr. Jamnadas Mehta in the Assembly 
relating to the question of the Eeserve Bank. I will quote a portion (rf 
his speech. On tim 80th 'August 1927 when the original Gold Standard 
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and Beserve Bank Bill was ieing discussed in the Assembly, Mr. Mehta- 
said : “There are two opinions about a Eeserve Bank. Some think a 
Beserve Bank should be the foundation stone under the shelter of which' 
banking will develop in a country, and under which production will be 
stimulated, trade will be encouraged and the social life of the people as Sk 
result of a stabilised currency will proceed on a more normal course. 
Others on the contrary hold that until a network of banking institutions 
has been developed in a country there ig no necessity whatever for such 
a luxury like the Beserve Bank”. 

I do not know what Mr. Jamnadas meant when he said this. How a 
Beserve Bank can be called a luxury bank passes my comprehension. 

As regards the first effort at creating a Beserve Bank, I must say that 
that has caused a rather vicious circle. As I have just stated, I firmly 
believe that the development of banking in India cannot take place before 
a properly established Beserve Bank will be working and before there will 
be a banking board and the Imperial Bank question is properly solved. 

Mr. Jamnadas quotes an opinion; the idea is that banking institutions 
must be developed first, now that is a vicious circle. He says; “The curious- 
part of all this is that while this country is being given this alleged boon, * 
almost all the British Dominions and Colonies refuse to have a Beserve 
Bank, and even in England there is nothing like the Beserve Bank that 
is proposed here. There is no Beserve Bank in Canada, there is no Beserve 
Bank as such in Australia. I do not know that there is a Beserve Bank 
in New Zealand, and a Currency Commission recently appointed in Ireland 
came to the conclusion that it was not necessary to have a Beserve Bank 
in the present stage of the development of that country. The only un¬ 
fortunate country that has so far got a Eeserve Bank is South Africa, 
and ours is the second country within the British Commonwealth, as it 

is called, which is being subjected to this experiment.” . “But it 

is said that outside the British Empire there are Beserve Banks in European 
countries and in the United States and that more Besserve Banks are 
being started.” Well, Sir, all that I can say is that there are Beserve 
Banks and that those Beserve Banks are working well. In my opinion 
if there were a similar Beserve Bank in India, India would be much happier 
than it is to-day without a Beserve Bank. 

Further Mr. Jamnadas Mehta says, “I ask the House not to expect 
too much, not to build any hopes of an extravagant character on a Eeserve 
Bank even if we start one. After all it is an instrument for doing some¬ 
thing. It is not the thing itself.” 

I think I will have to link up my ideas to this sentence, because this 
covers exactly my ideas. A Beserve Bank is like a motor car or like a 
polo pony. If you have got a Bolls Boyce car but a bad chauffeur to 
drive it; or if a friend of yours bought a polo pony for say Es. 10,000 but 
had a bad jockey to ride it, neither the car nor the pony could give a 
good account of itself. 

The Eeserve Bank will not depend upon the charter. As Mr. Kisch, 
Financial Secretary to the India Office, has said in his recent book called 
“Central Banking”, the work of the Beserve Bank is not very much 
connected with the charter; it is influenced only by the personality of the 
management. 
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1 shall now describe such a system of management of the future Heserve 
Bank which will induce the Indian mercantile world to furnish the muket 
with suitable bills. First of all I have to refer t© the technical portion. 
As Mr. Mehta has also explained, there is a different kind of a Beserve 
Bank in England. I feel sure, Sir, that the members of this Committee 
know the working and the system of the Bank of England, so I will not 
say a word about that. I must say, however, that the Barik of Englunil 
system is entirely different from the system of Continental banking whioh 
is based on the so-called proportional system. The English system is based 
on what is called the fiduciary system; it is described as a more stiff 
system and is not so dangerous in England where the banking habit is more 
developed than elsewhere. This is a commonplace which I need not repeat 
before this Committee. Practically everybody agrees that the Continental 
or the proportionate system is one best suited to the conditions in India. 
If I remember correctly Sir Purshotamdas Thakurdaa in his Note of Dissent 
to the Hilton-Young Commission Beport also had no objection to this 
system. However, it is agreed that the proportional system is the correct 
system for India because in India the banking habit or the cheque habit 
is not so well developed; therefore the stiff system of the Bank of England 
cannot be applied so well to Indian conditions as in England. Therefore 
it has generally been admitted—and I am of the same opinion myself— 
■that the proportionate system is the correct system for India. 

This is what they have said in the first Eeserve Bank Bill before the 
Xegialature; “The Beserve shall consist of gold coin, gold bullion, gold 
securities, rupee coin and rupee securities to such aggregate amount as 
is not less than the total of the liabilities of the Issue Department as 
hereinafter defined. Of the total amount of the Beserve, not less than 2/6 
shall consist of gold coin, gold bullion or gold securities. 

I beg to point out that this is fairly important in connection with the 
creation of the bill market. 

Again the Bill says, that the remaining S/Sths “shall be held in rupee 
coin, Government of India rupee securities of any maturity and such bills 
of exchange and promissory notes drawn and payable in British India as 
are ehgible for purchase by the Bank under sub-clause (n) or sub-clause 
(b) of clause (2) of section 17 or under section 18”. 

From this it appears that Sir Basil Blackett's Bill is based absolutely 
on the system which is adopted more or less in every country on the 
Continent; this system has been working for 60 or 70 years. Of course 
the proportion of bills which might be discounted is not fixed. That 
means to say that out of 100 per cent., 40 per cent, must be gold; usually 
in Europe it is 25 per cent.; but the Indian proposition of 40 per cent, is 
higher. But I think it will be a safe percentage for India. 

I hope the Committee would not mind if I go into details. It has been 
very much doubted if a bill market can be created in India and in giving 
opinion on a complicated question such as this, I have to go into the 
proper, legal, technical foundation, showing what bills are meant. 

“The purchase, sale and re-discount of bills of exchange and pro¬ 
missory notes, drawn and payable in India and arising out of 
bona fide commercial or trade transactions, bearing two or 
more good signatures, one of which shall be that of a scheduled 
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bank, and maturing within 90 days from the date of such 
purchase or re-discount, exclusive of days of grace.” 

These are eminently important points in connection with bona fide com¬ 
mercial transactions. Eminently important is also the question of two 
signatures, to which I do not agree. India is not yet advanced to admit 
the Reserve Bank accept bills bearing only two signatures; three should 
be required. I will not tire the Committee by reading para. 3 which refers 
only to such bills as are drawn or issued for the purpose of Bnancing 
seasonal agricultural operations or the marketing of crops, etc. That means 
commercial bills will be 90 days’ bills and agricultural bills six months’ 
bills. This has also been adopted in Hungary, which is also an eminently 
agricultural country. For agriculture it is quite useless to give three 
months’ credit. It would not help the ryot at all. Then they speak in 
paragi'aph 18 of the power of direct discount: — 

‘‘When in the opinion of the Board, it is necessary or expedient 
that action should be taken under this section in the interest 
of Indian trade or commerce, or for the purpose of enabling 
the bank to perform its functions under this Act, the bank 
may, notwithstanding any limitation contained in sub- 
elauses (a) and (b) of clause (2) of section 17, purchase, sell 
or discount any bills of exchange or promissory notes drawn 
and payable in India and arising out of bona fide commercial 
or trade transactions, bearing two or more good signatures 
and maturing within ninety days from the date of such 
purchase or discount, exclusive of days of grace.” 

If I remember correctly, this is what you call the open market operations. 
I do not think it would work in practice. I believe I have to explain about 
bills. Later on I will have to criticise two points, in connection with the 
bona fide transaction and the two signatures. Now w'e come to the 
practical question relating to the problem whether in India it would be 
possible for banks to find such bills. After studying all these problems, 
after discussing this question with various bank managers, both Indian and 
British, after discussing it with the Controller of Currency and other high 
officials of the Finance Department of the Government of India, I decided' 
to go and make my own enquiries. After all, if I am honoured by yoin: 
Committee to express my views on this subject, I believe it is also my duty 
not to repeat such words as I have read in books, but speak about nay 
personal informations. I have asked a lot of merchants all over the pro¬ 
vinces, all kinds of dealers, importers, etc. To make the matter simple, 
I shall repeat a talk which I had with a most eminent electrical dealer 
in Calcutta. The firm’s name is Messrs. Deva Dutta Saroghi and the 
partner with whom I had the talk is Mr, Bala Bux. I asked him whether 
he believed that if a Reserve bank were created in India, he would be in 
a position to discount his bills with banks to a larger extent than heretofore, 
and whether as a dealer selling goods constantly up-country to various 
good, old and established dealers, he would be in a position to supply the 
bank with such bills on the surety of which a new source of credit would 
be opened. He replied that there would be no such bills. He is a Marwari 
dealer, absolutely self-educated and he came to Calcutta from Rajputana 
some years ago and did not even know how to write or read. I explained 
to him all the details in a popular way, about the working of the Reserve 
Bank in connection with discounting and re-discounting bills. In this con¬ 
nection I shall refer to a part of my memorandum which perhaps was not 
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dear. Some of the exporters (1 refer to our firm Messrs. Siemens, India, 
Limited) have all kinds of goods for sale in stock. If a big electrical firm 
have, in stock say, 6 or 7 lakhs worth of goods and sell Es. 20,000 or 
Es. 80,000 worth to an Indian firm like Deva Dutta Saroghi without, let 
us say, any further documents, then we receive the signed chalan from the 
merchant and we issue an invoice. When they sell it on a credit basis, let 
us say, for 60 or 90 days, they issue an invoice only. The 60 or 90 days 
credit is only based on the signed chalan and nothing else and the signed 
chalan is only a bit of paper ordinarily signed by coolies. If now a collect¬ 
ing sirkar of a firm comes and asks for the money on the due date^ he iti 
usually kicked out. Take for instance a lady godng shopping. If she is told 
that she would be given Es. 300 credit, but would have to sign first a draft 
and that this draft would be presented to her by the Imperial Bank of India, 
then she would be a bit afraid when the Imperial Bank would come after 
60 days and ask for payment. Therefore I have clearly to explain that, 
we give credit to dealers, but they have to accept a draft for 60 or 90 days 
through the Imperial Bank. This has nothing to do with discounting but 
such bills have already come into existence on this basis. The dealers did 
not like to sign these drafts in the beginning but we had to force them to do 
so and to tell them that we would give them credit even for Es. 60,000. I 
told Mr. Bala Bux that it would be good for him to do so. I asked him, 
“If you go to the up-country dealer, do you think he will accept a draft.” 
He said “I will try.” After two months Mr. Bala Bux came to me with » 
big bunch of drafts ready to be re-discounted, being bona fide first class com¬ 
mercial bills having two signatures, say one in Calcutta and the other in 
Cawnpore, which would be considered good by any bank. I hope I have been 
able to explain the difficulty whether bills will be forthcoming or not. You 
may have a magnificent charter and a most beautiful building with beautiful 
architecture and a Managing Governor who might be the greatest authority 
carrying a salary of even Es. 15,000. He might even be the Eight Hon'ble 
Montagu Norman. What I say is, it does not depend on the Managing 
Governor. For the success of these banking institutions much depends 
on the rank and file. Working of such institutions does not depend on the 
superior hurra eahihs, but it really depends on, if I may call it, the non¬ 
commissioned soldiers. I should be able to furnish plainly written books 
to enable even the ordinary merchant to understand the benefits of draw¬ 
ing bills. I am sure then these bills will be forthcoming in large number, 
but this is really a question of educating the public and so on. It is really 
a leading question how bills can be created in India. It is, I believe, an 
entirely new point not described in books. This is a point which relates to 
the question of economic policy. It is really a question which depends on 
personality or personal influence, but it really is a question of motor drivers 
and the cleaners and not the question of the hurra eahihs who ride them! 
Another most important part is the question of the bank rate that I was 
told up-country by practically all the British bank managers that, “we are 
getting cheaper money in London, why should we go to the bank to discount 
bills when we get it cheaper from the discoimt market?” Similarly other 
Dutch and Japanese banks say, “we do not much bother about an Indian 
Eeserve Bank. ” If the management of the Eeserve Bank will be in proper 
hands, even the proud American banker will give bills to be discounted to 
the Indian Eeserve Bank for the following reasons:—^Take the present bank 
rate of the Imperial Bank which we might call the rate at which the bank 
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^vaooeB on gilt-edged securities. What I want to convey is that this 
eystem of having varied advance rates is not very good as the system does 
not help the economic life of the country in any way. Therefore, my view 
is that the introduction of discounting of bills will be much better, 
although it might even take perhaps another 10 years before 
we can have a proper discount market in India even if we 
work on the basis of proper education and personal work. Then the 
Reserve Bank, aa all the world over, will be able to discount bills at a 
lower rate than the rate for advances on Government securities. I find 
from the Controller of Currency’s report for 1928-29 that in February the 
bank rate was 7 per cent, which was virtually the advance rate while the 
Imperial Bank himdi rate was per cent. Now, what I say is if this 
were to happen in the ease of the Reserve Bank, no bills would be coming 
in. My whole point is therefore this: that there must be a difference 
between the discount rate and the advance rate and that the latter should 
always be slightly higher than the former. Only if there is a fairly good 
■difference in favour of the former, do I think that the present position will 
gradually change and the people will get round to the habit of drawing bills 
and thus with the re-discounting facilities funds could be easily drawn. 
If a bank manager can say, “I can get my money at 2 per cent, but I 
will charge 7 per cent, to my clients, efforts will be made to persuade aU 
merchants and dealers to furnish the banks with bills and then when the 
bills come in, the discount rate will be raised gradually to a level according 
to the busy or slack season or in accordance with the general money rates 
all over the world. The Reserve Bank has to co-operate in a way always, 
with the general policy of the leading Reserve Banks. 

I believe this portion is fairly clear. 

Ghairman: If we have any questions to ask, we will reserve them till 
tomorrow. 

Witness: I have to touch a most important question in connection with 
these bills. This relates to Mr. Nichols’ evidence before the Hilton-Young 
Commission. Mr. Nichols was the late manager of the National Bank 
of India and he had a good deal of practical experience in connection with 
Indian banking. This is what he said: 

Q. “Sir Henry Strakosch: But if it had the right of note issue, and 
if one of the conditions of note issue was that apart from a 
certain percentage of gold it could put into its issue depart¬ 
ment local bills, would not that strengthen it? 

A. What sort of bills? It is very difficult in India to discriminate 
between bills which actually represent transactions in produce 
or commodities, and bills which are simply accommodation 
bills.” 

Q. ‘‘But so it is in every other country? 

A. Not to the same extent in India—much more difficult in India.” 

Now this is of utmost importance. If you have local boards every¬ 
where in all the important centres like (lawnpore, Bombay, etc., there 
will always be huge discussion as to whether a particular bill is bona fide 
(Such boards in Hungary consist mostly of elderly merchants of long 
standing.) 

As regards Mr. Nichols’ second answer to Sir Henry Strackosh above, 
this exactly represents my own opinion based on my 10 years’ experience 
in Hungary. You know very well that merchants all over the world, in 
England, in America, on the Continent, in fact everywhere and always 
try to manufacture bogus bills; and India cannot be an exception to the 
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general practice. It is awfully difficult to detect this; it will be difficult 
in India too. Let us assume that it will be just as difficult in India to 
find out whether a particular bill is really a bona fide bill as elsewhere. 

Then we come to the question of two signatures, as stated in Sir Ba^ 
Blackett’s memorandum submitted to this Committee. He calls it tike 
introduction of acceptance credit into the Indian money market. I-am 
sorry I have to contradict Sir Basil Blackett who is such a great authority; 
I am only a young man, but I hope I may be excused for expressing an. 
opinion on his memorandum. 

May I say that Sir Basil Blackett’s experience is based on the very 
efficient and highly developed London money market which is the most 
advanced money market in the world. He has got his experience in 
London whereas I who venture to criticise his statement come from 
Eastern Europe. Allow me to put this as my excuse, 
namely, that I am coming from a much simpler country 
where the conditions are as simple as those in any Asiatic country. Let 
me tell you that the rural conditions in Hungary are almost identical with 
those in India. In Germany again the credit system is a much more 
advanced system, while in all the Eastern European countries conditions are 
very much similar to those in India in many ways. 

I have ventured to state in. my memorandum that I am opposed to the 
question of acceptance credit in connection with the present banking pro¬ 
blem in India, because first of all we should go step by step and also 
because it will be a very hard work, a work which will take about 10 years 
to establish a proper discount market in India. If we take the historical 
point of view all over the world, we find that first of all the discounting 
and rediscounting of commercial bills has been developed, because to the 
human mind it is so natural. As a merchant I sell my cotton goods to 
another merchant or a Bombay millowner sells his products to up-country 
dealers. I mean it is so simple and so natural that this millowner will 
ask, say, a merchant in Muzzafurpur to accept a draft and if the 
millowner wants to ask his bank to discount it, the bank will want the 
merchant’s signature; then there will be the signature of the Bombay 
mill. Then, say, the Central Bank of India will later on rediscount the 
hill with the Eeserve Bank; thus it would be rediscounted with three 
■signatures. Sir Basil Blackett says that the bill could bear only 
two signatures. I am afraid that I have to propose that in the next 
Beserve Bank Bill, three signatures should be required; for the first ten 
years at least. I do not think that Indian economic conditions are so 
strong that we could try such a dangerous credit as acceptance credit is. 
It is at present the most developed and highest form of financing industry, 
trade and so on. Even the British credit system was misused in Europe 
after the war. 

This, I believe, makes my statement clear. Acceptance credit should 
not have been mentioned in connection with the Eeserve Bank. I had 
such difficulties even to explain about discounting to the dealers who 
are simple men. At the same time, the introduction of discounting bills 
and acceptance credit would lead to a disastrous muddle. Sir Basil 
Blackett was here only for a few years and he was not in touch with the 
simple and plain men, I mean the dealers, and his ideas are based on the 
London money market. T think my explanation is based on reasonable 
facts. I believe that in the beginning three signatures would be required. 



826 


We may now turn to another part of the question which relates to re¬ 
discounting. The banks have all these bills in their portfolio. The import¬ 
ant question to be considered in this connection is whether banks will not 
be shy at the beginning to go to the Reserve bank in order to discount the 
bills. In this connection, I might quote the evidence given by Mr. Bowie, 
General Manager and Director of the Allahabad Bank, Limited, before the 
Hilton-Young Commission. Sir Alexander Murray whom we know as a 
practical man and whose questions therefore relate to such a practical point, 
asked: 

“I do not quite understand the reason.s you give for your reluctance 
in approaching the Imperial Bank in the event of your rer 
quiring assistance. Fortunately you never required to 
approach the Imperial Bank for assistance, I take it?” 

Mr. Bowie’s reply was: 

‘‘I would not say ‘fortunately’. It was part of our policy not to do 
so.” 

Sir Alexander Murray then asked: 

"As far as I know, it is the practice for banks generally in India to 
come to the Imperial Bank, and the advances given by the 
Imperial Bank to banks generally at times have reached about 
10 crores of rupees. Why do you act differently from the 
other big banks in India in that respect?” 

Mr. Bowie’s reply was: 

"Simply for the reason that in 1913 we got a lesson when a rumour 
to our discredit was about that we had asked for assistance 
from the Imperial Bank.” 

I think this is quite clear. If the manager of a bank which is affiliated 
to the P. & 0. bank and as such is in the large Inchcape group, feels so 
frighteneed to approach a bank for simple re-discounting facilities, I must 
emphasize that Indian joint stock banks which are in their infancy and 
which have to struggle so hard for their life, would be much more shy to 
approach a bank in the beginning. Therefore, I beg to point out that this 
has a most important connection with the subject we are discussing. 

7682. Chairman: I would like to ask you one question at this stage. 
You talk of three signatures. The three signatures would only be required 
at the re-discounting stage?—^Naturally. 

7683. You gave an instance : Muzaffarpur buys from the milJowner. That 
is the first signature, the second signature is when the bill goes from there 
to the Central Bank of India (and not the Reserve Bank). At that stage 
only two signatures are required and therefore only at the stage of re-dis¬ 
counting would three signatures be required?—Actually, re-discounting can¬ 
not take place without three signatures, but acceptance credit in the case 
of the open market operations comes in with 2 signatures. As I have ex¬ 
plained, it is absolutely not necessary to disturb the Indian market in the 
beginning of this acceptance business. I would not have mentioned 
it for India. Let us go gradually in a conservative and reasonable way, 
and develop Indian banking. The coming in of the acceptance credit would 
be very dangerous. I am very sorry I have again to criticise the Hilton 
Young Report. When I travelled in the provinces I interviewed several 
bank managers and I came to the conclusion which is also very strongly in 
favour of Mr. Bowie’s point as tendered in his evidence before the Hilton* 
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Young Commission. If they try to re-discount bills, then everybody wilf 
say that the Bank is falling. We know of the unfortunate rims whiotr 
the Central Bank of India had to experience. Such being the case how 
can Mr. Pochkhanawala go to the Eeserve Bank again and allow the 
belief to be spread that the bank is going into ba^ruptcy, which has how¬ 
ever not been the case. I must say that there is a misunderstanding pre¬ 
vailing regarding this re-discounting. I felt all through my enquiries that 
rediscounting is understood in India in such a way that banks instead of 
keeping their liquid assets in gilt-edged securities, would keep the re¬ 
discounted bills. If the bank is in a weak position, then it can approach 
the Eeserve Bank and ask for assistance, as the Hilton Young Com¬ 
mission puts it, “in times of stress.” For many years I had the oppor- 
rnnity to see the working of continental reserve banks and I 
had the opportunity to discuss these questions with several bank 
managers in Europe. Therefore, I am not afraid to criticise this para¬ 
graph 83 of the Hilton Young Committee’s Eeport. After giving all pos¬ 
sible explanations about the future Eeserve Bank for India they say in 
paragraph 83: “Not until then does the commercial banks’ most legiti¬ 
mate asset, viz., a short term advance against goods in the form of a com¬ 
mercial bill, become a quick asset capable of prompt realisation in times 
of stress. The system, in fact enables the commercial banks to regard 
their holdings of commercial bills as their secondary reserves.” My sub¬ 
mission is that this statement is entirely wrong and I shall be very glad: 
to put my opinion before the foreign experts that might come in shortly 
to join your Committee. I am opposing this point. This statement is- 
absolutely wrong because the re-discounting of bills is going on in the ordi¬ 
nary course of daily business. When I was asked by one of the leading 
Indian politicians in January last about the system of industrial banking itt- 
Europe, I told him, if you come with me to Euro'pe I shall not be able to 
show you any industrial bank at all. If you go to Berlin, people wll say 
they have no industrial banks of that type but they are of a mixed type. 
If I go to a club with you, you will find two or three old gentlemen sitting 
in a comer and discussing the question of industrial finance and how 
to raise new capital and so on”. Well in the same way the future Man¬ 
aging Governor will have to explain the way of discounting bills privately 
to the bank managers, whether Indian or European. Mr. Bowie 
was also frightened to go to the Imperial Bank for advance. One cannot 
write letters on that point. This is after all a matter which has to be 
dealt with privately in after dinner parties. This is after all a question 
of education and personal influence. Whether this new Eeserve Bank will’ 
be working properly or not will be in a very little way connected with the 
charter. Whether a State bank or not it will depend on a powerful person¬ 
ality alone. State bank’s director can be anybody. If you will have the 
best charter and not the right sort of man to guide the bank, then it will 
prove to be the same failure as it happened in South Africa. This South 
African question has often been quoted by Mr. Jamnadas Mehta in hie 
Assembly speech and he has often said that we would not care to be like 
South ijrica in this matter. Therefore, I beg to be allowed to quote a 
few lines from the famous book edited by Parker Willis and Beckhart on 
“Foreign Banking Systems”, which is almost always considered to be an 
authority in these matters. Speaking about the credit system he says 
“It must be emphasized that for historical reasons a large proportion of 
the internal trade of South Africa is unfortunately an open account, though 
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the praotioe is universally condemned. Many large firms, especiallv in 
Natal, will neither give nor accept bills, and one large Cape Town mer¬ 
chant stated in 1920 that in his own business the proportion of bills to 
outstandings was only 5'8 per cent. The evils of the system of open trade 
credit are apparent and since its inception the South African Eeserve Bank 
has endeavoured to get business more on a bill basis, but with limited 
■success. It was because of this system, and the consequent lack of suit¬ 
able high grade commercial paper for rediscounting, that in 1923 the 
Eeserve Bank, by the Currency Amendment Act, was given power to 
utilize short-data Treasury Bills, both of the Union and of the Imperial 
■Government”. The fact was that the Eeserve Bank in South Africa did 
not succeed to discount bills or to i&.sue notes on that basis. 

If a man who understands the management of a Eeserve Bank would 
have gone to South Africa, he would find that there can be bills created 
just as elsewhere. It is a question of management; it is not a question 
of the charter. The Eeserve Bank has to be so managed that a failure will 
not happen in India. 

7684. Chairman: I do not wish to interrupt you, but I would like you 
to consider whether we should not read what is stated in paragraph 83 of 
the Currency Commission’s Eeport in conjunction ■with what they have 
stated in paragraph 116. Perhaps you can give us your views abou^t it 
tomorrow.—I must say that this is not a perfect defence of the Hilton 
Young Commission’s Eeport, because if you take paragraph 83, you find 
that the last sentence is so strong while the other is so mixed up with 
various other points. 

Q. Of course it is only a question of interpreting the word “stress”. 
They might have referred to the fiuctuating demands for currency in the 
different seasons. They might not have referred to the precise stage when 
a bank is actually failing. 

A. This portion of the Hilton Young Commssion’s report has induced 
many bank managers to believe that it is meant only as an emergency ease. 
It is the prevailing opinion in the Indian banking world that this kind of re- 
•Eiscounting is a kind of emergency case. I have found this all over the 
country I am sure I can prove this in camera; I could give you names and 
names.' 

768.5. Chairman : Are you now going on to your second Section? Have 
you finished your section on the Eeserve Bank?—I will finish it shortly. I 
was going to refer to the automatic expansion and contraction of currency. 
We have this artificial system of automatic expansion in Hungary and 
in contact with this system the discounting system on the proportional 
basis which really provides an automat'c expansion because in the busy 
season lots of bills come in and naturally the currency will expand. I believe 
this has nothing to do with the problem of the exchange rate at 1/4 or at 
1/6, because I do not think that it is inflation; this is only a reasonable 
issue of bank notes based on real business, goods, transactions, etc. I 
am sure that the future development of Indian economic life will depend 
largely on the good effects which the discounting of bills will have on trade, 
and on the expansion of every aspect of the economic life. 

I do not think I should discuss the theoretical question whether 
-wealth can be created through credit. Those who are interested 
in this theoretical and economic question could privately discuss it' 
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>rith me from any point of view. Now there is the question whether wealth 
can be created by credit. My opinion is: it can be. I believe that wealth 
can be created by credit on a sound basis and I also believe that wealth 
can also be created by foreign credits. This is opposed by many Indian 
gentlemen for different reasons. After the War, countries in Europe have 
built their new economic life only on the basis of foreign credit, because 
after all if you get credit at 5 per cent., you have to pay the 5 per cent, and 
repay the capital. If you make 15 per cent, profit, new wealth could be 
created by this credit. 

Another advantage is that it will put Indian joint stock banks on a 
stronger footing as they will have new money resources as the foreign banks 
have from the Dutch countries, from America or from Japan. This bank 
will of course help the joint stock b.anks in connection with the proper 
development of a Central Banking Board in case of emergency and (he 
Indian joint stock banks will cease to be isolated units which point, I 
think, is emphasized in my memorandum. They will be linked up pro¬ 
perly under the leadership of the Reserve Bank. 

The next advantage is the automatic expansion and contraction of 
currency, regulation of credit and maintenance of stability of the exchange. 
These would be in one hand, vi^i., in the hand of the Reserve Bank what¬ 
ever the Government may be. There is no difference from this point of 
view between the present Government and, let us say, the Dominion 
status Government or Swaraj Government. It would not constantly bo 
accused of wrong monetary policy. In European countries the position; 
vyas that so long as Governments were dealing with currency questions, 
they were being attacked by everybody and accused of their policy being 
wrong. After the subject was taken over by the Reserve Banks there have- 
been no criticisms. 

The next advantage is tliat the entire economic life would be better 
balanced and settled. This is a psychological factor, but it is very im¬ 
portant. The economic life of a country cannot really flourish if people 
are constantly excited for certain reasons. I do not want to touch politics, > 
but living in this country, I hope that the political questions will be settled 
in such a way that the economic conditions of the people will be developed. 

I sum up the chief questions connected with the Reserve Bank. The 
sole right of note issue will be in the hands of the Reserve Bank, the control 
of the rate of exchange, the handling of Government balances and Gov¬ 
ernment debt, that is to say. the administration of Government debt. The 
Government loans will be managed by the Finance Member or Finance 
Minister. Then the Reserve Bank -n'ill deal with Government remittances.. 
It will be a banker’s bank in the proper sense. It is naturally understood 
that such a Reserve Bank cannot be a bank dealing -with clients and it 
cannot compete with joint stock banks. It will, of co;irse, have supreme 
control of credit, but I think it will always be necessary to co-operate with 
the Central Banking Board. I feel sure, whether it is a State or a share¬ 
holders’ type of bank and whatever the Directorate may be according to the 
decision of this country, that the working of the bank will not depend on 
charters, or on directors; it will depend solely on the personality and skill 
of the management. 

7686. Mr. Manu Suhedar: When we were discussing bills which the- 
Reserve Bank would be authorised to re-discount, it was stated that Gov¬ 
ernment bills, amongst other things, shall be drawn and made payable in 
British India. You mentioned that if a proper re-discount market were 
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•created in India, even British bankers or people from other centres might 
take advantage of the Indian market. Would these bills come in for re¬ 
discount?—No, that is impossible. Foreign banks do some sort of com¬ 
mercial business too. 

7687. There would be no direct link with foreign bills?—^No, foreign bills 
can appear in the portfolio of a Eeserve Bank only as a part of their 
currency reserve. 

7688. If they desire as a matter of policy to have balances at any other 
centre for some international purpose?—^Not only for international purposes 
but they may desire to have it on other safeguards. The Hungarian Ee¬ 
serve Bank is obliged to have much money in the Bank of England. 

7689. Then they would be able to buy on London?—^I would not call 
that discounting} they would include it in the gold currency reserve. It 
has absolutely nothing to do with the bank rate and nothing with ih© 
internal trade of India. 

7690. We had before us various criticisms of the existing system in 
India and one of the criticisms was that largo banks give cash credit to 
large firms, and it is on these cash credits with exchange banks aa well as 
with the Imperial Bank that large merchants draw their funds, purchase 
produce, the produce is moved and paid for by funds which they draw 
against the cash credit previously arranged. Lot us refer to jute in Bengal. 
If a jute merchant goes to the exchange bank or Imperial bank and he is 
a first class party, they would give him a cash credit for 10 lakhs of rupees 
and he would draw on this cash credit cheques as he likes?—Yes. 

7691. Therefore no hundis emanate in connection with those purchases? 
—No. 

7692. We have been told that the hundi system has to some extent 
been afiected by the cash credit system which has come into vogue and 
which tends to place larger reserves in the hands of larger merchants and 
cripple the smaller merchants. What would you say to this?—I have for¬ 
gotten to speak about emergency currency and about rediscounting of 
hundis based on Act XXVI of 1923, according to which the total quantity of 
the emergency currency has been increased from 5 to 12 crores. This 
portion of the activity of the Imperial Bank which is based on this emer¬ 
gency currency is quite favourable. It helps to create hundis, but the 
cash credit system of the banks is very unfortunate. The present position 
is not so very important, but we have to look to the future when a Eeserve 
Bank comes into existence and it is expected that bills would come in. 

7693. Chairman: I think you already referred to it by saying that in 
South Africa it is the open account system which is standing in the way of 
the development of the bill system?—That is correct. 

7694. Therefore the cash credit system corresponds to the open account 
system?—Yes. In South Africa they did not induce the dealers to change 
their mind. At present under the Act which I have quoted there is this 
emergency currency in India which is actually the system under which 
bank notes or Government currency notes are issued on the security of 
Eundis; at present of course the emergency currency is only given if the 
bank rate of the Imperial Bank is above 6 per cent. 

7695. Mr. Manu Suhedar: This is an emergency provision. As a 
Tesult of the misunderstanding prevailing in the country people say that 
-the emergency currency can only be given if the bank rate is at 6 per 
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cent ?—According .to the Indian Pap*r Currency Act of 1923 the Govemor- 
General in Council may authorise the Controller of Currency to issue currency 
notes in all not exceeding 5 crores against bills of exchange and later 
on by an Amendment Act this amount was raised to 12 crores of rupees. 
Therefore there is a misunderstanding. I can also point out how all this 
misunderstanding arose. Sir Arthur McWatters’ evidence before fte 
ffilton Young Commission does not mentdon that the present rate of 6 per 
cent, can be changed by the Governor General in Council at any given 
moment. 

7696. Would you then let me know whether you think when the 
Eeserve Bank is established and when efiorts are made to induce larger use 
of internal bills, the cash credit system would still continue to militate 
against it or do you think it will automatically adjust itself?—^If there if 
a strong managing governor or governors, then it will be adjusted satis¬ 
factorily. 

7697. In connection with the method which you use to create bills with 
regard to the electrical trade and the counter-case which you gave about 
Bombay in connection with the mills, the difficulty generally, is that the 
wholesale merchant would not let his manufacturer know where he sells his 
goods. In Bombay cloth is sold through wholesale merchants and the 
wholesale merchants would never disclose to the mill to whom iihey are 
selling their goods. He would not mind drawing a bill and goin^ to a 
banker as in your case where Bala Bux brought the bills to you. Probably 
he had confidence in you but in practice it would be very difficult?—-Yes; 
dealers are frightened that their clients would be known by the manu¬ 
facturer or by the first importer. After all this goes back to a general 
question. Well, I should say there are no secrets in life. After all I catt;' 
know easily who the hardware or piece-goods merchants in Cawnjjore w 
in Delhi are. If there is a skilful manager, he can say “I will know your 
secrets to-morrow”. It is a question of personal impression, nothing else. 

7698. You do not think it is an insurmountable difficulty?—No. 

7699. Dr. Hyder : You said it was a normal feature practised among 
banks to take commercial paper for discounting with the Central Banks 
in Europe?—It is practically done in every bank and according to my 
•personal experience often twice a day or even more. 

7700. Will you explain to the Committee something about the rates 

which this paper is discounted? Is it the discount rate or the bank 

rate ?—^If you speak of the discounting business alone and you do not touch 
the private discount market, then I can safely say that the discount rate 
of the Eeserve Banks in Europe has always been at the lowest. If you 
speak of the acceptance credit, I say it is a very complicated question. In 
the open market first class acceptances are always sold and bought at a 
rate which is always under the Bank of England rate. 

7701. Mr. Khaitan: In criticising the Eeserve Bank Bill you said that 
you did not agree with that portion of the Bill which laid down that a bill in 
order to be discounted by the Eeserve Bank should bear at least two signa¬ 
tures. You gave some instances of transactions to show that there must 
be at least three signatures?—I say there should be three signatures. 

7702. Chairman: There is a provision in the Statute. It -will not ex¬ 
clude bills which have got more than two signatures?—^For that matter it 
can have five signatures. 
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7703. You say there should be at least three signatures?—Yes. 

7704. By which, I understand you to mean that the Bill should provide 
that there should be at least three signatures. Is that what you said? Do- 
you want that the bill should itselt provide tliau before it could be re¬ 
discounted by the reserve bank there should be at least thi'ee signatures?— 
Yes, and I would propose this when the Keserve Bank Bill would come up 
again. I A'ould not start with acceptance credit in India and it is therefore 
that I give as a minimum three signatures. Acceptance credit will be im¬ 
possible in the beginning. I also say that I w-ould include a clause or sub- 
clause that for the beginning at any i ate we should have in India three 
signatures and if the Banking Board would propose to Government that 
the time had come that acceptance credit could be introduced in India, 
this might he changed Jator on ny Uie Assembly. 

7705. Mr. Khaitan: I would give you some instances in which perhaps 
you may think that two signaturo.s can be sufficient. Suppose there is a 
big firm of jute dealers which has got an ofiice in (Jalciitta and also another 
office at Narayangiinj. Let us take the biggest firm available in Calcutta. 
The Imperial Bank has also got an office at Calcutta and at Narayangunj. 
The firm buys jute at Narayangunj and draws three months bills on its 
Calcutta office, discounts it with the Narayangunj branch and those goods 
are intended for export. Now, the Imperial Bank and the firm hav'e both 
got their offices at both these places. The'.bill has only two signatures and is 
of three months usance. Would you exclude a bill of that chiu'acter from- 
being rediscounted by the Impcrial-'Bank ?—This is really a case of accom¬ 
modation. 

7706. Not necessarily. It as discounted by the Imperial Bank. When 
..it goes to the Imperial Bank for discounting it has two signatures—one of 

the company and the other of the bank?—This is only a twisted form of 
acceptance credit. 

7707. It is not acceptance credit for this reason. It would be acceptance 
credit if the bank had accepted first and secondly it would be acceptance 
credit if the Imperial Bank in the beginning was unable or unwilling to 
advance from its own funds and wanted the bill to be rediscounted with 
the Reserve Bank or any other bank. Then it w'ould be acceptance credit? 
—If I were the managing’ governor of the Imperial Bank and if you ap¬ 
proached me I would not accept that. I would certainlv be against it, 
though a nxiraber of people would say it was correct. That is why I want 
to have three signatures and I would adhere to that whenever any case 
for the Reserve Bank came up. 

7708. Supposing there is a mill in Bombay which has got a shop in 
Muzzafarpore for the sale of goods and goods will be sold in the course 
of one or two months. The mill draws a bill on its Muzaffarpore shop, 
would‘you exclude that kind of bill if it has two signatures of the same 
firm?—1 would not risk it considering that there have been failures of 
Reserve Banks. Exactly the same thing happened in South Africa. Even 
in Poland the Reserve Bank broke down twice although it was established 
under the auspices of the League of Nations. My humble opinion is that 
India’s economic life can only be developed on very conservative businesa- 
lines in the beginning. Increasing facilities can be given after the Reserve 
Bank has been in existence for 10 or 15 years when things begin to go 
well. Then the acceptance credit will also be introduced and two signa-^ 
tures will be quite enough. 



7709. You said in answer to Mr. Manu Subedar that cash credits 
account to a certain extent does stand in the way of the development of 
the bill market?—Yes; to a certain extent it does. 

7710. How would you substitute the cash credit account by bills?— 

I cannot give exact ligui'es about the internal trade of India but the 
internal trade of India is so enormous in comparison with this note issue 
which will be done after the discounting and if after a few years the dis¬ 
counting business will work properly then all transactions of internal trade 
will furnish the banks and the Iteserve Bank with such an amount of bills 
in about 5 or 10 years tliat there will always be so much business that 
they will be able to discount only the very best of them. 

7711. Mr. Khaitan : In the first period of development of the bill market, 
would you not look towards more a natural evolution of things than towards 
a kind of revolution? About South Africa you said that business was done 
more upon a clean credit basis than upon a bill basis. That is also our 
difficulty in India. The wholesale agent or the commission agent in Cal¬ 
cutta, for example, sends goods out to his customer m the niofussil on an 
open account basis. He does not draw a hundi and naturally therefore, th^re 
is no hundi which that customer would accept. Do you not think that 
before that kind of bill is brought into existence many more years Inmy 
have to elapse than would he taken in making it understood by the bank 
and his customer aud bringing into existence bills which could more easily 
come about in the manner I have explained to you ?—Such credits are given 
to finance the incoming trade on the basis of disccunting of bills as I have 
describcil it. If you buy jute fro'm a ryot, the ryot sells it, then another 
merchant sells it and in this way 1 do not think so many bills will be 
created. 

7712. Would you kindly think over and, if you change your opinion by 
tc-morro\\, let us kuow'^—Yes. in any case there are at present no dis¬ 
counting facilities in India And j’ou may take it that there are no bills. 
Now all tlUi credit needs of the country are financed without re-discount 
facilities simply by deposits. These deposits will become free if the trans¬ 
actions which you mention were to take place. Then banks can discount 
and re-discouiit bills with the Eeserve Bank, where there are only two 
signatures. If tlie firm is a reliable one, even one signature would be 
enougn, 

7713. He might have securities?—Even if he has no securities, if the 
agent or manager of the bank knows the man and is sure of the money, 
credit will bo given without a draft or acceptance from the deposits of the 
bank, because they may not like to discount such bills. 

7714. You are thinking of issuing notes, but the Reserve Bank would 
not have always to issue fresh currency; it will have other funds also.—It 
will have deposits, but the Eeserve Bank shall only discount those bills 
which are considered strong by everybody. The bank manager can give 
any amount of credit on current accounts, but I would not like that such 
cases should come before the Scrutinising Board during the first five years, 
because the. Scrutinising Board should not judge on the security of a single 
Iman. These men of the Board are after all human beings and they will 
have to pass sentence against one man. The bank is another question; 
if a bank does not give credit to two firms together, it need not express an 
opinion as to which firm it finds weaker. It throws back a bill which is only 
signed by one merchant, for the reason that one man is always less than 
two men. In Europe I have seen Uie greatest men failing. 
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834 


^ 7715. My difficulty is that you are thinking only of unsecured debts ?— 
file Scrutinising Board has nothing to do with the securities which the 
bank has. The Indian joint stock bank which sends its bills to be re¬ 
discounted to the Beserve Bank would come before the Scrutinising Board. 
1 know of the procedure adopted by the Scrutinising Board in all the towns 
in Central Europe. But I would like that the banks should in the first 
five years, even if no new notes are issued give this credit out of their 
deposits based only on security. 

7716. Mr. Khaitan: The other point I would like to ask you is about the 
question of stress mentioned by you, referring to the Hilton Young Com¬ 
mission’s Eeport. Do you think the conclusions might have been based 
cn the experience of the Currency Commission on the state of affairs that 
existed then? In England, as you know, the Bank of England keeps its 
rate rather high in comparison to the open market rate?—Yes. 

7717. Therefore, do you think the Hilton Young Commission have been 
influenced by the state of affairs in England as also the state of affaii's in 
India and is the continental system in your opinion better and more appli¬ 
cable to Indian conditions?—It is much simpler and better suited to the 
conditions in India. 

7718. Would you recommend that the rediscounting rate of the reserve 
bank should be lower than the rate at which the Imperial Bank gives loans 
on the security of Government promis.son' notes?—Do you mean the Im¬ 
perial Bank or the lleserve Bank. 

At the present moment all loans given by the banks to their customers 
bear a certain relation to what is called a bank rate?—Yes, the advance 
rate. The present Imperial Bank rate is a bogus bank rate in comparison 
with the rate of Eeserve Banks. 

7719. I put it to you that it ia so real that all loan transactions are 
based on the bank rate?—I agree. 

7720. You will make the discount rate lower than the advance rate?— 
Yes. 

7721. In order to create this rediscount market, at least in the begin¬ 
ning for some years, your view is that some inducement should be given 
to enable the banks to get rid of their shyness ?—Yes, to merchants too. 

7722. Sir Purshotamdas Thakurdas: Your first suggestion is that the 
bills which are rediscounted with the Reserve Bank should have three sig¬ 
natures including the signature of the discounting bank?—Yes. 

7723. I tahe it you have seen the hundis which are in vogue at present. 
There are generally more than two signatures on it?—Yes. 

7724. The present system of hundis will not be affected by your sugges¬ 
tion?—No. 

7725. Your criticism, therefore, is based on what was done in the Re¬ 
serve Bank Bill but it does not Clash with the present system and the 
custom of the bills as they are known to be?—That is so. 

7726. Apart from the exceptional cases which may be dealt with on its 
•own merits, as far as the present custom is concerned, your suggestion does 
not clash with it and in fact all the present bills which are discounted would 
be liable to be rediscounted by the Reserve Bank?—Yes. 
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7727. You said that some Government officials told you that a bill 
market could not be created as there would not be enough bills to be re¬ 
discounted by the Ileserve Bank?—Also Indian managers of banks have told 
me so. 

7728. I wonder if you have thought over this question. I take it you 
know the method in which import business is financed. Bills are generally 
drawn in sterling and made payable in London?—^I’hey are often paid in 
Calcutta. 

7729. What is the bulk of import business financed in Calcutta like?— 

I am afraid 1 cannot quote percentages but my feeling is that bills for all 
these goods which come in are usually D. A. bills which are sterling bills 
imd have to be paid for after 60 days. 

7730. Most of the import finance is by sterling bills drawn for 60 days 
payable in Calcutta?—Yes. 

7731. If they were rupee bills, they would be available for rediscounting 
here in the market?—(No answer). 

Mr. Lamonii: Not according to the last Reserve Bank Bill. 

7732. Sir Purshotamdas Thakurdas.: What I say is if the import busi¬ 

ness of India was done by bills drawn in rupees for 60 or 90 days sight as 
the case may be and those bills are accepted by the person on whom they 
are drawn, they could be discounted by the banks holding those bills in 
the market?—Yes. ^ 

7733. You have given us your valuable experience of this business in 
ether countries of the world. How is it your attention has not been drawn 
to this handicap which exists in India? India has enormous export busi¬ 
ness. It is all done in sterling and bills are uct available for discounting 
and rediscounting in India. .Is there a parallel between India and other 
-ccuntrie.s in this connection. I suggest to you there is no parallel at all?— 
I atai not quite sure about that. 

7734. In what currency is a bill drawn on an importing coimtry?—Be¬ 
fore the war it was drawn usually in the foreign currency but now there is 
no such rule. 

7735. I point out that there is a striking difference between the countries 
of which you give instances especially in regard to the import trade of India. 
I would like to be instructed by you as to why this difference should conti¬ 
nue because you have not said a word about it in your most valuable memo¬ 
randum which you have presented to us. May I ask you whether *hese 
bills could then be discounted by the Reserve Bank? 

7736. Chairman ; Take the ease of Hungary. When an Hungarian im¬ 
porter imports goods from Switzerland are the bills drawn in the Hungarian 
•currency?—^At the time when competition was uct keen they were usually 
drawn by the manufacturer in Switzerland in his currency but as compoti- 
tion is very keen now the Hungarian importer will buy goods only if drawn 
in the Hungarian currency itself. 

7737. Will not that state of affairs hold good also in the ease of imports 
Into India ? There is much competition now in the world’s market. There¬ 
fore should not India be justified in demanding that her import bills should 
be in rupees?—The man who buys goods can always force the manufacturer 
TO put it in rupees. 
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biT PuTshotciTiidcis ThcihuTtlus ; ^ou have been telling us wbat is good fojr 
the next generation and in your opinion the ideal thing which you would 
recornrni;nd to the Government of India and which you would suggest to 
Ihis Committee would be that the import bills in very large numbers should 
be available in this country in the same manner as in other big countries 
of Europe instead of the bills being tied up by the banks?—That is so. 

7738. If you are a bank manager and you hold millions of pounds of 
these bills which mature during the next two or three months vou cannot 
utilise those bills. Is not that a great handicap?—Yes. 

7739. Why has not your attention been drawn to that handicap and to 
the removal of that handicap?—I have, not thought about it yet, but I do 
siiy that at least in the beginning this difficulty will have to be faced. As 
time goes on and the lleserve Bank is able to function properly, the Keserve 
Bank will be able to rediscount such rupee bills. 

7740. Mr. Rushforth : In your own business you import large quantities 
of electrical material. What prevents you from drawing those bills in 
rupees?—For our own stock we have no bills. Our firm cannot be taken 
as an example becauso it is only a branch and wc get money on current 
account from our Home Works. 

7741. Chairman: Take the example of a firm of piece-goods merchants? 
—If they buy piece-goods from Italy, for instance, what would happen 
would be that the piece-goods merchant could force the Italian manufac¬ 
turer to draw the bills in rupees. 

7742. How do other countries in the West do it?—In other countries a 
bill which bears one signature will not come to the Keserve Bank because 
after all the Scrutinising Board should judge the respectability of one- 
firm. 

7743. Mr. Manu Subodar: What is the practice in Germany?—They do 
not go in to the Keserve Bank. 

7744. Chairman: Wliat about the E^nited States?—I do not know 
exactly about the United States. As a matter of fact I ought to h.ave- 
thougiit about it, but I have had no time so far. I have been here only 
3.} years. I did not see these things at all; so it did not come to my notice. 

7525. Sir Pur-shotamdas Thakurdas : You therefore think that it shoidd 
he a very useful avenue for you to examine the utilisation of the impcfl 
bills of India for the development of the bill market here?—Yes. 

7746. I would like to ask you another question. You said that before 
the War every country drew on the country' to which it exported in its own 
currency?—That was usually the case. 

7747. The conditions now may have changed owing to the manufactured 
articles being in a ccitain state of depression. Can you tell us of any 
countrv which has both export and invport business in currency other than 
its own?—No. 

7748. That is a very peculiar feature in the economic life of India?— 
Yes. 

7749. What can be done to cure this handicap in India?—^Now is the 
best time to cure it b.vcause the foreign manufacturers are so keen cn 
selling goods to Indian merchants. 

7750. So you think that that needs to be remedied?—In future it is 
natural that the Indian dealer when he imports goods will try his utmost tc 
get b'Tls in ruj)ee3. 



7751. So you recommend him to try and press for bills to be drawn upcf 
him in rupees?—Yos. 

7752. I like this to go on record that you are definitely of the opinion 
that when India imports goods, she should try to import only in rup< 
currency and in no other cuirencv in order to develop her own bill market. 

7753. You read out to the Committee some extracts from Mr. Nicoll’s 
evidence before the H.ilton-Young Commission where he complains that in 
India there are accommodation biDs and genuine bills. Now in your study 
of the economic conditions in the various parts of India, has it struck you 
that what are called accommodation bills may be genuine trade bills?—I 
do not think so. Mv Hungarian friends are also trying to manufacture 
those bills because they want to get more money. 

7754. Sir Purshotamdas Thakurdaa: The discounting of trade bills is 
being replaced by cash credits in India ?—It is so. 

7755. Therefore those who do not command cash credits take to accom¬ 
modation bills ?—N aturally. 

7756. Would it be a fair conclusion to make that if genuine trade bill* 
were encourUiged, the accommodation bills would disappear?—No, I do not 
think so. 'rhere would be lots of merchants wanting n)ore money. 

7757. Would anybody discount accommodation bills if genuine trade 
bills wore in vogue?—I have heard this question discussed for ten years 
in Europe. How can you discriminate whether it is a bona fide bill or 
otherwise ? 

7758. Supposing you are a manager and I brought a bill and asked you 
to discount it, you would at once ask mo why this bill is drawn. Would 
you not?—Yes. 

7759. To-day, no bank manager asks that. All that happens is that a 
bank managoi' has a list shovung the worth of the S(;veral persons or tirnis. 
As soon as you present a bill, he refers to this list and knowing the worth 
of the man or firm, he discounts the bill. Has this been brought to your 
notice?—How can a man who toianufactures this kind of bogus bills get 
them discounted? 

7760. I do not agree with you that there are any bogus bills worth the 
name in any respectable bank. I strongly dissent from that. My ex¬ 
perience is that .^nlv tliird class banks have bogus bills.—I beg to express 
my opinion that tli'e greatest banks in Europe have bogus bills from the 
greatest industrial undertakings. 

7761. We are discussing Indian conditions, here in India first class banks 
would iuivc comparatively few accommodation bills under average manage¬ 
ment—It would perhaps be wise to got a proper definition of what we really 
understand by accomiriodation bills. 

7762. The accommodation bill is a bill which is going round because 
genuine trade bills are not in vogue. As soon as they become the fashion 
and become easilv discountable, bogus bills will automatically disappear?— 
No. 

7763. Do you say this from your acquaintance of Indian conditions or 
from your experience of European conditions ?—Erom mv knowledge of 
luiman beings, whether they are Hungarians or Indians or Australians 
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n64t. Mr. Lamoad ; An accommodation or finance bill would be a bill 
which would be drawn to provide capital between two people. A trade 
bill is for a series of transactions. You provide money by an accommoda¬ 
tion or finance bill to provide block.—And by whom will the second signa¬ 
ture be given.?—^He must also be a good merchant. Let us call the 
accommodation bill a non-hona fide bill. 

7765. Sir Purehotamdas Thakurdas: As soon as you call it a non-bona 
fide bill, the question does not arise. As I told you, it would not be dilfi- 
cult to find out what is a bona fide bill.—It is impossible to find it out. 
I conr.e to you and ask you to discount a bill for a lakh of rupees You ask 
me whut I would do with a lakh of rupees. 1 say I want a building 
constructed. You would simply say, ‘thank you, go away’?—Who bus. 
given the two signatures? 

7766. What does it matter about the signatures? Suppose I am a cotton 
merchant, you may find out whether I have cotton and whether I want to 
sell it. I say I want to pay off my friend. That is an example of an 
accommodation bill. You would simply refuse te discount it and surely 
a bank manager has to make those prelitoiinary enquiries?—If it comes before 
the cleverest Scrutinising Board, it would be impossible to find out whether 
it is n non-bona fide bill or an accommodation bill. 

7767. Has your experience in Calcutta brought to your notice any such 
startling devices in the Indian financial market?—In my present position 
I have no connection with banking. My experience is based on talks with 
friends. 

7768. It is a posvsibility which you are warning us against?—I am sure 

that Indians are just as clever as any other nation and they wdll find out 
w’hich are bogus bills. ^ \ r 

7769. Eegarding the Eesei-ve Bank Bill, you have studied the Legisla¬ 
tive Assembly debates?—Yes. ^ 

7770. Do you find any difference in the conditions in India under which 
a Eeserve Bank was sought to be established and the conditions in countries 
where Eeserve Banks have been working? I suggest to you that the 
difference in the two is this: in the one case Government are responsible to 
the people, in the other. Government are not responsible to the people?— 
The political situation in India is absolutely different. 

7771. It was in 1928. I put it to you that the difficulty was the 
difference in the constitution governing the people of the country to which 
you refer and the constitution governing the people of India?—It was 
merely a political question. 

7772. They were trying to make sure from the top that the control was 
as undiluted as in the countries of Europe?—That is natural. 

7773. Chairman: I wish to pursue the question about export bills. 
Take Germany. When Germany exports goods to England, in what cur¬ 
rency are the bills drawm?—The pound is still strong in the mind of the 
people; and it is the dntemational currency nowadays. 

7774. What used to happen before the War?—The rates in the bill 
market in London were so much cheaper that the international business- 
was transacted in pounds. I cannot sav I have such a knowledge about 
it that I could formulate an opinion. 



889 


7775. You have already agreed that at any rate in the case of the im¬ 
port bills the Indian importer would be justified in demanding rupee bills? 
—Under present conditions. 

7776. Now about two signatures and three signatures. Will you kindly 
refer to section 17 (2) (a) of the Beserve Bank Bill? Have you noticed 
that there are the words ‘promissory notes’. In jiromissory notes there are 
always two signatures; there would not be three signatures?—Yes. 

7777. Talking of import bills to which Sir Purshotamdas referred, would 
not the provision as it stands cover an import bill, because the import bill 
will be drawn on a dealer in India with his one signature and accepted by 
a bank in India. Therefore without any change in the form of the Beserve 
Bank Bill, as it s|p,nds, a document of that sort would come within the 
purview of the Reserve Bank Bill?—Yes, we are not concerned with the 
foreign signature. I am simply concerned with the provisions of thf 
Reserve Bank Bill. Therefore even in the form in which it stands, it has 
got its advantages. Where more than two signatures are required, they 
can be insisted upon.—^The bill says ‘drawn and payable in India.’ The 
other would have been drawn in Switzerland. Whether the bill is drawn 
by the Swiss or Italian manufacturer, it could not be discounted under this 
paragraph. 

7778. Chairman: But in the case of Indian promissory notes that diffi¬ 
culty would not arise. You cannot insist on three signatures to it?— 

Mr. Manu Suhedar: The third man may be acceptor. 

Witness : There can be an endorsement. 

7779. Chairman: But there will only be two signatures?—The whole 
question has to be considered from the followin,g point, that I am more- 
conservative in those matters because I come from a country where people 
are most conservative in their ways and dealings. 

7780. The only other point that I have to ask you about is the Central 
Banking Board to which you have referred. We have not yet known what 
its constitution should be?—^I do not know whether you will be interested 
in this pamphlet “Economic Bulletin of the Central Banking Corporation 
of Hungary” 1 think th.at will give you some information on the subject. 
It is a nicely edited pamphlet in English. 

I simply wanted to know what your views are as- regards that Board 
which you suggest and how it will function? Any way I shall not*pursue 
this question to-day but shall deal with the same to-morrow. 
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Mr. E. P. Masani, M.A. (Joint Secretary). 

The examination of Dr. Nembnyi, was continued. 

7781. Chairman: When we closed yesterday we were on your suggest¬ 
ion of the Central Banking Board. Could you now tell us what your 
ideas on that subject are, giving us the main outlines?—The establishment 
of a permanent authority is necessary and this should be done as soon 
as possible after you.- Committee have reported to the Government rif India 
in order to tackle all the banking problems of this country. This Board 
should be connected with similar kinds of Boards which the Government 
of India have alreiidy established, such as the Agricultural Bo';U'd, the 
Industrial Board or the Insurance Board. It should perhaps be 
a kind of Central Economic Board similar to the one suggested 
by Sir George Schuster in his speech before the Finance Secretaries of 
the Provincial Governments. You have at present in India a Geological 
survey, an Archseologioal survey, a Zoological survey and so on, but there 
is not yet a permanent Board for the study of Indian Banking. I would 
say that there should be two sections of this Board, one the executive 
Department and the other Scientific or the Eesearch Department. 
Let us now deal with the Eesearch Department. This would 
be going on suiv<'yiLig the banking problems of the country just 
as it has been done by the Provincial Banking Committees ana is 
now being done by the Central Committee and it will also keep in touch 
with the other Boards having a reference with banking questions, aud it 
would also, in consultation with the executive department, be drafting all 
the Bills in connection with the future banking legislation and would be 
putting forward new suggestions regarding the development of Indian 
Banking for instance types of uniform hundis and likewdse we should also 
have a uniform type of the system of land tenure and agricultural credit. 

7782. Chairman: How would you include this under the banking 
problem? My opinion is that they all go together. As a matter of fact, 
several Provincial Banking Committees have dealt with this matter and 
T have found in provinces like the United Provinces there are two or 
three different systems of land tenure in the same province. My view is 
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■that it should not be so. Now, to resume my point, the executive side 
of this Board would bo a Government department which would deal with 
licensing of new banks and other matters. The present system of bank 
audit is not very sound. In any ease this executive board will have to 
send its auditors. This executive banking board will have to de¬ 
cide the liquidation of banks and also if possible foster the 
amalgamation of banks. It will have to be in constant personal 
touch with the Eeserve Bank giving suggestions in regard to the manage¬ 
ment in a private way and rendering every help to banks in times of 
stress in co-operation with the future Eeserve Bank. 

7783. Then on the executive side am I right in assuming that your 
ideas of development are almost the same as those given in Mr. Thakore’s 
bo<)k?—I have read several other books also on the subject. Of course, 
Thakore’s ideas are almost the same. 

7784. When the Eeserve Bank is established do you not envisage that 
some of the functions of the Central Banking Board will pass over to the 
Eeserve Bank?—That is a subject whidh will have to be dealt with 
later on. 

7785. Mr. Manu Subedar: Are you aware that there is at present the 
Bommeree Department of the Government of India at the head of which 
there is an able civilian assisted by other civilians who are working as 
Secretaries, Deputy and Assistant Secretaries and so on?—Yes. 

7786. The Commerce Member, you are aware, has also got the 
assistance of a permanent Committee of the Assembly for such matters 
relating to subjects like railway rates, commercial legislation, company 
law, ports, freights, questions of shipping, insurance and many other 
subjects, which he may like to refer to them for their opinion, although 
he is not obliged to abide by their recommendations. Do you consider 
that arrangement satisfactory?—No. 

7787. Chairman: It does not really cover the field which you w^ant 
VO cover. Please do not confuse the issues. There is the Central 
Economic Board which will be connected with a Central Banking Board 
and Agricultural Board and then you may have Boards of Industries 
and Commerce and so on. We need not pursue the latter idea regarding 
items other than banking. As I followed your statement, I found that 
your ideas almost exactly resembled the views expressed by Mr. Th.akore 
in his book. An institution like that must be under the control of the 
Einance Member and the Finance Department of the Government, of 
India.—^What I beg to state is that the banking constitution and all other 
work connec*;ed tlierewith are usually carried out under the Commerce 
Department in almost all other countries in the west. 

7788. Mr. Manu Subedar: With regard to the executive side of the 
Board you said that it should work under one of the Departments of 
Government ?—^Yes 

7789. That means this Board will be purely a deliberative body or 

rather an Advisory body. You know therfe are several other bodies in this 
country whose advice is asked for, but not always accepted by Govern¬ 
ment ?— ' 

7790. Chairman: It rnust be left to Government to decide finally what 
•action they should take on the recommendation of these boards. This is 
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obvious. I do not see much use in pursuing this question. A Board 
like this will have only advisory functions and for that reason must be 
under the control of a particular department of Government.—I again 
wish to emphasise that everything will depend on the personality of the 
members who constitute the Board or its President. They can carry out 
their ideas if they are capable. As for that matter, the Directors of the 
Geological and Archseological surveys can do whatever they like in their 
own departments as they are the sole controlling and guiding authorities in- 
their respective departments. 

7791. May I say, if you think that the heads of the Archseological 
or the Geological surveys can do what they like, you are entirelj' m'staken. 
You are under a misapprehension and all that I can tell you from my 
own personal experience is that it is the Member in charge of Govenirnont 
in that particular department who is responsible. 

7792. Did I understand you correctly' to mean that you' 
were opposed to the idea of acceptance credit?—Certainly^ in India there 
can be acceptance credit but tbc llcscrvc Bank should not discount these 
acceptance bills. 

7793. You know that the Federal lleserve Bank of the United States- 
does discount acceptance credit?—-Yce. I have said that after 3 or 5 years 
it can be considered whether it is applic.able to conditions in India but 
not when banking is still in its infancy, as I see grave danger in the, 
beginning; there are a number of banks which though very weak will be 
members of the Poserve Bank. I want to be very cautious about the 
Eeserve Bank in the l)eginning. 

7794. You know there is a safeguard ])rovided under the American 
.system under which the danger to which you refer will have been secured 
against?—May I point out, Sir, that if you have in view a Scrutinising 
Board they have such an immense lot of work that they cannot be expected 
to find out the origin of the bill which has been drawn on a bank. That 
would mean that you will have to have an immense organisation like the- 
C. I. D. to find out such things. 

7795. If the federal board is not satisfied, obviously they will not agree 
to the document being rediscounted?—Yes. 

7796. Mr. Manu t^uhedar: I find from the particulars of the National 
Bank, Hungary, that the post office saving bank accounts are all dealt 
with by the Eeserve Bank and they form one of the oyierations?—But this 
is all Government money. 

7797. In India the postal savings bank department is run independently 
by the Postal Department and the financial receipts are merged with the- 
general cash balances of the country and there has been a question raised 
recently whether Government should provide any reserve against this form 
of liability. When the Eeserve Bank is established, what would be your 
view with regard to the operations of the savings bank department? 

7798. Chairman: Mr. Mann ,Subedar, I have never heard a question, 
raised about reserves against postal savings bank deposits. You are 
obviously referring to cash certificates. 

(Witness) What are the reserves against a treasury bill or note of the- 
Government of India loans? 



7799. Mr. Manu Subedar : The question is whether you would allow the 
benefit of the savings bank deposits to go to the Keserve Bank and 
strengthen the reserve position of the country in the international market 
or whether you would allow these receipts in a particular account with 
the bank, namely the Government account?—Yes; I would like to allow 
them to gfi into the geutral revenues. 

7800. Do you advocate that the whole business of the savings bank, 
should be band('(l over by Government to the Reserve Bank and not be 
kept away from it?—In our country it is all mixed up. I do not see 
any great importance of the question, that is. if you have a reliable 
Government, the question does not arise. 

7801. The receipts of the savings b.anks and the certificates at present 
swell Government balances and are used by Government for their own 
purposes; they are not useful for trade or industry; it is a diversion of 
finance which would otherwise go to trade and industry. This is the 
general feeling. What is your view about it?—If these receipts will go 
to the Reserve Bank, then they will immediatelv come to the country in 
the form of credits to strengthen the funds of the economic life. It is; 
certainly better for the country-- if they come out t-o be used for trade and 
industry. 

7802. There is the complaint that the Government of India raise too- 
much money out of the money market and that very little of that money 
comes to thi- industrial development of the countries?—Yes. 

7803. Tlierefoi'e. you would advocate that the Reserve Bank should 
handle the savings bank deposits like other countries?—Yes. 

7804. Chairman: In other countries savings bank deposits are liandled 
as part of the Government balances?—In India tlie whole revenue goes 
up t-c Simla and Is not available to be employed for the benefit of trade 
and industry in the country. 

780f5. These |)osial savings bank certificates go into the post offices- 
they are drawn into the treasury and then they go into the Imperial Bank; 
later on they will go to the liesorve 13ank; therefore they will be automati¬ 
cally available for financing the trade or eomme.rco of the country. Is 
that position not the s.aino as in Hungary?—No; not quite. 

7806. You said that the money wont up to Simla. The money does 
not go to Simla. From each post office the money goes to the nearest 
treasury; from there it goes to the Imperial Bank which under the scheme 
you are eiivisaqing will becOine the agents of the Reserve Bank. Therefore 
the money w-ill j)ass to the Reseiwe Bank as pan of the resources of Gov¬ 
ernment?—The Government can always use it for any purpose it wants. 

I think we had better stop there. 

I withdraw rnv sugeestions (see page 19 of my statement of evidence) 
tha? the Indian joint stock banks should try to go in for all these business- 
lines, which are transacted by the continental banks. The Indian joint 
stock banks are not sufficiently strong to meet such an extension of their 
business, with the exception of foreign exchange business, which they 
should take up gradually. Perhaps some eo-operation wdth “Managing 
Agents” for selling shares and debentures will also be possible. I liave 
to withdraw the statements which I made previously because they are 
in opposition with my newly acquired Indian experience. Throughout my 
memoranduiu I suggest that no new banks should be created. I have to- 
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point out a queation ot the utmost importance regarding the exchange busi¬ 
ness which should be done by Indian joint stock banks. One of my chief 
ideas was whether one or two big Indian joint stock banks could not take up 
exchajtgc business. Then I was told that it was nearly impossible. My sug¬ 
gestion was the following. I have spoken to some of the big Indian firms 
and told them “if you could give exchange business to these Indian banks, 
why could not the Indian banks develop the foreign business department by 
which they would secure both sides of the exchange business namely 
imports as well as exports. It is only then that they will be able to make 
profits like the present exchange banks”. If the Indian merchant will 
insist when importing goods from Europe that the bills of lading or 
invoices should be sent through Indian joint stock banks which have 
started exchange business, then India will have both the sides of the 
business. I maintain that if the indigenous joint stock banks started 
foreign business department, it would not matter even if they did not 
make any profits during the first year or two. To support my views 
against the establishment of a new Indian exchange bank I shall read out 
to you what has been written in the “Commerce” for the month of July 
1980 . 

I will now read out what appeared in the “Commerce” of July 12. 
1930: — 

“As the reader is aware, Bombay proposes to establish a Swadeshi 
Exchange Bank with the object of developing both the export and import 
trade; and branches of it will, it is said, be established not only at 
important centres in this country, but also in other parts of the world 
wherever India has commercial interests with the view of giving every 
facility to the Indian merchants abroad. The capital of Es. ,5 crores, at 
least, twenty per cent, of which will be called up, will be raised from 
the principal commercial bodies in the city of Bombay and not from the 
general public. Apart from any question of the inadequacy of capital and 
the ability of the promoters to rear up a well-organised exchange bank 
within a short time, is it possible for such an institution to W('rk in 
splendid isolation? If the promoters mean business and are desirous of 
making a success of it, they will, much against their inclination no doubt, 
have to depend upon the co-operation and goodwill of similar foreign 
institutions. Operating on the London discount market will not be the 
least important function the bank will have to perform. Now, to com¬ 
mand credit on the London discount market, as a correspondent points out 
in the Indian Daily Mail of Bombay, a paid-up capital of one crore rf rupees 
will hardly make an impression. Even double this amount might scarcely 
suffice. The arguments put forward by the coiirespondent arc so cogent 
that we make no apology for quoting him extensively. The correspondent 
writes: — 

“A Bank of this nature, to be eminently successful, must have formid¬ 
able floating resources, and it is scarcely conceivable that in these times 
of political strife and turmoil, when the most careful of business calcu¬ 
lations are apt to be upset, the bank would, in the near future, bo in 
a position to boast of a huge working capital. The latter could be built 
up in times of tranquillity and business levcl-headedness. These are 
times when business conditions are left to take care of themselves whilst 
business men turn themselves into politicians and divert their energies 
tow.Tirds the attainment of ephemeral politic.al emancipation. The bank, 
-again, i* to have branches not only in this country, but also in important 
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paris of the world. In this also the proti oters will be faced •vith real 
practical difficulties. A branch in London alone should give them some 
food for thought. What is it going to cost if you want to run and 
maintain it on the right lines'? Besides, it is more than probable that 
for at least the first two or three years this branch, as well as others to be 
established in foreiun countries, will not be paying, and it will have lo iook 
up to the head office for support. And what about the staff to v.^ork all. 
these foreign branches? To work them successfully you must iiave men 
who have been in the lino for a number of years, and do possess some 
knowledge of international exchange. How many in India are theiV: this 
day to take over charge of foreign branches of a bank straightway and 
run them successfully? I shall go a step further. I wonder if there are 
very many Indi.aus today who can claim to bo fit enough to be at the 
helm of a fair-sized exchange banking institution and steer it clear through 
troublous waters in this very country. The talk of boycotting exchange 
hanks sounds very well, but strikes one as a case of the wish being 
father to the thought. Supposing the shoe msinages to get on the other 
leg, and instead of our boycotting the exchange banks the latter decide- 
to boycott the Swadeshi Exchange Bank? What then? It should be 
transparent even to a mediocre intellect that in that case the Swadeshi 
Exchange Bank must go to the wall. Leaving even this question of co¬ 
operation or non-co-operation aside, what is the guarantee that the present 
sentiment of the people in favour of Swadeshi is going to last long enough 
to enable the Swadeshi Exchange Bank to attain a stage of prosperity and 
unshakable solidarity? If it is only the mass psychology that is to be 
counted upon for the success of the new bank with little fear of contradic¬ 
tion I might state that it is an illusory factor at best to explore. Institu- 
tdotis started in the past under similar auspices have been brought to life- 
and buried without a docent funeral. In every ease it has been the 
gullible public who have burnt their fingers. Let there not be a similar 
repetition in this case, for, should anything happen to the Swadeshi 
Exchange Bank, apart from every-thing else, Indian banking would receive 
a setback which it would bo difficult to recover from.” 

Therefore, I have suggested that it would l)e an unsound idea to start- 
Indian exchange banks. The first thing would be to start foreign exchange 
departments in the existing banks. It would not matter if they did not 
make any profits during the first year or two. I believe that it is very- 
dangerous for the future of Indian banking to start with an Indian exchange 
bank and as I liavc already said I arn dead against big new banks. 

7807. Chairman From the memorandum which you first sent to us 
I understand your idea to be that other Joint stock banks should have- 
certain department's more or less like the continental system which has a 
separate department to deal with foreign exchange, a separate department 
to deal with agricultural credit, a separate dejiartment which you call the- 
mortgage department to deal with small and middle-sized industries. 
My point is to what extent would you modify those ideas? So ^r as I 
have been able to understand, you still hold that Joint stock banks should 
have a foreign exchange department. As regards the agricultural credit 
department, if you had not modified your ideas I would have said that 
it was impossible. As regards the mortgage department, is it your 
present idea that a Joint stock bank should not under any circtimstanees 
give long term advances to these small-sized and middle-sized industries?— 
They should not do that work. 
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7808. And if they are doing that work already, will you take it away 
■from them?—I do not say that legislation should prohibit that. It an 
■existing joint stock bank is capable of doing such work, it should be allowed 
to continue to do so. It should not be prevented from doing it. 

7809. I was rather interested to listen to your views about the 
swadeshi exchange bank, but so far no such proposition has been placed 
b,efore us. All the propositions placed before us are in the direction of 
'developing the foreign exchange activities of the existing Indian joint 
•stock banks?—That is my point too. 

7810. In the forefront of these banks stands the Imperial Bank which 
I would prefer to call a Swadeshi Bank although it does employ at the 
present moment a certain number of non-Indian staff, whose number is 
now diminishing, yet in essence it is an Indian joint stock bank. If it is 
possible for that bank, after the Iteservc Bank has come into existence, to 
take up foreign exchange business, will that be in accordance with your 
ideas?—I am very much against the idea. It is not desirable to allow the 
Imperial Bank to take up that work because the Imperial Bank will 
still be the strongest bank in the country. It will command lots of deposits 
and the Indian joint stock banks as a result will never be in a position 
■to develop their foreign exchange business. 

7811. Chairman: The whole point is how India is going to develop 
foreign exchange business through her own banks. I say that the 
Imperial Bank is an Indian joint stock bank and it is going to be that 
Swadeshi foreign exchange bank about which you talked so much a little 
while ago. The difference is that we are not going to start a new bank, 
but we are going to allow one of the existing Indian joint stock banks, 
after the Eesc/rve Bank has come into existence, to take up foreign 
-exchange business, and so far as my recollection goes, that was indeed 
contemplated in the Keserve Bank Bill.—It would not prevent the other 
Indian banks from doing the same -u'ork? 

7812. Dr. Hyder: In your memorandum you say that the Indian 
joint-stock banks should take up this work. Now you resile from that 
position and say that the Imperial Bank which is one of the strongest of 
such banks cannot take it up because it will have free balances.—Not only 
that, it is a big bank which wdll have more deposits than any other bank. 

7813. Chairman: But still it is an Indian joint-stock bank. If the 
national feeling in the country is such that the Indian joint-stock banks 
should take a greater share in foreign exchange business, what would be 
your objection?—May I assume, for theory’s sake and for the sake of 
developing my arguments, that India will have absolutely its own sw^araj 
and there ■will not be a single foreigner in the country? 

7814. I am not on that track at all. I say and I am not ashamed to 
say national feeling in the country is such that the Indian joint-stock banks 
should take a greater share in foreign exchange business, what would be 
your objection?—May I assume, for theory’s sake and for the sake of 
developing my arguments, that India will have absolutely its own swaraj 
and there will not be a single foreigner in the country ? 

7814(a). I am not on that track at all. I say and I am not ashamed io 
say that I certainly think that for years to come India will be able to 
progress on her path of development with the assistance of eminent 
Englishmen. I have put to you a concrete proposition. You in your 
memorandum are in favour of the idea that Indian joint stock banks 
should take over foreign exchange business. I put it to you that here is 
tho strongest Indian joint stock bank. The present difficulty is that it 
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is a bankers’ bank. As soon as that position is withdrawn and as soon 
^18 the Eeserve Bank is established, why should not the Imperial Bank 
be allowed to take up foreign exchange business? The Reserve Bank 
Bill at least contemplated that that partieular restriction on the business 
-of the Imperial Bank would be removed—If you would allow me to quote 
a theoretical and practical example in the history of British banking: 

“The confieutration movement in England—which led to the 
emerging of the Big Eive—^brought about the opinion that a 
inonej- trust might be established. To discuss this problem 
the Treasurv Committee on Banking Amalgamation was 
appointed by the Chancellor of the Exchequer in March 1928. 

The report of the Committee states that against ‘the possible 
dangers.some measure of Government control is essen¬ 

tial.’ 

'I’he bill which was brought forward on the basis of this recom¬ 
mendation was withdrawn as the banks have entered into 
an agreement with the Government that no further amal¬ 
gamation will be made without the consent of the Treasury.’’ 

In England, whore banking is very strong and where every single unit of 
■economic life is highly developed, if there arises a crisis the British economic 
life would be so frightened that if a new amalgamation comes, there would 
■only be one bank which would become very powerful and there would be no 
competition between banks. Even if the Imperial Bank wore to become 
entirely independent and there were not a single non-Indian on it, I 
consider it an enormous danger that there should bo established one huge 
bank, the result of which would be that all the other small banks w'hich 
are struggling for their lives would never be able to develop business. 

7815. Dt. Hyder: You are confusing issues. lu England it refers to 
,ihe amalgamation of independent units. Here it is integration of func¬ 
tions. Do you admit the difforenee?—There is a difference; the example 
stands on different lines. 

7816. It is not the creation of a money trust?—If the Imperial Bank 
in future is to be entrusted to do every kind of business, there will only 
■be a single Indian bank in India. 

7817. There is no legal disability imposed on other joint stock banks 
to take on as many functions as they can?—But they would never be 
able to develop their business if one huge, strong bank were to do practi- 
■eally every business, 

7818. I go back to the original position. In your memorandum you 
say that there should be an integration of functions, that is to say that 
one bank should have as many functions as possible?—That was my 
■Continental experience. 

7819. Now you resile from that position and say that you do not advo- 
>cate the integration of functions, because you feel that in the conditions 
-of this country there is no need for one strong bank?—Yes. 

7820. I do not know the circumstances of your country, but here are 
the names of certain banks in Germany and may I ask you how their 
•capital position compares with the capital position of the Imperial Bank 
of India or the Central Bank of India? These banks which I am referring 
■to, are not the creations of to-day: The A. Schaaffhausen’seher Bankverein 
of Cologne, At the time when this bank started business, viz., in 1848, 
•did it occupy the position which the Imperial Bank of India at present 
occupies?—No, it was a local bank. 
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7821. If this bank in 1848 could carry on various functions, what make» 
you think that the Imperial Bank is not strong enough? The other banks 
are: 


The Darmstiidter Bank, 

The Berliner Handelsgesellschaft of Berlin, 

The Discontogesellschaft of Berlin, 

The Mitteldoutsehe Creditbaiik of Meiningen, 

The Allgemeine, Deutsche Creditanstalt of Leipzig, 

The Vereinsbank and Xorddeutsche Bank of ITarnburg, and 
The Schlesische Bankverein of Breslau. 

I'ou know that these banks were not as strong as the Imperial Bank of 
India or the Central Bank of India or the Punjab National Bank is, but 
at the time they started, they performed various functions. What makes, 
you think that the position of our joint stock banks is nut strong enough 
to take on such functions?—If you rend the history of German banking at 
that time, you would find that those banks were trying to develop their 
business on all possible lines and they were co-opei'ating with the growing 
German industries and their development was very slow and gradual. The 
industries in Germany at that time were small. 

Our industries are small—Take the Bombay cotton mill industry and 
the capital of the Bombay cotton millowners in comparison with the 
capital and reserve of tin* Indian joint stock banks in Bombay, and take 
the small industries in Germany at that time, i.c., ]848, when somij.'of 
the industries had only 15 workmen. There is a huge industry in India 
and there is not a single real Indian joint stock bank. How can you link 
up these big industries with these small joint stock banks? 

7822. But my only fear is that in resiling from the position which yoa 
took up in your memorandum you may be making a still greater mistake. 
I gave you the names of the banks which do not exist at the present day— 
They have been amalgamated. 

7823. Take the case of the Deutsche Bank which was started about 
1870. Do you think that the position of the German industry and the 
position of the Deutsche Bank are not on a par with the position of the 
Imperial Bank and the position of the Indian industry?—That was a 
parallel movement and this would be a sudden change. That was an 
organic growth, organic relationship slowly developed, whereas in India 
the education and icTeiis of the banker are based on the ideas of British 
commercial banking. We have only small hanks in India but there are 
big industries, and even in Bombay or Bengal there is no real Indian joint 
stock bank. 

7824. Chairman: We are not concerned at the present moment with 
industries. You said that yo\ir objection to the Imperial Bank, even though 
it may be an Indian joint stock bank, being allowed to take up foreign ex¬ 
change business is that it would swamp the other Indian joint stock banks 
as its resources are much greater. Even when it is shorn of the Govern¬ 
ment balances on the establishment of the Reserve Bank, it will still com¬ 
mand the largest portion of the deposits which any Indian joint stock 
bank can command and therefore vou arc rather apprehensive as to what 
may happen to the contemplated activities of other Indian joint stock 
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banks in the realm of foreign exchange. If I have understood you correctly, 
th?»l is your precise objection?— Yef. 

7825. Do you think that, apart from the Imperial Bank, any Indian 
joint stock bank is in a position to carry on foreign exchange business 
successfully in competition with the foreign exchange banks on account of 
its being well-established and commanding large resources?—This refers 
again to import bills. If the Indian community will give its business to 
the foreign exchange departments of Indian joint stock banks, they can 
naturally be developed. 

7826. It is a question of choice. There are two aspects. There is, 
firstly, a bank; it may be the Imperial Bank or it may be a foreign ex¬ 
change bank. These institutions, on account of their long period of 
establishment, the large resources which they command and the confidence 
of the Indian public in them, are in a strong position. Even if rupee im¬ 
port bills could be started (and you admit there are difficulties in the way 
of starting them) the position in India being ns if is, would not the bulk 
of the work go to foreign exchange banks if the Imperial Bank is debarred 
from embarking on foreign exchange business?—It will depend on the 
question whether Indians would give their business to Indian joint stock 
banks. 

7827. But you yourself said that you were trying to compare the 
Imperial Bank with an Indian joint stock bank which was coming into 
existence much later than the Imperial Bank, that it is because of the 
long standing of the first bank that it has public confidence and that its 
resources arc much greater than those of any of the smaller banks. If 
that is so, even when you have rupeo bills, naturally the Indian public 
wo\dd have rtufoursc to that bank in which they ha^e the greatest confidence 
and if they find that the Imperial Bank is debarred from doing business, 
would they not have recourse to foreign exchange banks?—If T would go 
into this matter in detail, it would lead me to political questions. 

7828. I do not want any discussion on the political question. Your 
anxiety was that Indian joint stock banks should develop their foreign ex¬ 
change business. There may bo a certain amount of political element in 
it, but I am not going to argue the political aspect of the case. My sole 
point is why the Indian joint stock bank should not be allowed io take 
over the foreign c.xchange business ns was indeed contemplated in the Bill 
referred to? Why should not that idea be pursued so that India may have 
at least one joint stock bank which at tho present moment possesses re¬ 
sources large enough to enable it to compete on even terms with foreign 
exchange banks? What would happen to Indian joint stock banks is, to 
my mind, a subsidiary question. They can stand on their own legs, attract 
more confidence and develop their foreign exchange business. As it is, I 
know that two Indian joint stock banks have started foreign exchange 
business, but w'hy should the strongest Indian joint stock bank be debarred 
from taking part in foreign exchange business?—I am always against artifi¬ 
cial State aid. The Imperial Bank, by the 1920 Act, became the strongest 
institution in the coimtry. Even if this Act is changed, it would still be 
the strongest institution. It would lead to that banking monopoly about 
which the British economic world was so much frightened in 1918. There 
v^ould only be one bank in India and no other bank. 

7829. Sir Purshotamdas Thakurdas: Is it your intention that after the 
Reserve Bank comes into existence, even though the Imperial Bank may 

Von. m 8 E 
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not have Government balances in the same way as it has to-day, there 
should be a bar imposed on it by Government through legislation that it 
shall not do exchange business?—^Yes. 

7830. It would be, if I may say so, absurd and it cannot be done. Has 
it ever been done in any country? 'J’he Imperial Bank belongs to the 
shareholders. Government withdraw the support which they have so far 
given. By what measure of equity can Government or the Legislature 
impose a bar on it? If an 3 'thing more was proposed to bo given to the 
Imperial Bank by the last Bill of 1927-28, it was for the purpose of certain 
services which that Bank was asked to do. But how can 
the Legislature or Government or anj'bodv' who understands finance put 
on a private institution a prohibition that it shall not deal in exchange 
business?—The Imperial Bank would even then be not a private institution, 
because it will also have to do the I’reasury business for Government. 

7831. It may do it or it may not do. The Imperial Bank is an entity 
owned by the shareholders and I would like you to consider how in equity 
you would justify any interference b\' Government?—To explain that, I 
would go further with my suggestions. In connection with agricultural and 
industrial banking, I have my scheme that, as the Imperial Bank is at 
present the biggest hank. State aid to industries and agriculture should 
be administered by the Imperial Bank. The Imperial Bank will thus 
make large profits. 

7832. Therefore your idea is tliat in order to prevent the Imperial 

Bank from doing exchange business, Government should give it a quid 
pro quo in other directions?—Not that. f-' 

7833. Supposing the Imperial Bank wore not so employed?—As one 
of the greatest Indian merchants said, there is such an amount of goodwill 
in the Imperial Bank that this goodwill and their huge and reliable organi¬ 
sation of administration can be best used for the development of Indian 
iudiistry and agriculture in the way of financing them. 

7834. Therefore, your reply is that you would recommend the Imperial 
Bank being prevented from doing exchange business, because it will have 
to do some other business?—Yes. 

7835. If all Government connection is to be cut away from the 
Imperial Bank, thc 7 i 3 'ou cannot prevent them from doing exchange 
business?—From a legal point of view, you arc absolutely right; but why 
should such a huge institution throw awaj- business and bo a plain bank? 

Bv asking the question which I did, T only wanted to clear up one or 
two implications in your reply. It does not mean that I approve of the 
Imperial Bank being asked to do it or not to do it. 

7836. Mr. Manu Subedar: Yovi know the present position of the ex¬ 
change business in India, namely that it is entirely in the hands of foreign 
corporations established in this country?—^Yes. 

7837. You also know that one or two Indian joint stock banks have tried, 
or .'ire trving to get into the exchange business; that is also your pro¬ 
posal and you consider that it is the proper thing to do?—Yes. 

7838. I shall mention to you two or three difficulties which have been 
brought to our notice in the course of our discussions in the way of Indian 
joint stock banks doing this business. It is said that co-operation is lacking 
between the Indian joint stock banks .and the foreign exchange banks and 
that the latter are making difficulties in the way of the former. In the 



851 


tield of insurance and other branches, whenever an Indian concern ifr 
started, the combined competition of the foreign institutions becomes very 
deadly. I do not know if you are aware of the history of these venture* 
•by Indians during the last 30 years in India and how every time most deadly 
■and unfair competition has been offered against Indian institutions. 1 put 
it to you ihat if a Swadeshi bank came into existence, most deadly com¬ 
petition would be offered to it. Suppose there is an exchange market, it 
must go to the market to buy and sell. If people refused to sell to the 
Hwadtsh.i bank oi- to l,>uy from them, how would it operate?--In this con¬ 
nection, I have to refer to the history of the development of, what' you 
call, foreign exchange business in India. In the old times there were only 
four or five banks, but to-day there are about 17. These old banks were 
surely not delighted to see the coming in of a Dutch bank and when the 
first Dutch bank was here, they were not delighted to see a second Dutch 
hank come in. Similarly, they were not delighted to see the first Japanese 
bank come in and when the first Japanese bank was here, they were not 
delighted to see a second Japanese bank come in. So if there are the 
Dutch, French and others competing in this market, there would not 
naturally be very much opposition against the Indian joint stock banks. 

7839. I shall tell you other directions in which difficulties were placed 
ill the way of the Indian joint stock banks. Suppose an Indian bank took 
export bills and sent them to London for collection and re-discounting. I 
am told that such bills emanating from an Indian bank and accepted by 
one of the big five, banks in London were refused re-discounting facilities 
by the Bank of England?—There arc big markets in America, Holland, 
Switzerland and everywhere in the world. It all depends on the .standing a 
man can achieve for himself. 

7840. An Indian joint stock hank which tries to do foreign exchange 
business and not liaving a branch in London has got to work through a 
London bank and in this way the commission which is payable on these 
bills boeomes double and therefore it is not a jiractieal proposition?—The 
Dutch and Japanese Banks have no branches in England but 
still they carry ou business. T may further point out that the Dutch 
people have got their banks in this country and they came here when they 
had not their fellow-countrymen to rely upon for trade in this country and 
although then; is veia little trade -ivith Holland tbe.so banks hato been very 
-suecessful. 

7841. The Imperial Bank which is the most leading Indian bank in this 
country has gi'oatcr resources and it has got a branch in London and 
several witnesses Ix'foro us have considered thal the Impiadal Bank would 
be the nnl\ one bank which the exchange banks cannot rule out because 
the Tm])crial Bank will he able to hold its own against any competition?— 
1 am uriting a niemora.iulum. and referring to the immense resources of the 
Imperial Bank. T am of opinion that their very good organisation should 
be utilised for develo()m( ut of ludiiin industry and agriculture, not in 
a dangerous way, but under proper Government control and leadership. 

7842. That would mean that India would never be free from the ex¬ 
change bu.siness? 

7843. Chairman : You have got certain views but it is quite open for 
this Committee to decide which is the most important proposition. Suit- 
posing it considers that it is more important that the Imperial Bank should 
do exchange business by the grant oF certain Government help, what do 
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you say to that proposition? You do not want the Imperial Bank to do- 
foreign exchange business and you say that it would overshadow the other 
Indian joint stock banks, but in answer to the Deputy Chairman you 
said that you have other ideas about the Imperial Bank in connection 
with which it might receive Government subvention?—It may have other 
functions to do such as the development of industry. There is so much 
competition in foreign exchange business that it is not such a great business 
but if it had Government guarantee for the development of agriculture and- 
industry it would be better from the shareholders’ point of ■«iew. 

7844. The Indian exporter does not necessarily have control on hi» 
bills?—I have discussed this question with Indian exporters in connection 
with the question of development of Indian exchange banking and this 
leads again to the question which has been pointed out by Sir Purshotamdas 
Thakurdas about import rupee bills. There is such a deal of competition 
between sellers that hundreds of foreign agents are forcing ihemselves- 
upon Indian merchants and the latter can force the former to draw the 
bills in rupee on an Indian joint stock bank, and naturally the terms will 
be accepted. If you have rupee bills then it can easily be discounted in 
the Indian money market. Well then, that will again depend on whether 
these banks will be able to establish such a standing that they can command 
a good credit all over the world. 

7845. At present a large proportion of Indian deposits are going to the- 
various exchange, banks and they are using the Indian deposits for their 
purpose. A suggestion has been put to us by several Indian witnesses 
that there should be a prohibition by law against foreign exchange banks, 
obtaining deposits in this country as in other countries as that will add 
to the resources of the Indian institutions?—I cannot give any opinion oa¬ 
th at. 

7846. This is only an administrative measure by which the savings 
of India instead of going abi’oad can bo utilised in this country. Every 
country does this for its own protection whenever it considers necessary 
and the assumption is that prima facie these deposits will go into Indian 
hands?—If the Indian hanks will he of such a high standing then them will 
be no need for such legislation. T do not believe in legislation. I know of 
several instances where Rajahs and others are sending their money now io 
foreign countries. I am afraid some will also invest their money in gilt- 
edged securities. My view is that by artificial measures you cannot force 
people to choose their bankers. 

7847. At present there arc rupees 12.5 crores of deposits with Indian 
joint stock banks and Rs. 75 crores with the foreign exchange banks. The 
idea is that if the foreign exchange banks are prevented from taking 
deposits in this country, part of this 75 crores would go into Indian joint 
stock banks because if they are prima facie strong enough to attract 
Rs. 125 crores at present, they can very well take in Rs. 75 crores more?— 
T do not know. I may in this connection state, an incident that bnppended 
recently. A man came to me in khaddar and Gandhi cap and we spoke 
about banking questions. Ho showed me some of his accounts and I 
found bo was a client of a Dutch bank. T asked him “why don’t you 
support your own Indian banks?” This is again a political question and 
in reply be said: “I am sorry to say I have no confidence in an Indian 
bank: I do not want to lose my hard earned money”. Here you are. such 
being the state of affairs, how do you expect the money to come to you 
uy any legislation? 
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7848. The idea is to tell the Indian depositors you shall not put your 
money in foreign banks, take Government securities, industrial bonds or 
land mortgage bonds, take postal cash certificates or put your money any¬ 
where else?—That means to say, some portion of that money will go to 
the Indian joint stock banks. My point is that the money that now goes 
into the foreign banks is that of people who have no confidence in the 
present Indian joint stock banks and therefore it is difficult to make them 
invest in Indian banks against their will. I have studied the development 
of Indian trade and industries. Take the jute trade in Bengal. Messrs. 
Ealli Brothers and Birla Brothers have all built up an Bengal a very great 
business. As a matter of fact the Birlas are the greatest exporters after 
Ealli Brothers and they were not aided by any way by Government in 
building up their present business. I mean to say talented people will be 
nble to command confidence. Without talent nobody will be able to build 
up business through any artificial spoon-feeding. 

7849. Mr. Khaitan : 1 find you have got very strong ideas against the 
Imperial Bank doing exchange business. It has been represented to us by 
a large number of Indian witnesses that the position in India at present 
of the whole of its external trade being wholly financed by non-Indian 
banks is not good and therefore it has been suggested to us that some 
scheme should be devised whereby finances of external trade should, if not 
wholly at least to a good extent, be in the hands of Indian banks so that 
we have got to start from the fundamental basis that one of the functions 
of this committee should be to devise ways and means whereby at least 
some portion of the external trade of this country may be financed by banka 
which might be termed Indian joint stock banks. This is the fundamental 
basis upon which wo have got to proceed. It has also been represented to 
us on behalf of the exchange banks that the exchange business is carried 
on in great competition between the various banks that carry on exchange 
operations and we can for the sake of argument presume that view-point 
to be correct. Now it has also been represented to us by a prominent 
Indian banker that a b.ank in order to succeed in excl'ange business must 
receive the oo-operatiou of exchange banks. Otherwise if it carries on ex¬ 
change business it must be prepared to lose considerable sum of money fr)r 
some years to come. That is also a standpoint which we have got to bear 
in mind. Therefore we are faced with this situation. On the one hand, 
we want some Indian joint stock banks to enter into exchange business; on 
the other hand we have got to bear in mind what kind of competition the 
Indian joint stock banks that enter into the exchange business have got to 
face. I shall now quote some figures. Llyods Bunk carries on exchange 
operations in Ininia now. The paid-up capital and reserves of that bank 
amount to over £25 millions roughly Es. 34 crores. I will give you another 
case that of the Chartered Bank of India, Australia and China, whose paid- 
up capital is £3 millions which equals roughly Es. 4 crores while the 
reserve fund of that bank is £4 millions equalling 5 1/3 crores of rupees 
and in all it works up to Es. 10 crores. I will give you yet another case 
that of the Hongkong and Shanghai Corporation whose paid-up capital is 
over £2 millions which is equal to Es. 3 crores. It has a sterling reserve of 
£fi miilions equalling Es. 8 crores and then it has also got other reserves 
such as silver. These are the banks with which an Indian joint stock bank 
has got to compete in order to do exchange business. In the past we have 
'been told that the other exchange banks do not co-operate with Indian 
qoint stock banks in doing exchange business. In order to compete with 
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these big banks who have such huge resources as I have already mentioned' 
to you, do you not think that it will be necessary for the Indian joint stock 
banks to also have big resources?—Taking the negative side of the question 
you want legislation to be passed? 

7850. I am talking of a inire business proposition. I do not want to 
take you to politics or any controversial matters. I am only putting it to- 
you that India at the present day is faced with competition from several 
of these big foreign banks. Indian banks have got to carry on their business 
not in co-ordination with the exchange banks but have to do so against com¬ 
petition of these banks who have big resources. Please forget politics, 
please forget patriotism of the Indians to their country. Please look at it 
from the point of view' of a pucca business proposition?—I must at least 
be RlloAved to quote the jute industry. Your firm Messrs. Birla Brothers 
have been able to build up so huge a business against foreign competition. 
Again take the case of Italli Brothers w'ho arc not helped by British firms 
but still they are thriving on very well in this country. T can only say 
that under more national conditions it is quite natural that gradually 
Indian banks will grow much stronger than they are today. 

7851. I do not know if you are aware of the. amount of resources that 
Birla Brothers had to bring into play in order to become big exporters? (No 
answer). 

7852. Chairman -. Mr. Khaitan’s specific question w'as; should not an 
Indian joint stock bank, if it is to compete successfuly with the foreign 
exchange banks, possess large resources?—^I agree that in order to compote 
any big export and import business such as jute would have to put 
enormous resources. 

7853. Mr. Khaitan: When you say that the Imperial Bank should not 
be allowed to do exchange business you put it on the ground of having a. 
very soft comer in your heart for the Indian joint stock banks—Yes. 

7854. You put it on the ground that if the Imperial Bank' engaged in 
exchange business, the small Indian joint stock banks woiild never Dc able 
to develop exchange business'?—Certainly. 

7855. Would not that argument apply to internal trade as well? If 
the Imperial Bank were allowed to develop internal irade with its huge 
resources, would it not stand in the way of other Indian joint stock banks?— 
This complaint has already been raised. 

7856. I am asking simply whether the Imperial Bank by engaging itself 
in internal trade will not stand in the way of the small Indian joint stock 
banks developing internal trade?—It will. 

7857. So you think that the Imperial Bank should not do exchange 
business. It should not do commercial business?—I do not mean to say 
that it should be closed down. The charter of the Imperial Bank will only 
be really changed after a new Beserve Bank has been established. It will 
then have to face competition along with other joint stock banks, when 
it wall no longer have the use of free Government balances. Take the 
managers of the various exchange banks in India. They have not been 
brought up in this line without previous training. It is, therefore, quite 
impossible that the exchange business of the Imperial Bank will be very 
successful. 

7858. You mean to say that the Imperial Bank will not be successful! 
owing to the exchange business?—^Tt will be a failure. 
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7869. At first you said that the Imperial Bank will be able to do it 
successfully while other pint stock banks will not be able to do so well?— 

I said more successfully than other joint stock banks. 

7860. Either the Imperial Bank will be successful or it will not. I 
want a definite answer to this question?—It will have awful difficulties. 

7861. You think that even if it is unsuccessful, it will become a serious 
competitor in the Indian market?—Yes. 

7862. You have said before that exchange business required very great 
technical knowledge and skill and that the present exchange banks with 
their long standing and experience arc alone able to do exchange business 
and that other banks will find it difficult. Will it not bo easy for a bank 
with vast resources to engage people of technical skill in order to carry 
on business? You know technical skill in these days can bo bought?—It is 
not likely enough. A certain organisation must be built up and personally 
I am for the gradual development of Indian economic life all round. What 
you suggest will be a sudden jump, and a revolutionary reform in Indian 
banking. 

7863. Chairman: Supposing a man starts a huge industrial concern 
to-day. Is it a slow development or a sudden jump?—It wil] be a sudden 
jump if he is not connected with industries or with any bank. 

7864. Mr. Manu Suhedar: Would not the lleserve Bank which you are 
very strongly in favour of establishing require a high order of akill, person¬ 
ality and organising capacity ?—Much higher. 

7865. And you do not deprecate the establibhment of the Reserve Bank 
but you urge it as a primary necessity?—^Yes; even if it is a shareholders’ 
bank it is under a special charter from Govenunent. As regards the 
question of technical skill of a high order, I have said that il you have a 
magnitieent Reserve Bank and you have very great men drawing Rs. 10,000 
or S i as managing governors, it may be a failure as it has been in South 
Africa. 

7866. Chairman : I take it that you do not like big jumps. You prefer 
a slow and steady development and in that connection you mention the 
case of the Japanese Bank. I think you know full w'ell about the growth of 
the Japanese Bank. Y'ou know that, when it was founded. Government 
not only subscribed onc-third of its capital but also gave it every kind of 
encouragement?—It would not have been successful without Government 
help behind it. 

7867. Do you suggest that the Imperial Bank should be allowed to 
take up exchange business if Government help were behind it? If the 
Imperial Bank had some sort of Government assistance and Government 
control, even if the Reserve Bank was established, you would not, in view 
of the experience of the Japanese Bank, object to its taldng up foreign 
exchange business?—If Government would like, to consider that a proper, 
strong and big bank carrying on exchange business should be established, 
I maintain my view that the Indian joint stock banks will never be 
able to develop their business. 

7868. Therefore, what Japan did in 1900 was not, in your opinion, fully 
in the interest of the country?—I have heard complaints from the Japanese 
Banks. 
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7869. My simple question is whether, in your opinion, what Japan did 
at that time was a correct course of action?—It hampered the natural 
development of the other national companies in Japan. I have heard 
complaints about them. 

7870. Therefore, js it your opinion that the action which Japan took 
in 1900 was an unwise course of action?—If you want to develop only one 
strong bank, I would say that it was sound in that sense; but if you want 
a general banking system to be developed, such an action in India would 
defeat the object. 

7871. You say, Dr. Lemenyi, that Japan wanted to have a foothold 
in the foreign exchange business. They, therefore, actually subsidised one 
bank so that it might acquire a foothold in the exchange business. In 
your opinion was the action taken by Japan unsound and against national 
interest?—On broad views it was not unsound but taking the position of 
other banks into consideration it was undesirable. 

7872. Chairman: Let me sum up your chief points thus. You are 
anxious that Indian joint stock banks should take their proper share in 
the exchange business of the country; you do not want the Imperial Bank 
to take up this business; you have other proposals which will have the 
effect of preventing the passing of exchange business into the hands of the 
Imperial Bank because you apprehend that that will result in the Imperial 
Bank securing a monopoly and that no joint stock banks will be able to 
secure any substantial share of that business?—I agree to that. 

7873. You have to some extent modified that view by saying that from 
the broad point of view it may be desirable to allow the Imperial Bank to 
take up foreign exchange business?—Yes. 

7874. At the same time you are opposed to any action being taken with 
a view to allowing the Imperial Bank to take up exchange business?—For 
the simple reason that it would stand in the way of the other Indian joint 
stock banks. 

7875. Y^ou are opposed to legislation on the subject because you think 
it will fail to achieve any definite or concrete purpose?—Yes. 

7876. Now, as regards agricultural credit^ have you got any new ideas?— 
I withdraw my suggestions laid down in my statement of evidence that 
Joint Stock Banks should open Mortgage Departments or that Land 
Mortgage Banks should bo established working on the joint stock principle. 
Considering Indian conditions, the entire system of agricultural credit will 
have to be organised by the Central Government and carried out by the 
Provincial Governments and a uniform type of debentures should bo issued 
only. I think that the Government of India or any Government in this 
country will be sufficiently strong to tackle such a matter, and being a ques¬ 
tion of the development of economics it should not bo banded over to 
private joint stock banks. I would also suggest that the handling of the 
land mortgage debentures should be given to the Imperial Bank because, 
as I have said, I am opposed to new banks. The Imperial Bank is a very 
good and reliable organisation. It should be utilised for the administra¬ 
tion of such a business which is far more important for India than the 
little exchange business that there may be. Moreover, there will be less 
risk owing to Government guarantee. 
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7877. What are your views about the establishment of land mortgage 
"banks?—I have gone through the Provincial Banking Committee’s reports 
and I find that the Central Provinces Committee is the only Committee 
which has gone into the details of the question of the establishment of 
agricultural banks 

7878. What the Central Provinces and other committees have said is 
already before us. Have you got any views of yours?—Only that a uniform 
type of debentures should be issued. 

7879. Have you studied the system of co-operation and rural finance? 
—No. 

7880. Therefore, I suggest to you that you art' not the fit person to 
■express any opinion on this subject so far as India is concerned. In the 

Central Provinces there is no land mortgage bank but in other provinces like 
Bombay, Madras and Punjab there are in existence land mortgage banks. 
The position has further been examined by the Agricultural Commission. 
If you have got no personal experience of these c.o-operative institutions 
•or co-operative laqd mortgage banks, I should lea\e out of discussion the 
question of these co-operative institutions?-—I did not discuss co--operative 
questions. 

7881. You have already said that there (“,an be laud mortgage banks 
■on the co-operative system and you have also said that you do not object 
■to an ordinary commercial bank having mortgage departments ?—No, some 
of them are actually doing it now. I maintain my views laid down in 
.my statement of evidence that the establishment of big industries in India 
-can only be undertaken by the firms commonly known as “Managing 
Agents’’. There is no such possible type of an Industrial Bank which 
■could float big Industrial Companies. The initial capital will have to be 
provided by the Managing Agents as done up to now. Various banks, 
if banking and discounting of bills is on a proper footing, will be able, as 
a rule to provide the required working capital. On the other hand the 
■establishment of an All-India Industrial Bank under Government control 
and guarantee is necessary, in order to be the “Reserve Bank” of the 
M.anaging Agency system, providing capital chiefly for extensions and 
emergency cases and issuing a uniform type of debentures against the 
above loans, i.e., it would he a kind of Industrial Mortgage Bank. This 
Industrial Bank should have a branch in every province. Further the 
Industrial Commission have said that “wc do not feel that we have 
sufficient material before us to enable us to formulate a definite scheme 
for Industrial Banks. We ask, therefore, for the appointment at the 
earliest possible date of an expert Committee to consider what additional 
banking facilities are necessary for the initial and for the current finance 
of industries; what form of Government assistance or control will be required 
■to ensure their extension on sound b-asis”. 

In reply to this question of the Indian Industrial Commission, I beg 
"to state the following: To analyse the question of Industrial banking, we 
have to separate the various functions of industrial banking, or, let us 
call them, industrial activities which are the following; — 

Firstly, floating new companies by issuing and selling shares; 

Secondly, supplying industries with working capital; 
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Thirdly, finding new money for extensions fnew machinery), by 
raising the capital and selling new shares, or issuing deben¬ 
ture bonds. 

Fourthly, maintaining and regulating these shares and debentures in 
the share market or stock exchange; and 

Fifthly, taking over industrial undertakings which are already in 
existence as I have described in my memorandum, where the 
existing industries are linked up with all kinds of the Managing 
Agency system. 

I would suggest that the first, second, and third should be handled by the 
Managing Agents and that the industrial bank should only be a kind of 
reserve bank on the top of the ^Managing Agency sj'stem which would help- 
the Managing Agents in two cases: Firstly, if they are short of working 
capital and are unable to get it from a bank, the industrial bank, under 
Government guarantee and control, would come to their help. Secondly, 
and this is the most important, where an industry wants to make extension 
or buy new machinery and has to get money On block account and when 
the Managing Agents are unable to float now debentures, the industrial 
bank will have to find out whether the industry is a sound one and then 
it would help the concern by giving it loans under the guarantee of Govern¬ 
ment which would be taken as securities and surely taken up by the Indian 
money market, tlases of failures and liquidations would also coihe uj) 
before the industrial bank. If the industrial bank finds it unreasonable 
to help a particular industry because of its working on an unsound basis, 
liquidation would take place under the leadership of the industrial bank. 
You know That if lit^uidatiou is too (juick, perlui])s tlie assets have to be 
sold too quickly and therefore the industrial bank should help the liquidation 
or if it could be amalgamated willi another suitable industry, it should 
carry out the amalgamation. Eegarding small industries, the Director of 
Industries of one of the provinces was good enough to give me various- 
suggestions and I consider that the financial a’d to small industries in 
India will have to remain in the hands of the Industrial Departments of 
the Provincial Governments which should be developed on fairly practical 
lines. These are my suggestions regarding industrial banks. 

7882. Dr. Hyder: Y'our idea is that the Managing Agents should occupy 
the position of Industrial banks?—They are occupying it at present. 

7883. Therefore, they should continue to occupy it?—The industrial 
activities of the Managing Agency system in India are absolutely similar 
to the industrial activities of the big banks of the mixed ly])o. in Fjurope, 
as I have described them. 

7884. If I may suggest to you, you have enumerated certain functions 
which are performed by banks on the; Continent. You say that those 
functions are being at present performed by the system commonly known 
as the system of Managing Agents?—^Y’es. 

7885. And your opinion is that this system should continue?—Yes. 

7886. Is it the best system?—I have pointed out that the Managing 
Agency system has been criticised on account of certain disadvantages as 
the industrial activities of banks in Fjurope have also been. As long as we 
have human institutions, they wdll always have some advantages and some 
disadvantages. The big banks in Europe are also constantly accused of 
making profits, taking out money from industries, charging very high com- 
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missions; all these charges are usually made here against the Managing 
Agents. There is no difference, except that in our country the industrial 
activities are stronger and there are big banks who carry out those activities. 
Therefore, I have suggested that there should be a Eeserve Bank in India 
for the Managing Agency system. 

^887. Mr. Manu Suhedar: Would you allow the Managing Agents to- 
lio direct to the Eeserve Bank?—No. 

?888. I take it that the Eeserve Bank would be a bankers’ bank and 
would only deal with banks?—The Managing Agents would be accepted as 
X commercial firm. 

7889. Would you allow a firm like iMartiii and llo. to de-discount their 
bills directly ?—Not in any case for the first five years. 

7890. But would you allo-w?—If that were done, an agitation would 
jmmediately be started that the Eeserve Bank is competing with every 
other bank. 

7801. You know there are large Managing Agency firms and small 
Managing Agency firms. Would you make a distinction?—No. 

7892. But there are Managing Agents of small companies, with a capital 
of say Es. 50,000?—I would never mention the words ‘Managing Agency’ 
in an Act or Bill. It is one of the business institutions in India, but there 
is no great difference between a larger and a smaller iirm a legal point. 

7893. What is your method of linking up the Eeserve Bank with 
industrial finance?—Supplying the industries with working capital would 
be usually done through the joint stock banks. 

7894. Not through the Managing Agents direct?—That is impossible. 

7895. But you say that after five years they could go direct to the' 
Eeserve Baixk?—The Eeserve Bank later on could also do open market 
operations and then they could buy directly, but for these acceptances two 
signatures would be required. 

7896. Chairman: We arc dealing only with the big industries and not 
with the middle-sized or small-sized industries, in the case of which now in 
many places finance is supplied by Managing Agents. Is it part of your 
scheme that in future working capital will not be supplied by Managing 
Agents, but only by commercial banks?—It w'ill be supplied through the 
Managing Agents. 

7897. It will be supplied by commercial banks through the Managing 
Agents as a rule?—Yes. 

7898. Therefore, the Managing Agents usually will not supply capital 
for working expenses ?—They will; it is a kind of banking, but not regular 
l)anking. Let us say, there is a Managing Agency fimi and a cotton mill. 
The cotton mill sends all kinds of goods to the dealers, gets drafts and the 
drafts will have three signatures. T.he Managing Agency will go to a 
bank, because I believe the Managing Agent would not allow the mill to 
go direct as he w'ould w^ant to make a profit on the transaction. 

7899. Therefore, your pi'oposition is that, initially, the industrial con¬ 
cern should go to its Managing Agent for its working capital?—Yes. 

7900. If the Managing Agent finds it difficult to supply the working 
capital at any stage, it will take the concern to the industrial bank?—^Yes. 
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7901. From that point of view, the Imperial Bank is actually doing that 
work at present?—Yes, therefore I suggest that the industrial bank should 
be a department of the Imperial Bank. 

7902. I am trying to find out what additional duties you want to 
impose on the Industrial Department of the Imperial Bank? In regard 
to the provision of working expenses, the Imperial Bank is already exercis¬ 
ing that function, provided the security is adequate. Other joint stock 
banks are also exercising a similar function. Is it part of your scdieme that 
other joint stock banks should in future be precluded from doing that work? 
—No, it is not. Any bank will give money' to a Managing Agent, if he 
values him as a client, or they will take deposits also, as at present. 

7903. Therefore, there is no special feature in your scheme so far as it 
relates to working expenses?—This industrial department will have special 
experts who would decide whether for the sake of building up an Indian 
industry it is absolutely necessary to render some assistance regarding 
working capital, i.c., daily expenses. It may happen that an industrial 
concern gets out of funds and cannot get money anywhere and thus become 
bankrupt. The Imperial Bank is not forced to go to its help and supply 
capital if it does not want to. But it will be done under Government 
assistance and loans would be given as under the State Aid to Industries 
Act. 

7904. In order to make the issues clear, I had separated the working 
capital from the capital for initial block or for extensions to block. In 
regard to capital for working expenses, is it your proposition that the 
Industrial Department of the Imperial Bunlc should in future grant an 
advance on less satisfactory securities than it now does? The Imperial 
Bank does it now if there is adequate security, and unless you are going 
in any way to modify the nature of the security, there is no special feature 
in your scheme?—There is in emergency cases. 

7905. In emergency cases, it gets temporary accommodation. The 
industrial concern may be saved from having to go into liquidation. In a 
case of that sort, on what security w'ould either the present Imperial Bank 
■or the Industrial Department of the Imperial Bank give an advance?—This 
would have to go before the Banking Board or a combined Banking and 
Industrial Board and they would decide that the industry being in a bad 
position a few lakhs should be given for a few months until the concern wa« 
able to export and sell the goods and put itself on a sounder basis. But 
this case would not be such a secure one for the existing banks to give 
money. 

7906. Therefore, in the case you arc referring to, it is really Govern¬ 
ment assistance that is given. The Industrial Department of the Imperial 
B|ink, by itself, would not give the assistance?—No, it would have to be 
■sanctioned by a higher Board. 

7907. That is the only special feature in your scheme in regard to 
working expenses?—Yes. 

7908. I shall now come to block capital in which I shall include capital 
for extensions or improvements to block. At the present moment the 
concern itself raises the money by share capital or it gets it from 
the Managing Agents, who may thereafter float debentures. What would 
the position be under your scheme? Who will supply the initial block 
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capital?—The initial block capital would always have to be supplied by 
Managing Agents or the industrialists who want to float the industrial' 
concern. The Industrial Department would not float new companies. We 
have agreed that the only right men to float new industries are successful* 
old industrialists. 

7909. I understand your idea to be that the initial capital for block 
should be supplied by the people w'ho want to start the concern?—Yes, 
let us call it private enterprise. 

7910. I would not rather use the words ‘private enterprise’. It will* 
have to be supplied by shares or by the Managing Agents.—Not in all cases. 
Suppose the person concerned has some good friends who come to assist 
him. In a way they will become directors and perhaps they will have 
some shares, but the greatest part of the capital will belong to .one man. 

7911. As soon as you try to make it a joint stock concern, there must 
be shares?—Big industries are sometimes privately owned. 

7912. I admit there would be a certain amount of private capital but 
in all cases it might not be private capital. According to your ideas at this- 
st.age, the industrial bank will not render any assistance?—No. 

7913. The concern is floated and then it finds it wants additional 
capital for extension or improvement of the block. What would be your 
procedure? Should they not in the first instance try to raise the capital, 
again through private sources?—That vvae my suggestion. 

7914. But if they fail to do so, then they should approach the Industrial 
Department of the Imperial Bank. Is that the idea?—^Yes. 

7915. And on what security will the Industrial Department of the 
Imperial Bank advance that money?—Perhaps you may have to change the 
machinery, the old generator is breaking down, or you want a new steam 
engine. It is not an extension or improvement always. 

7916. Let us add the word ‘renewal’ ?—There must be an industrial 
expert and a financial expert, these experts will make an enquiry whether 
it is necessary fdr the mill to change the machinery, and whether the 
Managing Agents are incapable of raising money by issuing debentures or 
raising the share capital and selling shares, etc. The experts may refer the 
matter to a higher Government Board and submit a report. The Board will 
have to decide whether the loan is really secured by the mortgage of the 
new machinery and whether the concern should get the loan or not. Such 
a loan could be issued as gilt-edged securities. 

7917. In certain cases there may be actual security that is what you 
call the plant and machinery, existing. The mortgage of the existing plant 
and machinery may form the basis of the security. I admit it would be 
necessary to take expert assistance, but if it is found that even with that 
assistance, the industrial concern cannot be run successfully, the plant 
and machinery which is offered as mortgage security will be valueless and 
there is no real security behind the loan.-—^The new machinery which may 
be bought, say, for 30 lakhs would be a secmity to a great extent. 

7918. Will that be an adequate security? If the particular industrial 
concern cannot, with the help of the new machinery, run the industry 
successfully, will that new machinery have any marketable value?—^The 
new power house, turbine generator or the textile machinery can always 



be sold at a certain loss. Moreover, the experts would decide whether the 
security of these is reasonable and limit the amount of the loan accordingly. 

7919. There come in the experts> and the decision would be taken with 
reference to the advice of the experts. Therefore the fact that the 
machinery is there to provide security for the loan will not by itself be 
adequate.:—Yes, it is to bo based on the experts’ opinion. 

7920. You are probably aware that even in a case like that, the 
Imperial Bank might make advances, not on the security of the plant, but 
on personal security. Is that not correct?—They might give clean 
• credits. At present the clean credit is first given for six months, 

but in practice it is thereafter renewed and I believe there 

are cases where the credit has gone on from year to year. 

The Imperial Bank and joint stock banks actually give that credit 
on the mortgage you are referring to. Therefore even at the present 
moment, there are facilities for getting that credit.—Yes. 

7921. You say this work should be concentrated on industries.— No. 

7922. Where would the change come in? Is it again Government 
assistance?—Yes. 

7923. It is not a case of concentration.—No, if he can find money from 
the Imperial Bank, it is all right, but he is incapable of getting it. 
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7924. According to your ideas he must first approach the Industrial 
Department of the Imperial Bonk.—Only in emergency cases. 

7925. He wants to renew his machinery and he naturally first 
approaches the Industrial Department of the Imperial Bank?—But if he is 
very friendly with a joint stock banker, he will naturally go to him. 

7926. Suppose he has goue to the joint .'stock banker and failed. He 

comes to the Industrial Department of the Imperial Bank. That Depart¬ 
ment will not work in water-tight compartments. The Imperial 

Bank as a whole will then take the proposition and it may or it may 

not agree to advance money on clean credit. 'If it agrees to 

advance money on clean credit, there is no trouble, but if it 
does not, then the experts come in and the real point is 

that on his advice the Imperial Bank goes up to Government 
and says, “now, will you in some form or other guarantee this advance?” 
Is that not so?—Yes. * 

7927. If Government agree to give .i State subsidy, whatever the form 
may be, then only will the Imperial Bank finance the concern.—Yes. But 
the Imperial Bank can always get the money back through selling the 
<iebenture bonds. 

7928. Your main idea is that where the Iiuperial Bank coiues to the 
conclusion that there is not adequate security on which ifc can give an 
advance it puts forward a scheme before (lovernnieot and tolls them if you 
will provide State assistance of some Idnd or other we can give the 
required assistance to these particular industrial concerns and that will 
help in tiding over n diffic.nlt period and will avoid going into liquidation.— 
That is my idea. i 

7929. Therefore it is really the question of Government assistance?— 
Yes. 
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7930. We now come to the nature of Government assistance. Your 
idea about Government assistance is that the Imperial Bank having given 
■the advance, the Government will replace these advances in the form of 
a guarantee of the debenture. W^ll Government guarantee interest or 
capital as well on the.se debentures?—I think guarantee should be for 
■capital as well as interest. 

7931. Therefore if that guarantee is for both capital and for jinterest, 
is it substantially different from a Government loan?—It is exactly the 
same as Government loan. 

7932. Therefore the introduction of this complication of the debenture 
bond is not really helpful. It is pure and simple a case of Government 
loan?—Cannot Government lend money out of their revenues. 

7933. All Government funds are not utilised in the form of loans. You 
-are now' confusing the issue with the State aid given to industries in the 
provinces?—I am sorry 1 have not yet gone into the detailed study of 
Goverrunent finances. I have not had time to study these things although 
I have been spending several hours a day to study banking problems in 
this country. 

7934. Government will have to raise money by loans. It will compose 
of several items like railways, irrigation, and for grant of casual assistance 
to industries, etc. They will then decide how much money they should 
raise in the open market by way of loan to supply all these needs. As 
your proposition is that Government should guarantee both the capital 
and interest on debentures, is there any difference between that form of 
debenture and actual Government loan?—It would I think be slightly 
different from a raoney market point of view. I have not studied the 
system (jf Gove 2 -iimciit finances. 

7935. We fully realise the great amount of labour you have devoted 
to this subject. If you had simply said that you have not thought about 
it I would not have pursued this matter and it is only because you said 
that tile Goverument should guarantee the capital and interest on deben¬ 
tures that 1 had to pursue the matter. Is it your modified view then 
that iuterest sliould alone be guaranteed by Government? The Imperial 
Bank having lloated debentures on tlic guarantoe' r)f interest by Govern¬ 
ment will try to })ass those debentures in the open market. Therefore 
in the course of 20 years, if it is a good proposition, these debentures 
will bo coming into tiie market and then the point is that the Imperial 
Bank will liave a certain liability. If tlie concern is not good enough, 
the Imperial IlHiik w'ill not he ahle to pass the dehenturs'.s into the market. 
Therefore before the Imperial Bank makes any recommendation it will 
have to be careful. On the other hand if it is the tax-payer’s money pure 
and simple th(; lm|)crial Bank may not be so careful. The chances of 
Government losing that money (for which it guarantees capital and 
interest) would be much greater. On the other hand if the Imperial Bank 
has a joint interest in the business, i.e., even if tlie Government guarantee 
the interest, the bank cannot pass out those debentures into the market 
as people may be doubtful whether after thcB period of Govertunent 
guarantee is over, say 20 years, that security may have any value in the 
market or not. If you tell us what your precise views are in this matter, 
I think we shall have practically finished.—Origdnally 1 was against an 
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industrial bank. I thought everything should be done by private enter¬ 
prise. I now find that the Indian economic development can only re£dlyr 
be done with a certain amount of Government aid and I therefore came- 
to the idea that an Industrial Heserve Bank should be established for' 
rendering assistance to the industries. I had very little time to think over 
the whole thing. I agi'ee with your great experience of Governmental 
afiairs and I am now absolutely convinced that this part of my suggestion, 
is wrong and I now think that the State aid should be given by means- 
of loans to the Imperial Bank for the latter to advance industrial concerns 

7936. Therefore you advocate Government loans, pure and simple^ 
in emergency eases y—Yes. 

7937. You have said that you have changed your views. I am now 
on this question of big industries. May I suggest to you that your scheme- 
will not go towards the development of big industries because according 
to your ideas the initial capital must be found from private sources or from, 
the share capital. The working capital should be found on some security 
which may be provided for and according to you it is only in emergency 
cases that you want Government to come to the aid of that already 
established industry by means of Government loans?—Yes. 

7938. I shall now proceed to small industries. When you talk of 
small industries I take it you include middle sized industries. Now I want 
to find out from you what you really mean by small industries?—Big, 
industries would bo financed by the Government of India and the small 
industries would come under the i)urview of local Governments. 

7939. I request you to leave out of consideration the sphere of opera¬ 
tions of Central and Provincial Banks and confine yourself to elucidating 
what you mean by small industries?—Small industries are things like a 
small flour mill, oil mill and such other undertakings with small sums 
of capital. 

7940. I should like to know from you what your idea is about a- 
small industry?—This Board which has to deal with the question of big 
industrial finances, will have to decide, as courts of law decide the question 
of jurisdiction. 

7941. I am afraid it does not help to bring in constitutional questions. 
Would you allow the Imperial Bank to decide w'hether it is a big industry 
Or small industry. In tin- ease of big industries, you refer to such indus¬ 
tries like cotton textile mills, the jute mills or the iron and steel -works and 
so on. I wanted to know what you mean by small industries? If you- 
specify big industries and say everything else would come under small 
industries, it is an understandable proposition?—It would be difficult to- 
lay down any hard and fast rule like that because if some other industry 
has to be added to it then the Assembly will have to do so. 

7942. Leave out the question of constitution for the present. Ways 
and means would bo found to do so. If we pursue your idea and if we 
lay down a list that list can only be for the immediate future and if circum¬ 
stances require any additions it would be done. That is not a matter 
with which you or I need concern ourselves?—The question is how will you 
discriminate between big and small industries. I think you will have to 
make a limit in rupees with regard to the capital and other resources of 
the concerns in regard to this matter to differentiate between big and' 
small industries. 
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7943. Small industries according to your ideas represent indu&triei 
whose capital plus Eeserve funds do not exceed certain limits; if the 
Committee pursues your ideas, they will have to wotk out details?— 
That is so. 

7944. Dr. Hyder: On a point of procedure. Seeing that you have 
withdrawn portions of your original statement may I ask whether you wish 
to abide by it or do you want to abide by what you have stated before 
us now orally ?—My original memorandum stands as amended by my letter 
to the Chairman dated the 2.3rd September 1930 and my various personal 
statements amplifying the same. 

7945. There is no inconsistency, I hope?—It is for you to judge. I feel 
that Indian joint stock banks cannot be developed into such forms of 
European banks of the mixed type. 

7946. Chairman: You refer to dozens and dozens of Indian joint stock 
banks that have failed and state that the only possible solution of a further 
development is the extension of the surviving big banks and the expansion 
of their operations and that you disapprove strongly of the idea that new 
banks should be established. Do you still adhere to this view?—Absolutely. 

7947. And you are in favour of concentration of existing banks and 
not on new banks being started ?—That is so. 

7948. Mr. Manu Subedar : You said loans should be given by Govern¬ 
ment from the tax-payer’s money to industrial concerns. Would you 
suggest that these loans should be given to industries in cases of emergen¬ 
cies?—Yes, only in the case of emergencies. 

7949. Do you suggest that these loans should be given to industries 
which are established by foreigners in this country’?—I am afraid I cannot 
answer that question. 
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TWENTY SEVENTH DAY. 

Friday the 26th September 1930. 

Present : 

Sir Bhcpendra Nath Mitra, K.C.S.T., K.C.I.E., O.B.E. {Chairman). 

Sir Purshotamdas Thakuudas, Kt., C.I.E., M.B.E. (Vice-Chairman) 

Mr. D. P. Khaitan. | Lala Harkishen Lal. 

Mr. F. V. Eushforth. Mr. R. W. Buckeey. 

Mr. Manu Subedar. Mr. Jadu Nath Roy. 

Sir Hugh Cocke, Kt. Mr. G. K. Devadhar, C.I.E. 

Dr. L. K. Hyder. Mr. Nalini Ranjan Sarkar. 

Mr. W. Lamond. Mr. R. K. Shanmukham Chetty. 

Mr. V. K. Aravamudha Ayangau, M.A., C.I.E. ( Secretary ). 

Mr. R. P. Masani, M.A. (Joint Secretary). 

Mr. K. M. MacDonald, Managing Governor, the Imperial Bank ol India 
was examined. 

7950. Chairman : You say that fixed capital expenditure or block should 
in the first instance be met from share capital and later, if necessary, by 
issue of long term debentures. You say however that industrial company 
debentures are not as popular as they might be. Other witnesses have also 
endorsed this view and further submitted that it is difficult at present to 
mobilise capital for investment in the share capital of industrial concerns. 
In view of this w'ould you kindly tell the Committee whether in addition 
to the establishment of Investment Trust Companies any other steps 
should be taken in order to mobilise capita! for such purposes?—I think 
the first step towards mobilisation of capital for investment in industrial 
concerns should be in the direction of putting those concerns on a footing 
which justifies an appeal for capital from the general public. There are 
today certain industries which have placed themselves in that position, but 
as you know India is said to be at the beginning of an industrial era. It 
is certain that many attempts are being made to establish new' industries 
or to enlarge the field of those existing and I fear there is no way of escap¬ 
ing the experience of other peoples that the pioneers in such new ventures 
must be prepard to risk the loss of money before they will reap the reward 
of their efforts; it is after that e.xperience has been gained that an appeal 
to the public is justified and I do not think that any true Investment 
Trust or Industrial Bank would consider appeals for capital, before that 
stage has been reached, as business propositions. New industries are a 
field for private enterprise and in India as elsewhere it is a difficult matter 
to place them in a position in which an appeal to the public can be made, 
but once that position has been reached capital will not be found wanting 
as has been proved in the case of well established forms of manufacturing 
activity. The State Aid to Industries Act might be used in the earlier 
stages to give support but I would prefer to leave the matter to private 
enterprise which is more likely to lay sound foundations. I think it is true 
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that Investment Trusts and industrial banks follow the establishment of 
industries, they do not create them. 

practice of financing block expenditure from 
deposits from the public has on different oecasicns been a source of em¬ 
barrassment during periods of depression and cannot bo recommended.' It 
vrni been pointed out to us by the representative of the Ahmedab.id 

Millowners’ Association that the system has been put to test for the last 
^5 years and has succeeded so far and that so far as one can see, no change 
need be made in Ahmedabad. May I take it therefore that your sugges¬ 
tion that the practice cannot be recommended refers only to its adoption 
as a universal practice and that where it has been a success, you would 
not recommend its discontinuance?—I think the finance of industrial con¬ 
cerns by means of deposits is fundamentally wrong. Ifc ig fair-weather 
friend and the 25 years’ experience in Ahmedabad, successful as it has 
been, does not get over the fact that when bad times come as eome they 
must, the deposits are a serious danger in that they are liable to be with¬ 
drawn, They prevent the supply of banking and debenture capital becau.se 
the creation of charges over the assets of the company would result in the 
withdrawal of the deposits, and naturally the withdrawal of deposits will 
piobably only take place under conditions which will make other lenders 
chary of giving loans. Also interest on the depo&its must be paid whereas 
the share capital in place of which they are used could go without its 
•dividend if necessary. 

7952. We were told by the representatives of the Millowners’ Associa¬ 
tion of Ahmedabad that the practice has recently been started by which 
the managing agents take long term deposits—7 years is the period generally 
mentioned. The first part of your objection was based cn the undesirability 
of applying short term deposits to capital expenditure and thereby locking 
the money for a long period. If these deposits could be made into long 
term deposits, would your objection still apply ?—Yes, of course it is modi¬ 
fied to some extent by the fact that they are long term deposits, but even 
so, I think, that deposits which are really taken to take the place of 
share capital are objectionable on the grounds which I have already 
indicated. 

7953. If these long term deposits were intended to take the place of 
debentures, would your objection still apply?—Even such a term as 7 years 
is too short. If they are going to take the place of debentures, they 
should be for a much longer period. 

7954. For what period in your opinion would these long term deposits 
bo to make the transaction a safe me ?—I think 25 years would be a reason¬ 
able term for a debenture issue and I would apply that period to deposits if 
they were intended to take the place of a debenture issue. 

7955. So in your opinion the terms of the debentures should be 25 
years?—That is a reasonable period. 

7956. A smaller period like 10 or 15 or 20 years would not be a 
reasonable period?—I do not think 10 years is long enough. 

7957. But you would not object to such a period as 15 to 20 years 
though you would prefer 25 years?—Yes, 

7958. Sir Pursholamdas Thahurdaa: Where there are 10 year deposits 
they would not serve the purpose of the debentures in your eyes?—^The 
debenture has a definite mortgage over the property while the deposit 
has no specific security whatever. 
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7959. Tp that extent is ‘it not an advantage to the borrower; if you 
can get 10 year deposits instead of 10 year debentures, from the point of 
view of the borrower, it is better to take the deposits ?—On that ground, 
ye&. 

7960. If lately a practice has developed to issue 10 year debentures, 
you do not think that that is as good as a debenture which would servs^ 
the purpose of the industry correctly, namely, for 15 or 20 years’ term?— 
No, for it is impossible that the debenture can be redeemed in 10 years. 

7961. Chairmnn : As regards the establishment of Investment Trust 
Companies, would you kindly' explain to the Committee what practical steps 
should be taken for the establishment of such companies?—The true In¬ 
vestment Trust is the association of expert financiers and industrialists of 
the highest standing operating very often in a world wide field. They 
can only be successful when the knowledge, experience and ability which 
time alone can provide is available in combination with integrity and their 
organisation should in my opinion be left to the initiative of the class I 
have mentioned. 

7962. Are you aware of any such attempt being made in the past and 
with what result?— 1 am aware of only one or two Investment Trusts 
which have been or are operating in India. In every case except one they 
were private concerns on a small scale and their results vary in accordance 
with the energy and ability put into their management and the opportunities 
offered. The exception was a concern in Rangoon floated during a boom 
in shares about 1908—in the absence of the characteristics rnenti aied 
earlier the concern was not a success and had only a short life. 

7963. You say that the Indian investing public prefer a security which 
gives a prospect of capital appreciation. Do you think this is a peculiar 
trait of the Indian investor, which is not noticeable in investors in other 
parts of the world?—No. In every country there are investors who prefer 
a steady assured income and others who prefer the prospect of an increasing 
return and consequent capital appreciation or a capital appreciation which 
may be due to stock exchange operations. I am inclined to think however 
that the element of speculation has a great appeal to a ]ar^* 5 ^roportion 
of Indian investors—possibly a larger proportion than elsewhere. 

7964. Could you kindly tell the Committee from what classes investors 
in industrial undertakings are drawn in India?—Investors are drawn from 
a veiy wide field from independent Princes to the clerical worker in the 
cities. I doubt that the ryot or pure agriculturist is much interested, but 
the Calcutta and Rombay Stock Rxchanges could give you reliable infor¬ 
mation on the point. 

7^65. You say that loans from banks are usually secured by a charge 
over stocks accompanied by the guarantees of third parties. It has been, 
suggested that it is rather unreasonable on the part of banks to insist on 
additional guarantees by third parties in cases where loans are already 
secured by a charge over stocks. Could you kindly tell the Committee the 
reasons for asking for such additional guarantees on the part of (1) the 
Imperial Bank of India and (2) other joint stock banks?—In cases where 
a pledge on stocks is given it is not usual to require the guarantees of 
third parties. A ‘charge’ however is a very wide and elastic terra which 
embraces pledges hypothecations, liens, mortgages equitable and registered,, 
etc., and according to the ideas of the individual the term may refer to 
any of them, although the security given by each may be entirely different-j 



869 


So far as the Imperial Bank is concerned a guarantor is only required when 
the so-called charge is not a sufficient security in itself. I cannot say what 
reasons move other banks in the matter. 

7966. The Committee have been informed by some witnesses that re¬ 
cently there has been a stiffening in the policy of the Imperial Bank in 
regard to the grant of financial facilities to industries in Bombay. Could 
you kindly tell the Committee whether this is a fact and if so, to what 
causes this policy is attributable?—^The policy of the Bank has not changed 
in any way. The witnesses referred to probably confuse policy and the 
application of that policy. In this case prudent banking obviously requires 
that when an industry .reaches the state in which the Bombay mills are now, 
supervision of advances should be alert both in the interests of the mills and 
of the Bank itself. 

7967. As regards advances against authorised seemities you say that 
they are usually given at the Imperial Bank rate. Would .you kindly tell 
the Committee in what circumstances the usual rate is departed from?— 
The time of year, the nature of the advance (loan or cash credit), and of 
the security, the presence of a minimum interest clause, the volume cf 
business, are conditions or circumstances under which the usual rate r.i.ay 
be departed from. 

7968. You say that the requirements of industrial companies with 
regard to floating capital for stock and other resources required have been 
met freely by banks in the past according to the credit of the borrower. 
The Bihar and Orissa Committee categorically deny that the I«>perial 
Bank and joint stock banks play an important part in financing the indus¬ 
tries in that province. The Bengal Committee also say that sufficient 
credit facilities are not at present available from banks which do not usually 
entertain any proposals for making advances either against block or against 
stock of raw material or finished goods. Could you kindly tell rihe Com¬ 
mittee the part played by the Imperial Bank in financing industries in the 
various provinces?—This is a very long list, Mr. Chairman; as you wish, 1 
will read it out or hand it in. We have advances in many ways, in the 
way of discounting bills, cash credits, loans; we remit money and we buy 
demand drafts or bills in connection with a long list of industries which 
are detailed here (in this list) under each province. (Attached as appen¬ 
dix.) 

7969. Those are the principal directions in which you afford assistance? 
—Yes. 

7970. You say that in your opinion industrial banks would not be a 
success in India at present. You seem to emphasise the word “at present’’, 
as later on you refer to the present stage of development in India. Would 
you kindly explain to the Committee your reference to the present stage of 
development and why you think there will be little likelihood of the invest¬ 
ing piAlic having confidence in industrial banks?—I would like to refer to 
mv answer to Question 7950 which deals with this matter. 

7971. It has been represented to us by various parties that under 
present conditions it is difficult for Indians, particularly in the case of 
sound middle or smaller sized concerns like rice and oil mills hosiery and 
match factories, soap works, etc., to raise adequate capital initially by 
shares, etc., to provide the whole of the block and the working capital, 
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before goods can be produced and made available for hypothecation; ;inti 
that if financial resources were available even for a limited period of, say, 
two years on the security of block or of a guarantor, the establisfiment 
and development of such concerns would be facilitated. Would you kindly 
favour the Committee with your views on the subject?—There is no dis¬ 
puting the fact that if funds were available for say 8 years on the security 
of block, the development of such concerns would bo facilitated. fJut I 
think that these new industries such as soap works, match factories should 
really be the subject of priv.ate enterprise before thev go to the public for 
support. 

7972. The point is this: they probably begin as a result of private en¬ 
terprise; but the private financier begins by supplying a portion of the 
funds; then the amount of money is exhausted and the concern wants 
some more funds before it reaches the stage of production when it can 
produce the goods which are available for hypothecation; at that stage it 
wants accommodation for say 2 or 3 years and it is m i position to produce 
the security of the block or of a guarantor?—Until they are at the produc¬ 
ing stage, they ought to supply it from their private resources. 

7973. If industrial banks are established, you are of opinion that they 
should not take short term deposits. It has been suggested that industrial 
banks should finance not only block capital but also meet the requirementa 
for working capital in speeiut cases, and that from Ibis point of view it 
might be necessary for the industrial banks to attract short term deposits 
also. Do you agree with this suggestion, or would you restrict the opera¬ 
tions of the industrial banks to advances for block capital only, leaving 
the finance required for working capital lo be supplied by existing com¬ 
mercial lianks ?—It is possible for an industrial bank to finance both block 
capital and working capital by means of combined long term and short 
tenn deposits, but the risk of confusion between the two is such that 1 
prefer to have them entirely separate in different institutions which 
specialise in their particular forms of finance. 

7974. It has been suggested that after the creation of the Reserve Bank, 
the Imperial Bank should be converted into an industrial bank, empowered 
to raise debentures for fifteen to twenty times its capital and reserve, 
invested with the other features of that institution and directed to work 
the change that is, from a commercial bank into an industrial bank 
by an easy transition. The reason is this: the industrial banks, to be 
successful require first a staff of administrators who are acquainted with 
the business world thoroughly and who know the individual businessmen 
and the conditions of each industry and on the staff of the Imperial Bank, 
you have a body of men who have kn6wn the Indian business world so 
thoroughly that for them to shift from one branch of inland banking to 
another is an easy matter. Of course it is a great compriment to your 
Bank?—I think that if any such proposal wa& made, the shareholders of 
the Bank would have to consider w'hether it would pay them better to 
become an industrial bank or to continue as a commercial bank, 

7975. That ;ispect of the question I fully realise. I was only trying 
to obtain your personal views about it. If however you prefer not to say 
anything on the subject, you are at perfect liberty to do so?—I would 
rather not say anything more than that. 

7976. You say that the requirements of exporters and importers appear 
to be well met. Are you aware of any complaints that Indian exporters and 
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importers do not secure the same facilities that non-Indian exporters and 
importers are able to obtain ?—am aware of such complaints and I have 
gone into the matter carefully over some years. The conclusion I have come 
to is that irrespective of nationality or race traders of equal standing and 
reputation receive equal facilities and terms. 

7977. Chairman: You say that traders of standing and repute have little' 
difl&culty in making arrangements for finance. Would you kindly explain'' 
to the Committee the means employed by banks to ascertain the standing, 
and repute of traders?—Banks have their own intelligence departments- 
which, by watching markets and the operations of dealers in those markets, 
by the receipt of information from the many sources open to them, con'' 
fidential and otherwise, by the observation of individuals by trained observers, 
by the examination of books and balance sheets and the summing up of 
the information so received by the officers of the bank, arrive at their 
estimate of the credit that should legitimately be granted. 

7978. You are satisfied personally that arrangement operates 
equitably to all classes of customers?—Yes. 

7979. You say that the present practice of releasing goods on trust 
receipts is sound so long as it is honestly carried out with proper precau¬ 
tions and that any restrictions which would have ihe effect of prejudicing 
the position of subsequent holders in due course of the relative goods, or 
the sale proceeds of such goods would be a definiio danger and hindrance 
to trade. Would you kindly explain to the Committee what restrictions 
you have in mind?—The restriction I have in mind is any such as would 
enable a creator of the trust to follow the goods or the proceeds of the goods 
to the prejudice of a holder in due course because of a breach of trust by 
the trustee. 

7980. Would it be possible for you to pursue the matter further by 
giving us some specific instances?—I take the case, which quite a 
common one, of an importer who accepts .a bill with documents deliverable 
on payment of the bill. It is quite a common practice for the documents, 
which are equivalent to the goods, to be delivered before payment f'n the 
execution of a trust receipt by the acceptor, i.e., the importer. That trust 
receipt has a great many conditions which of course operate as between 
the importer and the holder of the bill. The importer so comes into pos¬ 
session of these goods as a trustee. If he sells the goods in breach of that 
trust to an honest buyer, I do not think that the breach of trust should 
act to the prejudice of the honest buyer. 

7981. The Bengal Committee have pointed out that in mofussil centres 
there is no arrangement by which goods can be offered as security for loans. 
They have added that certain joint stock banks of Calcutta used to advance 
a few years ago on the security of the stock of the aratdars and that oven 
to-day the Imperial Bank lends in that way to some European houses, 
but that so far as the Indian merchants are concerned, those facilities 
have ceased to exist. It is said that the aratdars have consequently to 
borrow on their personal credit to make advances to the owners of goods 
stored in their arats. Would you kindly tell the Committee whether the Im¬ 
perial Bank carries on such loan operations in the mofussil On the c'seurity 
of goods stored in godowns and whether they make any discrimination 'n 
the manner pointed out by t;he Bengal Committee between European houses 
and Indian merchants? If so, would you kindly tell the Committee to ^ 
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what cause this state of things is attributable?—The Imperial Bank does 
carry on such loan operations in the mofussil and is always prepared to 
advance to parties of suitable standing provided the goods are approved 
and storage is satisfactory. There is absolutely no discrimination made by 
us between European and Indian or other merchants. I may say that the 
European storage is, as a rule, much better than that of others. 

7982. But would that be a consideration in the minds of the bank 
authorities in refusing a request from an Indian customer provided that 
the storage accommodation is satisfactory, though it may not be as good 
as that produced by a European customer?—If the storage accommodation 
is, satisfactory, the fact that it is not quite as good as another parson’s, 
European or anybody else, would not have the slightest effect. 

7983. You think that if drafts drawn for the finance of goods during 
transit between the interior and a port (or any other station) were treated 
as demand drafts for the purposes of stamp duty, the finance of gods in 
transit would be simplified. Y^ou also say that in India the period of transit 
IB considerably longer than 3 days. Would you kindly suggest the maxi¬ 
mum period for drafts drawn for the finance of goods which should be 
treated in India as demand drafts for purposes of stamp duty?—-I think 
15 days would meet the case. 

7984. You say that you are in agreement with the answer of the Bengal 
Chamber of Commerce to question 3 under Regulation of Banking. The 
Bengal Chamber of Commerce consider that the allocation of profits to 
dividends should be restricted by the obligation to set aside adequate sums 
for reserve fund Would you kindly tell the Committee what sum you 
consider adequate for being set aside to form the reserve fund?—This must 
depend on the circumstances of each case. As a general rule, I think 25 
per cent, would be enough. This is in addition to full provision for bad 
and doubtful debts and depreciation on assets. 

7985. The Bengal Cltnmber also suggest that there should be restric¬ 
tions against banks taking up outside business. Would you kindly tell the 
Committee how you would interpret “outside business’’?—By ‘outside 
business’, I understand, is meant business which is not within the legiti¬ 
mate and recognised field of banking operations. If I remember correctly, 
the memorandum and articles of association of many banks registered in 
India in recent years empowers the concern to undertake practically ary 
business. 

7986. There again I think you have used the expression ‘legitimate bank¬ 
ing business.’ Would you kindly define what you call ‘legitimate banking 
operations’?—I think I could do it easier by telling you wbat is not 
legitimate. A bank which conducts a rice-milling or flour-milling busi¬ 
ness, or which operates a light railway, would be going out of its legitimate 
function. 

7987. You mean one that has actually started trading operations?— 
Yes. 

7988. You would not object to the bank advancing money to any of the 
concerns you have mentioned on adequate security?—No. 

7989. You say that the business of co-operative banks should be con¬ 
fined to co-operative banking and that they should not be allowed to com¬ 
pete in other forms of banking with commercial banks or indigenous 
bankers. Would you kindly tell the Committee whether co-operative banks 
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at present do actually compete in other forms of banking and if so in what 
direction?—They do not compete at present to any great extent. But 
there is a considerable body of opinion among those interested in the M:>ve- 
ment that they should undertake all forms of banking. Current account 
business, in so far as it attracts funds to the banks for the use of tlieae 
societies is legitimate, though there is an important consensus of opinion 
that the banks have not the necessary knowledge or organisation safely to 
undertake it and that demand deposits are not desirable considering the 
present lock-up of business in the co-operative banks. The forms I had 
particularly in mind were the purchase of drafts and sale of remittance to 
which I have referred in my written answers. 

7990. On these two specific points I may have to ask you some further 
questions on your written answers, but for the prt^sent I shall leave it at 
that and, if any of my colleagues want to pursue the matter, they might 
do so. 

7991. You say that foreign banks operating in India may be required to 
obtain a license from. Government, but that once a bank has obtained a 
license it should not be possible to withdraw it so long as the bank complies 
with the law. Would you kindly explain to the Committee what law you 
are referring to?—I refer to the law under which the license would ba 
granted and the provisions in the Joint Stock Companies Act relating to 
foreign companies operating in India. 

7992. You say that no special regulations need be prescribed for govern¬ 
ing the operations of such foreign banks. Is it your intention that the law 
which governs the joint stock banks in India should govern the operations 
of foreign banks also?—Yes, in so far as they can be applied to foreign 
banks. 

7993. You aay that the conditions under which licenses would be gi’anted 
should not include any which would restrict the free supply of banking 
capital and the facilities which are available from this source. I take it 
therefore that you Me not in favour of placing any restrictions on the receipt 
of deposits by the foreign banks in India or in any way restricting tiie 
facilities now granted by these banks to exporters and importers, whether 
Indian or non-Indian ?—I am not in favour of any restrictions such as those 
mentioned. 

7994. You say that amalgamation or reconstruction is a matter of arrange¬ 
ment by the proprietors (shareholders) and creditors. It has been suggested 
that the expert advice of a Central Banking Institution or of a Bankers' 
Association in the country might be useful in regard to this matter, 
although the final voice should be left to the shareholders and the credi¬ 
tors. Would you kindly state your views on this suggestion?—In practice 
the expert advice of the Central Banking Institution would be, and in fact 
has been taken in such matters. In the absence of a Bankers’ Association 
in this country, I am not prepared to say whether or not the opinion of 
any future one should be taken. The present practice is satisfactory. 

7995. You say that there is no co-ordination of eSort between banks 
and universities. Do you think that such co-ordination is necessary and 
desirable? If so, will you kindly suggest what steps should be taken to 
bring about such co-ordination^—I think co-ordination is most desirable 
and that steps should be taken by the Institute of Bankers to arrange for 
university lectures and courses of instruction in all subjects included in the 
examination of the Institute. 
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7996. You say that staff officers of your bank are now to an increasinj 
extent being promoted from the Assistants trained in the Bank under the 
Probationers’ scheme. Would you kindly give an idea of the proportion 
of direct recruitment and promotions to the staff officers’ posts at present 
and whether it would not now be possible to stop recruitment in England 
for those posts?—It is not possible to stop recruitment in England, because 
there is not a sufficient supply of suitable men available in India. Direct 
recruitment from London and from the staff in India has been as 
follows: — 

Recruited 

Recruited from London. from staff in 

India. 


Europeans. Indian. Indians, 

1926 H2 1 13 

1026 i; 1 1 

1927 . 3 1 1 

1928 8 1 4 

1929 ... ... 6 . . 7 

1930 . .. 1 


7997. It has been suggested by the Bombay Provincial Banking Com¬ 
mittee that the Imperial Bank should embark on a more vigorous policy 
of Indianization in the near future, particularly in promoting Indians to 
higher and mors responsible positions with a view firstly, to reducing the 
cost of management and secondly, providing a personnel that understands 
the language and is conversant with the life and habits of the people among 
whom business is to be conducted. Have you any observations to make on 
this suggestion?—A vigorous policy of Indianization is being pursued. 

7998. You say that the clerical staff of the Imperial Bank of India is 
usually selected from young men who have just left school. It has been 
pointed out that there are various commercial schools in the provinces 
where elementary commercial education is imparted. Would you kindly 
state whether it would not be advisable to give preference to candidates 
from such schools for appointment on the clerical staff of your Bank in the 
same way as you give preference to candidates having banking degrees for 
appointment as probationers ?—The clerical staff is recruited in the different 
localities in which we are established. We engage the best available and 
pay due regard to the education, commercial or otherwise, of the candidates. 

7999. You suggest that young Indians of exceptional ability and possess¬ 
ing high qualifications would benefit by special training abroad. Are you 
here referring to bank employees?—^Would you kindly explain what you 
mean by high qualifications?—-Yes, I am referring to bank employees only. 
The high qualifications I have in mind refer to character, initiative, ability 
to deal with and judge men, the extent to which advantage has been 
taken of the bank’s training and whether temperament and intelligence are 
such as would benefit by foreign experience. 

8000. I suppose your idea is that the selection should be made by a 
sort of Board?—The selection would be made by the authorities of the 
bank. 

8001. As the training would be confined to bank employees and the 
selection would be made by the bank authorities, the bank will pay for 
the special training?—Yes. 

8002. You suggest that younger members of the indigenous banking 
families may be encouraged to join joint stock banks. I take it that it 
is your intention that the senior members should continue their indigenous 
banking business. Would you kindly tell the Committee whether there is 
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any competition between joint stock banks and the indigenous bankers in- 
any line of business, and if so whether it -would not affect the feasibility- 
of your proposal?—I think there must be such competition, but I do not 
think that would affect the feasibility of my proposal. 

8003. You say that the absence of trained men is one of the many 
factors to which the slow development of banking in India may be attri¬ 
buted. Will you kindly tell the Committee of some of the other important 
factors you have m mind?—The social organisation of the people which.- 
results in extravagance and debt in connection with marriages, births and 
deaths, the low standard of elementary education, the past history of the- 
country which made hoarding and the ownership of land the safest method 
of retaining wealth, the ioint family system which does not encourage per¬ 
sonal initiative and ambition, the extent of the country, absence of big 
centres and the self-contained nature of the village communities. 

8004. Y^ou refer to the re-organisation of the co-operative banking 
system on lines acceptable to the commercial banks. Would you kindly 
explain your suggestion a little more fully?—I would refer you to my 
answer to question 8466 on the Provincial Commi-„tees’ reports. I do not 
sec how the requirements of sound banking can be met unless the societies- 
and banks confine themselves to seasonal loans repayable soon after harvest, 
as it is only such loans that are really liquid and can be easily watched 
and controlled. If this conflicts -with the idea of co-operation I contend 
that except in very few areas the spirit of co-operation is non-existent. I do- 
think that banks and societies of this nature may do real good whether 
called co-operative or not. 

6005. You also refer to the “cqnimercialising” of the indigenous bank¬ 
ing system. Would you kindly develop this idea also a little further for- 
the benefit of the Committee?—By commercialising the Indian indigenous 
banking system I mean bringing that system more-, into line with customs 
and practices of commercial banks and houses, c.y., in the matter of audit, 
and accounts, publication of certified balance sheets, use of bills and 
cheques, the necessity for the prompt payment and receipt of monies and 
the conduct of business strictly in accordance with legal requirements. 

8006. You say that usance bills should be encouraged for the finance 
of village bankers by shroffs. Will you kindly explain whether it would be 
possible to identify such bills with goods either stored or in transit and if 
not, whether the shroffs would be able to discount such bills with banka 
to provide themselves with further finance, if needed?—In the absence 
of satisfactory documents of title, I do not think it would be possible to- 
identify such bills with any particular goods, but if such bills were 
introduced and the parties thereto showed themselves worthy of credit, they 
would in course of time be discounted by banks. 

8007. Would you kindly explain why you think bills with' mixed datea 
of maturity would be unsuitable for use in the finance of the cultivators 
by the village bankers?—Because in the nature of things the cultivator must 
depend on sale of his crops in order to pay his bills. The sale of the crops 
must depend on the season, whereas the bill’s maturity is fixed and renewals 
are both expensive and disliked by discounters. 

8008. But it would not be difficult to fix the date of the maturity of 
bills with reference to the probable date on which the crops would he 
brought on to the market for sale?—^You could fix it approximately, but 
very often the harvest of the crops varies considerably. 

8009. You would always provide for a safe margin?—Yes. 
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6010. You say that in the case of clearing houses, the position of the 
Imperial Bank and that of the Association of Cleanng Banks should be 
more clearly defined. What is the present position of the Imperial Bank 
in this respect and how would you like the position to be improved or more 
clearly defined?—Every clearing house should be controlled by a body 
which some usually call the Clearing Bankers’ Association. This body 
should be incorporated and have its own rules and it should manage the 
clearing house in every detail; it should have its own banker as should every 
member. In India such a body has never been formally embodied, its func¬ 
tions having been largely perfonned by the Imperial Bank or its predeces¬ 
sors. There has thus been confusion and not infrequently it has appeared 
that other banks have regarded their accounts wfith the Imperial Bank as 
being nothing more than a part of the clearing house and a means of 
settling their differences in the clearing. They appear to have overlooked 
that in addition to the balance required to meet their clearing differences 
their balances should cover the work involved as in the case of an ordinary 
constituent and also the cash reserve which w'e must maintain to meet the 
requirements of all their constituents. In the interests of all concerned, 
I think Associations of Clearing Banks should be incorporated as soon 
as possible. Another important reason is that in its present position the 
Imperial Bank might possibly be held solely liable in cases where the 
true liability rests upon all the members using the clearing house. 

'8011. In regard to the development of the bill market in India, it has 
been pointed out by one witness that the charges for discounting are rather 
high at present and if they could be lowered, it would facilitate the use of 
bills. The following case was quoted to illustrate this point of view. H 
goods are sent from place A to place B and if the bank in place A has not 
got a branch at place B, a higher commission has to be paid to the bank 
at A to discount the bill, as that bank, not having a branch at place B, 
has to get it done through another bank to whom a commission has to be 
paid. It has been suggested that this difficulty could be solved if there 
were some arrangement between the different banks whereby business 
could be done by charging one commission only by the bank which first 
negotiates the bill and that the establishment of a clearing house for kundis 
in all provincial capitals would secure this end. Would you kindly favour 
the Committee with your views on this point?—Before I could express any 
views on this point, 1 should like to have full particulars of exactly what 
a clearing house for hundis in all provincial capitals means. 

8012. As I understand it, a clearing house for hundia would operate in 
the same way as a clearing house for cheques if one were established at 
each provincial capital?—I do not think that would get over the difficulty 
of discounting bills domiciled in places where there is no branch of the 
discounting bank. 

8013. Mr. Lamond: I think the suggestion was that the bill would be 
taken up by a bank with a branch where the bill was payable?—In that 
oase I think the branch would still require some remuneration for collecting 
the hundi. 

8014. Chairman: It was suggested that in a case of that sort no addi¬ 
tional remuneration would be necessai-y. Y^ou do not think so?—^No. 
before expressing a definite opinion, I would like to know how a cleariug 
house for hundis is going to work. 

801.5. In the same way as an ordinary clearing house for cheques. If 
■you prefer to think about it and let us have your views later on, that 
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would suit us equally well ?—In that case I would like to have full particulars- 
of this proposal for a clearing house for hundis. 

8016. We will ask our Secretary to write to you what is precisely meant 
by this and you could kindly send us an answer?—Yes. 

6017. Sir PuTghotamdaa Thakurdaa : Is it the idea to have a clearing 
house for hundia that pass through banks alone?— (Mr. Lamond'. Yes^ 
hundig passing through banks but drawn on private parties). 

So then the question of charge will remain as the bank will have to 
employ its staff for this business. I wonder why there should . be no 
charge. 

(Mr. Lamond: The idea seems to be that this work will be done by, 
banks for their mutual benefit and accounts will be adjusted later on). 

Mr. Buckley: The whole thing will be simplified by the charge being, 
shared by the two banks that are concerned, i.e., by their sharing the 
charges equally. 

8018. Chairman: It has been brought to the notice of the Committee 
that the concessional rates of remittance given to joint stock banks by the 
Imperial Bank is restricted to remittance between places where the joint 
stock banks have branches and that if a joint stock bank has to remit to 
a place where it has no branch, the rates usually charged to the public are 
charged to the bank also. It has been suggested that this concessional 
rate should be given in all cases. Would you kindly tell the Committee 
if you are in favour of this suggestion and if not, what are the reasons for 
opposing this suggestion?—As regards restriction to cases where the bank 
has branches in both places, the intention is that this remittance facility 
should be given to the bank for moving its own funds from one place 
to another, that is from one branch of the bank to its own branch in 
another place and the reason for the concession is the large volume of 
business involved. As regards the second suggestion, the reason stated 
does not exist in such cases and the reduced rates would not be profitable 
to us. 

8019. Chairman: And therefore this is a conditional concession, yoir 
say?—Y^'es. 

6020. What are your views in regard to the grant of additional conces¬ 
sion?—The reason for the original concession does not exist. 

8021. May I take it that your view would be that this would interfere 
with the existing income of the bank and therefore would be unacceptable- 
to the Imperial Bank authorities?—It would \indoubtedly affect our 
position. 

8022. It has been brought to the notice of the Committee by one banker 
that when the Imperial Bank is given bills for collection by other banks, 
it does not make any difference in the rates of discount betw'een bills in. 
respect of which the value is credited immediately and those in respect 
of which the value is not required to be credited until it is realised and 
remitted. Would you kindly tell the Committee what is your practice in 
this matter? If you would prefer to send a w'ritten answer to this question,, 
that would satisfy me; I presume you may not have all the practices before 
you?—Normally, cur charges are the same in both cases. 

8023. You are aw'are that the Hilton Young Commission recommended 
that the Imperial Bank should be freed altogether from the restrictions 
which its present charter imposes on it as soon as the Reserve Bank is 
established. Sir Nonnan Murray giving evidence before the Commission 
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said that “the restriction on exchange business debars the bank from what 
is a very profitable business”, and suggested its removal as it impaired ita 
profit earning capacity. You also know that the Imperial Bank of India 
Amendment Bill which was introduced into the Legislative Assembly in 
1927 along with the lleserve Bank Bill provided for the removal of this 
restriction on the foreign exchange business of the Imperial Bank. It has 
however, been suggested by one witness that exchange banking is a highly 
technical matter in which experience counts for a great deal more than 
people imagine, that the staff of the Imperial Bank is ill-fitted for such 
a venture and that it is not therefore desirable to remove fho restriction 
on the foreign exchange business now imposed on the Imperial Bank. Will 
you kindly favour the Committee with your views on this suggestion?— 
quite agree that exchange banking is a highly technical matter in which 
experience counts a great deal. Also that the present staff of the Imperial 
Bank in not fitted for such a venture, but I do not think that either of 
‘these two reasons is sufficient to debar the Imperial Bank from under¬ 
taking exchange hupiness. 1 think the Imperial Bank authorities are quite 
wise enough not to attempt any invasion into the foreign exchange market, 
until they have a staff which has been trained and which has the neces¬ 
sary experience. 

8024. Mr. Buckley: In answer to the Chairman you gave as one of the 
means by which banks in India can ascertain the standing and repute of 
traders, the submission of balance sheets. You mentioned that as one of 
the many means and therefore the Committee might think that all the 
means wore equal. In the ease of Indian firms, is it customary for 
them to keep their accounts in such a form and present properly audited 
balance sheets?- In fact we have been told by witnesses that Indian 
traders are very reluctant to exhibit their position and standing in such a 
way. Could you kindly give the Committee the experience of the Imperial 
Bank in regard to that point?—I admit that Indian firms are very reluctant 
to disclose their actual state of affairs by means of properly audited balance 
sheets. 

8025. Irom your experience is it an exceptional or a general practice 
follosved by Indians?—I think it is exceptional for Indian firms to submit 
properly audited balance sheets. 

8026. On the question of trust receipts you propounded the method of 
using this form of credit. It is agreed by everybody that it is a very easy 
and cheap form of credit, but unfortunately we have known of so many 
instances in the past where the receiver of this form of credit has abused 
his powers and it has been suggersted that in future, as a deterrent, such 
abuse should be made a criminal offence. Do you think it is a good 
idea?—I would like to consider that suggestion carefully before agreeing 
to it. 

8027. Mr. Manu Subedar: Could you please give us details of Indian 
and European recruitment of the officer class during the last few years for 
each circle?—The figures are obtainable and we shall send them on to the 
Committee. 

8028. What is the standing of the three most senior Indian officials in 
the Bank and when can any one of them be expected to reach the position 
of Secretary either in Madras, Bombay or Calcutta?— 

Witnegs: Mr. Chairman, before I answer any of these questions I 
would like to ask whether they come within the terms of reference of this 
Committee ? 
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Chairman: I have gone through the list of questions which Mr. Manu 
Bubedar has prepared and which he proposes to put to you. I find that 
several of them do come in directly under the purview of this Committee. 
About others it is a question of asking for information and it is perfectly 
open to you to take exception to supplying any information. Some of his 
questions in the first part mostly refer to Indianisation and the question 
of extension of branch banking. They may be pertinent frorn this point 
of view. Questions have been placed before this Committee.in which it 
has been suggested that the opening of branches already opened by the 
Imperial Bank and the opening of further fresh branches may not be in the 
interests of the development of banking in this country. On that point I 
cannot express an opinion. As I understand it, Mr. Manu Subedar s ques¬ 
tions are really intended to elucidating information which he may want to 
use in connection with the discussion of that particular question in Com¬ 
mittee. I do not want to give you any further hints. You may give your 
answers very shortly if you please, but it is a matter for you to decide. 

Witnoiii: Then, I jirofcr not to answer this question of Mr. Subedar. 

8029. Mr. Manu Subedar: Is the appointment of Managing Governor 
made subject to the approval of the Government of India, or is it made 
by the Government of India? If it is merely subject to the approval of 
the Government of India, has the Board of the Imperial Bank ever dis¬ 
cussed the question, or the possibility, of an Indian being Mana^ng 
Governor? ^Seeing the intense desire of the Indian public in this direction, 
what would be the earliest opportunity in youi' opinion, when such an 
appointment will go to an Indian?—My answer to this is that the appoint¬ 
ments of the Managing Governors are made by the Government of India 
and therefore the latter part of the question does not arise. 

8030. Chairman: I might point out to you that your answer is not 
complete, because under the Imperial Bank of India Act, the appointment 
of Managing Governors is made by the Governor General in Council on the 
recommendations of the Central Board of the Imperial Bank. So far, 
generally speaking, the. appointments of Managing Governors have been 
made from among the staff of the Bank. Is it not so except in one 
case?—With one exception appointments have been made from the 
existing staff of the Imperial Bank. 

8031. Mr. Sardar: How many such appointments of Managing Gov¬ 
ernors have been made since the Imperial Bank of India Act was passed? 
—Six. 

8032. Mr. Manu Subedar: Is there not a majority of Indian members 
on the Central Board?—The Central Board is constituted differently at 
various times. It is not a permanent body with a permanent majority one 
way or the other. There are 4 nominated members of the Government of 
India who may or may not be Indians. 

8033. Could you tell us whether under the present constitution, the 
majority are Indians?—They are 6 and 6 at the present moment. 

8034. Chairman: Would this not be a correct answer to the question 
of Mr. Subedar. I am only just trying to help you in the matter. Under 
the Act the appointment of Managing Governors is made by the Governor 
General in Council on the recommendation of the Central Board of the 
Imperial Bank. Generally speaking the practice has been that the 
Managing Governor is selected from among the staff in the employment of 
the Bank. So far the Central Board has not thought it desirable to recom¬ 
mend the appointment of any Indian. Would that be a correct answer to 
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that question?—I think the correct answer to this is, the appointments- 
are made by the Government of India and the latter portion of the ques¬ 
tion does not arise. 

8035. Mr. Manu Subedar: The Chairman has pointed out that under 
the Act the Government no doubt makes the appointments on the recom¬ 
mendations made by the Central Board. But the point is that the Gov¬ 
ernment do not do so on their own initiative. The Central Board being 
constituted'as it is today with 6 Indians and 6 Europeans, have they ever 
to your knov/ledge discussed the question of an Indian being recommended 
for the place?—These are matters which are quite confidential, and I do 
net feel justified in making any statement on them. 

8036. Excuse me, they are largely matter& of policy. I shall be 
obliged if you will*kindly put this suggestion before your Central Board 
and let us know their decision on this matter?—I have no objection to 
mentioning the suggestion to the Central Board. 

8037. Can you please supply us figures of share capital held at Bombay, 
Calcutta and Madras (also at Rangoon, if it is a separate centre) where 
the share register is kept?—I will do that. 

80.38. What portion of the share capital is held by Indians and what 
portion, if any, by non-Indians?—That will also be included in the same 
statement. 

8039. Can you please give us the cost of salaries, and other expenses 
at pay office, small branch, branch at an intermediate centre and branch 
at important provincial centres such as Ahmedabad?— 

Witness: Mr. Chairman, do you really think that this is at all rele¬ 
vant ? I do not see how it will arise. I can imderstand what you have 
explained, but I do not agree that this is a question which should be put 
to me. 

Mr. Manu Subedar: My object in putting this question was in connec¬ 
tion with the expansion of banking in this country which has been suggested 
to us. The number of branch banks in this country is extremely small com¬ 
pared to the population and so far as the mofussil is concerned, India is 
the least banked country in the world and the idea is to increase the 
banking establishments in the district. The point is which is the best 
machinery to do so, and if the cost of the management of the Imperial 
Bank is high, then it is not advisable in the national interests to induce 
or subsidise the Imperial Bank in the policy of branch extensions. If on 
the other hand the cost is not very high in comparison with joint stock 
banks or other banks, the position would be different. The idea is only 
to get the relative cost of your establishment and other aspects, and I do 
not think you will have any objection in so doing?—The imformation is 
not available. 

8040. Mr. Manu Subedar: At how many branches is the first man an 
Indian? At how many branches are there more than one Englishman in 
the staff?—I will send in a list to you. 

8041. What inconvenience does the bank suffer where the work in a 
centre is done through an agent rather than through a branch. What are 
the duties, obligations and profits of such an agent? What class of people 
are appointed as agents? Have any agents at any small centres failed,- 
or has the bank incurred any loss through any of them?—I think there ia 
some confusion here. The general work of the bank is not conducted af 
any place by an agent in the way in which you are using the word here. 
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8042. He is not taking deposits on your behalf?—No. 

8043. Supposing you have no branch at a moffusil centre, you utilise 
the services of the leading local merchant or shroff or whoever, it is and you 
jive him some kind of work and I believe some remuneration too?—Yes. 
That class of business I imagine is the collection of bills or cheques. We 
have found it a very convenient way of doing it and we have never lost 
anything by using that agency. 

8044. How does he remit the money to you ?—^He can send us currency 
fiiotes or he can send us draft of sofmc bank or postal order. 

8045. How much does he get for this collection ?—I imagine that every 
agent so used makes his own charges, which mu.st vary according to the 
business he does. 

8046. Does the Imperial Bank make advances to joint stock banks on 
Government securities without any question or have there been cases when 
an advance was asked for and was refused? (Witness obtained Chairman’s 
ruling as to whether this question was relevant and the Chairman in his 
discretion allowed it). When you make advances you; select your O'wn 
■customer?—Naturally we would not give advances without any question. 
If any one including the joint stock banks comi.'S to us we will make 
advances‘but will certainly make inquiries before we decide whether it is 
safe to make the advance. 

8047. Have you refused such a request from any joint stock bank?— 
No, not to my knowledge. 

8048. Have there been any cases when difference of opinion arose as 
regards the value of the Governiment securities offered?—I am not aware 
-of any. 

8049. At what value would you take Government securities when they 
are offered to you for an advance?—I am not aware of any differences on 
the subject. At current market rates with due regard for market condition. 

8050. I was informed that a case did arise but I would not name the 
individual because we are not concerned here with specific cases. On what 
basis would you accept the value supposing Government securities per 
■cent.) worth one lakh were offered to you. Would you regard it as 64,500 
or would you regard it as 62,000?—^We will advance according to the curren*; 
market value and market conditions. 

8051. That is the standard market value of the day?—Yes. You may 
have some kind of boom which may to-day rush it up to X and to-morrow 
rush it down to Y. Naturally we will not have it at X. In such cases 
•we exercise our own discretion. 

8052. What would be your reply to the charge by various witnesses that 
the Imperial Bank does not act as bankers’ bank?—A charge! I do not 
think it has any foundation whatever. 

8053. Do you discount their bills?—We are prepared to discount hills 
provided they are approved bills. 

8054. What do you mean by approved bills ? Do you mean to Say that 
they should bear signatures of the bank?—No, bills approved by us. 

8055. But a joint stock bank has all kinds of bills coming to it from 
different eustomens. It cannot have your prior approval ?—It is our apprtn sl 
that is required 

Von. Ill « 
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8056. If you put in this clause about approved bills, you cut out a large- 
mass of bills received by various joint stock banks?—I do not know what 
kind of bills they hold. 

8057. Joint stock banks discount bills of their customers; those euB- 
tomers are not your customers. Now you say that these are not approved 
bills and therefore you would not discount them. Is that so?—That is so. 

8058. Therefore the complaint which we have received from certains 
joint stock banks that the Imperial Bank does not discount their bills is 
justified?—I do not think it follows. The discretion must lie with the per¬ 
son who discounts the biUs. 

8059. Dr. Hyder: Do you lay lown any tests for the guidance of other 
banks as to what constitutes an approved bill in your opinion?—No. We- 
do not attempt to tell other banks what business they should do. 

8060. You do not tell them of any test?—No. 

8061. Sir PuTshotamdas Thakurdas: Is it possible for you to lay down- 
such a test?—No, it is impossible because it varies from day to day. 

8062. Mr. Manu Subedar: Before the Currency Commission on behalf 
of the Allahabad Bank it was stated that it would not do for the credit of 
joint stock banks to .go and rediscount their bills with the Imperial Bank 
as it would affect their credit. Do you not know the existence of such a-n 
opinion among the joint stock banks in India?—Probably there is that 
fear. It does exist to some extent. 

8063. What would you suggest in order to remove this feeling?—I think 
little education on the part of the joint stock banks. 

8064. Education is a big word. But there is nothing in the form or 
procedure with regard to the collection of bills, the manner in which they 
would be presented or the rates at which the Imperial Bank would discount 
them. There is nothing of this kind you could suggest?—No. 

8065. Is it entirely because the existing bank managers have missed 
something in their training?—Possibly. 

8066. When the Keserve Bank comes into existence, would there be the 
same feeling with regard to the rediscounting with that bank? Would the 
same lack of education interfere with them?—Probably it would I think. 

8067. Would you as the Imperial Bank go to the Beserve Bank to re¬ 
discount your bills?—Whenever it suits us, we would. 

8068. There is thus no fear that your position will be affected in the 
public eyes?—No. 

8069. When a bank comes to discount a bill with you, do you ask for 
Government securities as a deposit against such an account?—I have no re¬ 
collection of any such request. 

8070. We had a ease brought before us?—I do not know of it. 

8071. Supposing the matter was referred to you by one of your agents 
that the manager of a joint stock bank wanted to discount a sight bill or an 
ordinary documentary bill accompanied by the railway receipt, would you 
ask for deposits of Government securities? Would you ask your agent to 
get Government securities before he did that work and also that it did the 
work to the extent of the securities?—I do not think such a thing would 
happen in the ordinary course of business. 
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8072. In the case before us woud you put it down to a dereliction of 
duty on the part of the agent ?—No. 

8073. How else would you explain the case then?—If you give ms all 
the details of the case I have no doubt I can explain it. 

6074. From the details I am giving you?—They are not sufficient. 

8075. Mr. Manu Subedar: We had before us the Bihar Bank of Patna. 
They said that the Patna Agent of the Imperial Bank asked them to deposit 
Government securities and only to the extent of such deposit would he 
discount bills accompanied by full documents, bills of collection, not time 
bills. It would seem contrary to your policy judging from what you have 
jueA stated. Is it not?—Who is the gentleman who made this statement? 

The Manager of the Bihar Bank. 

I do not want to discuss the business of the Bihar Bank except in 
camera, and you cannot discuss it without the permission of the Bank of 
Bihar. 

8076. Leave aside the bank of Bihar. I would ask you whether on bills 
accompanied by railway receipts you would as a banker of experience ask 
for a cent per cent, margin?—No. 

8077. Would you ask that from any private individual?—No. 

8078. Chairman: Mr. McDonald, if you prefer to give further informa¬ 
tion on the point in camera, 1 would be glad to hear you on the subject?— 
Yes, in camera. 

8079. At what centres did the Imperial Bank establish branches in con¬ 
nection with their scheme of one hundred branches or otherwise, whore 
there was already a branch' of the Indian joint stock bank ?—I will send in 
a list of them. 

8080. Have you heard any complaints from any joint stock bank that if 
you established a branch of your bank in a place where that joint stock bank 
existed its business would sufEcr?—Yes. 

8081. In what directions could it suffer? Could you explain this for the 
Committee most of whom are not bankers ?—I think the case of Chaudausi 
is typical of the effect of our opening branches id places where there are 
already branches of other joint stock banks. I would for the information 
of this committee give you the following details; — 

“The B.ank opened a Pay Office at Chandausi in April 1923. As an imme¬ 
diate effect of our opening there discount on G. C. Notes, which at times 
rose to 6 to 8 annas per cent., disappeared. Rates for delmand draft pur¬ 
chases dropped from 6 to 8 annas to 2 to 3 annas per cent., and rates for 
advances against Grain dropped from 9 to 10 per cent, to a level with our 
rates, viz., 7—7^ per cent, per annum. The Pay Office did not, however, 
receive from the merchants the support to which it was entitled. The other 
banks managed to retain the greater part of the business of the place by: — 

(1) granting secured advance facilities far in excess of the amount 

justified by the borrowers’ means (e.g., parties worth 

Rs. 30,000 were given credit to the extent of Rs. 1^/2 lacs), 

(2) waiving fire insurance, 

(3) making payments, releasing stocks and discounting D/Ds on 

Bui^ays and Holidayi^. 


3 G 2 



884 


(4) making their control of stocks merely nominal and granting 
advances against sfocks before actually taking possession of 
them and against stocks in transit. 

We could not successfully compete in these circumstances and the Pay 
Office was accordingly closed in October 1928. The closing of our Pay Office 
had an itoimediate effect on the market. Discount rates on demand bills 
4n Calcutta and Bombay, which ruled at 2 to 2'^ annas per cent., rose to 3^ 
to 4 annas per cent. In April 1929 discount rates on demand bills on Cal¬ 
cutta and Bombay rose to between 6 and 8 annas per cent, and banks' 
advance rates against stocks to from 8 to 9 per cent, per annum. The 
principal merchants thereon sought our help and on being assured of their 
support the Bank decided to restart business at Chandausi, working it as an 
Outstation, under our Moradabad Branch and a clerk was posted there in 
June 1929 to take charge of stocks. Our competitors thereupon again 
brought their rates down on a level with ours.” 

That of course is the way in whu4i it affects oLlier hanks. 

61082. On what basis are advances made to the indigenous bankers, 
shroffs, multanis and chettics with regard to (i) clean overdrafts and (ii) 
discounting of hundies, i.c., assuming that the indigenous banker is worth 
Bs. 5,00,000 himself and is operating with a working capital of another 
Bs. 2,00,000 from the public, to what extent would clean advance be given 
to him and what would be the limit of discount for hundis drawn or accepted 
by hfm’—The basis of a clean overdraft is the standing of the borrower 
No bank would fix a limit simply, on the fact that a man is worth 5 lakhs 

8083. How much would you give to a man who is worth say 5 lakhs 
himself?—That would depend on what he may be safely given and that 
<lepends upon the man very largely. You cannot depend upon the amount 
of the working capital he has got or the amount he is worth. 

8084. What would you give to a man of the class I have mentioned?— 
wish to have the definite; individual slated. 

8085. If I put it fo you that a complaint has reached us that even to a 
man so substantial as I have mentioned the discounting of hundis worth 
Bs. 30,000 to Bs. 50,000 was refused, would that be correct?—I should say 
that that was low-, but again I say I prefer to have the individual before, me. 

8080. The point which we have got to consider is that from’ the bank’s 
jioint of view it is quite correct that they should pick out safe business and 
it is safe to limit the hiindi business to one individual to a small limit. Now 
the bank would probably be justified from banking principles. We arc 
asked to recommend further facilities for these classes and we want to 
know whether the facilities given by the Imperial Bank are or are not 
adequate. If they are enough, there is no need to do anything further. 
If they are not, it is a very hard proposition from the point of view of the 
man because the limit laid down is very small ?—It is not possible to judge 
of a limit without full details of the individual but on the figures and the 
information you have just stated he limits of Bs. 30,000 and 50.000 are 
very much smaller than we would give. The information is however not 
adequate. 

8087. Mr. Manu Subedar: Your limits for hundi discounts are srnaller 
in the case of the same individual than for a clean-over draft?—^Will you 
define a clean-over draft? 
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8088. Personal credit under which he draws so much more from his 
current account with no security, i.e., on personal signature?—He will pro¬ 
bably get more on hundis with several names on them. 

8089. A hundi is also a self-liquidating document and time-document. 
You prefer large advances in the form of hundis?—Yes. 

8090. But the limits which you put are, I am told, extremely small 

compared to his own personal resources, i.e., his own property, his worth?_ 

1 know that some think so. 

6091. Could you, without mentioning names, send us two or three 
typical cases showing how much hundi you discount?—I shall do it without 
mention of names. 

6092. Are the Imperial Bank of India happy with their relation with 
(jovernrnent with regard to the Bank rate? What were the occasions of 
difference between the Government and the directors? Could you supply 
copies of correspondence and telegr.ams?—The relations referred to in this 
question, must be regarded as confidential and cannot give , them without 
the consent of all parties concerned. 

8093. Would you give us your personal opinion as a banker whether it is 
desirable for a country to have its credit and currency operations in the 
hands of two separate agencies? The currency operations of this country 
are entirely w'ith Government, the credit operations are entirely with the 
rmperial Bank. 

Chairman : He has alrcady^answered it'in one of his written replies. 

8094. Mr. Manu Subedar : Would the prestige of the Imperial Bank in 
the re-discount market in London be lower than any of the Exchange 
banka?—I am afraid I could not answer it. I do not think any one could 
until he entered the Exchange market. 

8095. Do you at present enjoy any rediscount facilities in the London 
market?—No. 

8096. But if you did, considering your standing, your great resources 
and your great name, there ought to be no difficulty. Would you expect 
serious difficulty in the re discount market?—No. 

8097. Will the Imperial Bank supply figures of the deposits of the Ex¬ 
change banks with them over a series of years, bringing out the seasonal 
variations in such deposits?—If the Exchange banks have no objection, 
we would have none. 

8098. Would you like us to ask them?—I would prefer that the matter 
be dropped. 

8099. I do not want any names, I only want the total figures. 

Chairman : Would it not suffice if the Imperial Bank gave us the latest 

statistics corresponding to what they supplied to the Hilton-Young Commis¬ 
sion, where they have the bankers’ balances, highest and lowest? 

Mr. Manu Subedar: I want the figures for the foreign Exchange banks 
separateJy. 

Mr. Shanmuhham Chetty : It w.'is suggested that Exchange banks v/ere 
keeping a lot of money as deposits with the Imperial Bank and that if the 
Imperial Bank were allowed to dc exchange business, the. Exchange banks 
would withdraw these deposits as they would consider the Imperial Bank 
their competitor in the exchange business. In this connection it would 
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help the Committee to know what is the total amount of the deposits made 
by Exchange banks with the Imperial Bank from time to time V—I think 
that provided individual balances were not required, we would have no 
objection to send the figures later. 

8100. Mr. Munu SuhcdaT: What is the object of charging a commission 
on remittances to a customer, who has an account at two branches of the 
Imperial Bank, between which the remittance is made? If it were pro¬ 
posed that such remittance charges by the Imperial Bank should not be 
toiade, what objection would you have to it considering that the Imperial 
Bank enjoys certain facilities of free transfer of funds from Government? 

Chairman: This is a form of question 8474 arising out of the Provincial 
Banking Committee’s reports and we can take it up at a later stage. 

8101. Mr. Many, Subedar: Does the Imperial Bank handle any hundis 
unaccompanied by documents, which are not brought to it for discount bv 
recognised shroffs? Does the Imperial Bank handle any hundis except 
merely for collection even if they are accompanied by documents?—^Ths 
reply to both the questions is in the affirmative. 

8102. You have hundis from your customers and even if they are un¬ 
accompanied by documents you discount them up to the limits fixed and 
for approved parties?—Yes. 

8103. Do the agents at the various branches refuse to take hundis, 
which will be paid where the bank has not got a branch or a recognised 
agent? Could you give the Committee a list of places where the bank has 
recognised agents for this work, and would it follow that no hundis will 
be discounted by the bank or even accepted for collection, which arc pay¬ 
able at any other centres?—We can give you the list of places where we 
have recognised agencies. 

8104. Would you discount hundis which would be collected at any other 
centres ?—Yes. 

8105. And the parties concerned would have to pay the usual collection, 
charges plus the out-of-pocket expenses?—^Yes. 

8106. What are the usu-al salaries to clerks of different grades, and the 
officers of different grades in the Imperial Bank? When was the scale last 
revised ?—Is there any ground for the complaint that the salaries are unduly 
high?—I would prefer not to answer the question. 

8107. In reply to the Chairman, you said that industries should precede 
the Industrial bank. We have been told that several ventures which were 
sound and which had good prospects have gone to the wall, because the 
existing commercial banks find suitable occupation for their funds in safer 
and better fields and there is no machinery at present for saving such ven¬ 
tures from going to the wall, A timely saving would be more economical 
to the country than the w^asteful series of failures we have had. What 
would you say to that?—I think the saving of such industries is the proper 
function of private capital. 

8108. You think that private bankers ought to come forward to give 
them the necessary finance where commercial banks cannot do it?—If 
bankers like to do it, they may, but I think it is more a subject for private 
industrialists. 

8109. From the point of view of the bank the position you take up is all 
right, but from the point of view of the borrower there is a gap and we 
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atre asked as a Committee to fill up this gap. The machinery of the 
Industrial bank is intended to fill up this gap. The suggestion made to us 
was that both should go hand in hand. Would you agree to it?—I am 
afraid I do not agree with it in the pioneering stage to which I understand 
you refer. 

8110. Chairman: I think I put the precise stage in one of my question 
I shall give you a specific instance. The promoters of a tea garden at 
Jalpaiguri managed to raise 10 lakhs of rupees. Having raised that money 
they got the land and then conducted the initial development. Then they 
found that they wanted another 5 lakhs to establish a tea factory. Their 
subtaiis.sion to us was that under present conditions they found it very 
difficult to raise those five lakhs from any lending authority or bank or 
people of that sort. Private capitalists do not, generally speaking, come 
to their help at that stage. They urged that this Committee should at any 
rate explore as to whether some other avenue could not be created for 
affording facilities to concerns of the class I have mentioned at that junc¬ 
ture?—If you take the specific instance mentioned, I should describe it as 
an industry which is under-c.apitalised, and such an industry is not a fit one 
to go to an industrial bank They must put up their own capital for blocl, 
etc. 

8131. Also working capital, until the stage of production is reached?-— 
Yes. 

8112. That is practically the answer you gave me and you adhere to 
that view?—Yes. 

8113. Mr. Manu Subedar : You said that deposits for five and seven- 
years were unsatisfactory and wdfch regard to debentures, your suggestion 
was that 20 to 25 years would be a mere suitable period. Was that nob 
So?—Yes. 

8314. You are aware that in the United Kingdom several Industrial con¬ 
cerns issue a five-year note or bond and utilise that method for securing 
additional finance. Is there any difference between the conditions in the 
United Kingdom and here?—I do not know the terms under which they 
issue these five-year bonds. 

8135. They are issued as bearer bonds for five years on the security of 
tile block of the company and there is a mortgage for five years?—I am 
afraid I cannot criticise it unless 1 know the nature of the business and the 
full terms of the bond issued. 

8110. Is the Imperial Bank liolding a large number of debentures of auy 
kind as part of their investment in this country?—We have the debentures 
of local authorities, e.g., Port Trusts, Municipalities, etc., but not of joint 
stock companies. 

8117. If I told you that most of the debentures of joint stock com¬ 
panies issued in Calcutta and Bombay were not for 20 or 25 years but for 
7, 10 or 15 years, would you be surprised?—^^Yes. 

8118. We had a great financial authority from Bombay who is handling 
money running into many erores and he gave his opinion that the most 
suitable period for raising debentures was from 7 to 10 vears?—But did he 
say that the Calcutta debentures were for 7 to 10 years? 

8119. I suggested about Bombay; I do not know about Calcutta. We 
had another expert who also gave it as bvs opinion that the most suitable 
period for a debenture was 7 to 10 years. You are also a great authority, 
but you say the period should be 20 to 25 years, could you tell us your 
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reaHon why it should not be a shorter period?—Debenture capital is usually 
additional to the share capital; it is in the nature of a pertnanent issue ctf 
capital. I think that most companies which issue debentures hope some 
tune to pay them off, and I think that most people would consider it liighly 
improbable that they would be able to pay them off under perhaps 20 nr 
25 years. 

8120. But it would also depend on the willingness of the market to take 
debentures. If the market was frightened with 20 or 25 years’ run, and 
if it was more willing to do 7 or 10 years, I suppose the borrower is more 
or less handicapped, even if there is the advantage in the longer period?— 
Of course the buyer and the seller have to come to terms. 

8121. Even if the borrower is keen on a longer period, the underwriter 
miglit say that unless it was for such and such a run, be would not under- 
vM-ite?—He would consider that no doubt. 

8122. With regard to investment trusts. I was much interested to learn 
from you that investment trusts would he safer if they operated in a wider 
field?—I do not think you can read that into my Mords. T said they 
operated very often in the world-wide market. 

8123. 13y ■world wide,' you in(;ant more than one country?—Yes. 

81'24. No investment trusts actually operate world-wide in the sense 
ol taking all countries, but they operate in mon> than one financial centre?— 
'Yes. 

8125. 1 have before me the udvertisement of the First Mortgage Co¬ 
operative Investment Trust Limited, 7, Pall Mall East, London. This is 
one of the Investmeht trusts registered under the Industrial and Provident 
Societies Act of the United Kingdom and I dai-esay there are many other 
trusts of that kind registered in the United Kingdom under that special 
Act. They are e.xempted from Income-tax and assisted in various ways. 
Would these trusts operate very far afield ?—These investment trusts vary 
from a first class investment trust to a so-called trust which is merely an 
operator in shares on the Stock Exchange, but 1 do not know what this 
particular trust is. 

8126. So there are several varieties of Investment trusts which do not 
operate in more than one market and they need not be world-wide?—That 
is so. 

8127. In India there are many industries and there is a large variation 
at different centres and if an Investment trust were set up, the conditions 
would be sufficiently diverse to enable them to beat out the- risks?—1 
thirik so. 

8128. So that there is nothing inherently impossible in the success of 
fin Investment trust if it operated in India alone, provided it went to the 
Punjab, Burma, Calcutta, Madras and so on?—No. 

8129. With regard to the preference which the Indian investor has 
for share appreciation and therefore the reluctance which he has for taking 
np debentures, would you tell us whether in India the amount of total 
share issued in its relation to debenture issue is much smaller or much 
greater than similar amounts in any other market, say Ijondon?—I enn- 
7ict express any opinion on that. 

8130. I put it to you that the largest issues are shares, the debenture 
issues are comparatively smaller?—understood that you were comparing 
the conditions in India with London. 
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813i,. 1 only want to know whether there is any serious difference in- 
the mentality of the Indian investor with regard to debentures and shares 
and whether human nature is not the same al! over the world?—I think 
my answer implies that. 

8132. That there are many more people in the world who want appre¬ 
ciation of share capital and who would not therefore go in for a stock 
which is given for guaranteed interest, but which would not appreciate 
in capital?—As far as I remember, the question was whether this was 
peculiar to India or not, and I said it not peculiar to India. 

8133. You take a pro-note on every loan?—Yes. 

8134. And a pro-note implies that you have a c.laim on the as&ets of the 
man who signs the name?—Yes. 

8135. It is not a secured position, but it is a general position?—It 
is not a speeitie claim. W'e have the. right to dent,and payment of the 
note, but we cannot attach any particular ttssel. 


8136. In addition to th;it, you take hypothecation of the stocks which 
is a specific right?—Yes. 

8137. I put it to you whether it is reasonable to ask further for a 
third party’s gunranloe?—Except that under the Bank Act hypothecation 
is no security. 

8138. Under your Act hypothecation Is_ rnereb. 

security?—Y'es. ^ 

8139. Therefore you take wo names and it is the second 
the promissory note which yon call the guarantor?—Yes. 

8140. There is no third party?—There may or may not be. 

8141. When you get the joint stock company and the Managing 
Agents and when you get the hypothecation of stock, that is enough tor 
you—Y'es. 


an additional collateral 


name on 


8142. There, your claim is specific to the exte.nt of the stock and the 
general claim on the entire wealth of the inan.aging agents as well as 
on the joint stock company?—Yes. 

8143. It has been put to us that this is very restricted finance, that 
is to say, compared to the total worth of the signatures and so cu, the 
amount advanced by you is not large enough?—Yes. I understand it has 
been stated but of course we must be the judge of what is fit, and due 
regard must be paid to other liabilities, if any. 

8144. This is done by you for the Bank’s safety which, I take it, is 
the primary consideration with you, but from the point of view o!! the 
borrower there is some room for complaint?—1 think you will find that 
in the majority of cases, what we call the drawing power against this 
promissory note is regulated by the stocks hypothecated to the bank which 
is what the borrower requires. 

8145. Supposing a managing agent was worth two lakhs of rupees, 
his signature is nothing, but if the actual stock hypothecated is worth 
5 lakhs, you allow for a 25 per cent, margin and advance oniv i:o that 
extent?—Yes. 


8146. You take therefore no account of the credit of the man who sign* 
the pro-note?—We do, that is why we give the money. As I explained, 
hypothecatjpn is no security, it is not admissible under the Bank Aet. 
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8147. Mr. Manu Suhedar: In cases where loans are not paid up you 
still take charge of the stock and then it ceases to he hypothecation. You 
may call it collateral but still 5 'oii have a specific charge on the same, 
is it not?—Yes. 

8148. In making loans on two signatures and on hypothecation you 
keep generally a margin of 25 per cent.?—^Yes. 

8149. Have you ever made appreciable losses on loans of this kind at 
any time?—There have been some cases of loss, but it is rather clirticult 
to recall whether the number is appreciable or not. It is a very good form 
of business. 

8150. From the borrowers’ point of view the complaint is that the 
amount of advances that you make .arc extremely limited and I w()uld 
request you to give your ideas on that?—It frequently happens that 
borrower’s point of view differs from th.at of lender. We are operating 
under the Bank Act and we pursue all safe lines of business, our experience 
in the past has proved that we have been keeping ourselves on safe liiicii 
and meeting borrowers’ reasonable demands. 

8151. Similarly about advances on industries—and you gave us a list 
of industries which you are advancing—I presume you follow the s ime 
practice in making your advances?—^Yes. we arc also discounting their 
bills for them. 

8152. What sort of bills are they? Uo you discount any bills in 
Bombay against the sale of cloth in Bombay to an up-country dealer. 1 
suppose you do not do that class of business?—I do not know whether 
it is done in Bombay, but Mr. Lamond will bo able to tell you more 
about that. So far as Calcutta is concerned it is quite; common for the 
Imperial Bank to do so. 

8153. Then you also give loans?—Yes, for periods of from one to three 
months. Many of them have also got clean overdrafts, whist, bo others 
we have advanced on the mortgage of Government securities, .'ill these' 
forms are used in assisting industries. 

8154. May I take it that you are able to ejccupy all your funds in this 
manner?—Generally speaking and allowing for our security holding .and 
cash balances, you can take it to be so, at present our cash iimounts to 
something like 28 per cent, of our liabilities. 

8155. That might be due to abnormal conditions?—That is so. 

8156. And there are many people who apply for loans but fail to get 
the same from you?—Yes, if wc do not consider it a proper form of 
investment we do not grant loans on such applications. We also f '.’.pple- 
ment our resources by other moans whenever there is a need f. r the 
same. 

8157. In what ways?—By raising your deposit rates, 1 suppose?— 
Yes, we do that also. 

8158. Because you have no other means to raise funds as otliei Centr.d 
Banks in foreign countries except under the Currency Act in regard lo tin; 
inflation of currency?—We can also sell our investments eoiisisieu' to 
what we consider to be a safe margin of cash. 

8159. You dealt with the legitimate functions of banks, Wotild \<>u 
consider businesses like clearing goods from the docks or w.arebousfs rw 
rail, auctioning, foreclosing and such other a.gency business proper fune- 
tions for a bank to perform?—^Do you mean the general clearifg and for¬ 
warding agency business? 
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8160. Not the general huainess, but just rendering such service to your 
•customer up-country in order to avoid the charges of middlemen?—I think 
that would ordinarily fall to the lot of the Exchange Bank. 

8161. It will equally fall under the purview of an Indian bank. Take 
for example a merchant in Bombay who sends goods upcountry where 
your bank has a branch. If the goods arrive in a damaged condition, 
would your bank agent at the other end do some service for the con¬ 
signor?—I think he would first see whether the consignee of the goods 
had performed his ordinarv lutsiness and taken delivery. Primarily it is 
the buyer’s duty If he refused to do it, naturally he (the bank) will 
protect the interests of the consignor, provided the relative bills are in 
the hands of the Bank. 

8162. Under normal conditions you would not consider it proper for 
the bank to do the clearing and forwarding business from the I'ort; into 
the interior?—No, not unless the bills are in the bank’s possession. Even 
then, I think the bank will employ .a forwarding ogeni . Thc^ b.ank would 
not employ its own men to do this work. 

8163. And the brink would also deal with the steamer companies, 
the insurance and the railway companies and if ihe party at the other 
end refused to take delivery of the goods, the bank would store the goods 
and sue the party for it. Ts it not?—I think Ihe bank would care for 
the goods relating to the bills 'in its possession and take legal proceedings 
.aa instructed by the consignor, 

8164. With regard to foreign banks operating in this country you 
said you were in favour of applying to the foreign banking companies the 
same law as applies to the Indian hanking companies in so far as it 
.should apply to foreign banks. You know that it cannot bo applied to 
the foreign banks with regard to the publication of balance sheet:'?—1 
,im afraid I cannot discuss the position of foreign banks under the Indian 
Joint Stock Companies Act with any detailed knowledge. 

8165. At present no Indian laiv applies to the Exchange Banks?— 
Well, I do not think tliat is so. 

Mr. Buckley: Yes, there is something in (he pi'.'.sent law by whioh wc 
have to furnish some particulars. 

8166. Mr. Manu Subcdar: Would you desire that the foreign banks 
working in this country .should publish full particulars of their operations 
■in this country?—In my written evidence 1 have slid as much as I wish 
to in regard to this matter. My point is that before you legislate to 
control the foreign banks very careful consideration by a competent body 
is required, but I agree they should sidimif armual .statements showing 
their Indian business. 

8167. In reply to the Chairnmn you said you were not in favour' of 
any restrictions on the foreign banks iii connection with the issue of 
licenses?—Yes, 1 said, that witli reference to the dejiosits. 

8168. There are two considerations which have been put before this 
Committee in connection with these deposits. One of them is that Indian 
institutions have a jirior right to the savings of Indians in this country 
and that something should bo done to divert the whole or a portion 
of the deposits going into foreign Exchange Banks at present. What is 
your view on this?—My answer is this. The result would be chat the 
Exchange Banks would have to transfer funds borrowed in other i.ouiitrici 
and/or borrow from the Imperial Bank of India to replace, the Indian 
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deposits which they now have to the extent required for their exchange 
businesB. Exchange operations would be hampered considerably, and the 
higher cost of funds would possibly necessitate increased exchange 
margins. In as much as foreign funds were brought in, the interest on 
them would leave the country'. Their finance of internal trade would 
be allowed to decrease as they would nob bring in foreign funds or borrow 
to any great extent for this purpose. The shroffs, merchants, etc., who 
are now financed by the Exchange Banks would have to go elsewhere for 
the majority of their finance and the deposits formerly taken by the 
Exchange Banks would also be diverted to other banks. Owing to their 
very high financial standing and their very strong balance sheets the 
Exchange Banks are able to borrow their funds in India at low rates of 
interest and correspondingly low rates are charged to the shroffs and the 
merchants. The Indian depositors place their funds with the E.'tchange 
Banks and accept the relatively low rates offered as they are satisfi^ 
that their deposits are cpiitet safe and they would be unwilling to place 
them with banks on which they do not place so much reliance except at 
higlier rates and to a large ext(mt not at all. Probably the only non- 
exchange bank wJiich could attract the bulk of their deposit? is the 
Imperial Bank of India and the prohibition would give that bank a 
semi-monopoly. In as imicb as funds were deposited with other banks 
at higher rates tlu^ cost of fmauco to the shroffs and merchants would 
increase correspondingly au.d (rado would suffer. 

8169. Which trade you rnc^an, internal or external?—We may safely 
assume it to he both. 

8170. The other consideration that has been put to us is that from 
the point of view of the def)ositors that several strong foreign banks are 
coming in and will come in the future also because India shows an open 
door Moreover there is some danger to Indian depositors placing their 
money indiscriminately in foreign institutions. Have you anything to 
say on this?—I have statonl that the banks should be licensed. 

8171. A license would only enhance the danger because the ordinary 
depositor will think that it is safe to invest in such licensed banks, but 
all the saiiu! the affairs of the bank will not be known in this coimbry?— 
I presume the license will not. be given unless it is known. 

8172. Would you give the licensing authority the power to look into 
the finances of these banks?—These banks will have to provide some 
information which the authorities require. 

8173. Such inforaiation can be only periodical and much can happen 
during the period. Is it not?—That is so. 

8174. With regard to the license which you say, once given should 
not be taken away, you know that under the Canadian Bank Act the 
Minister in charge can revoke? a license once granted without assigning 
any reasons whatsoever. Wouhl you give that power to the Government 
of India, /.(■., to the Finance Mend)er?—I must study the Canadian Act 
more carefully before I can answer that epiestion. 

817,7. You said in an,swe?r to the Chairman that owing to dearth of 
suitable candidates you had to recruit candidates from England. We 
have had evidence from your directors and other parties that the Indians 
who ar(‘ ;ilready in your employ are doing very well ?—Yes. 

8176. Do I take it that obviously the number of Indians that you 
had been taking from time to time is the maximum number of suitabl*- 



men that you are able to recruit in this country and for the balance 
you naturally have to go to England?—Obviously the number vf men 
becoming available under any scheme must be small at first and increase 
gradually. I have already answered the point in reply to the Chairman and 
I have furnished a statement wherein I have given details of recruitment. 

8177. My point is that in 1927 you took 2 Indians and 3 Europeans, 
in 1928 you took 5 Indians and 8 Europeans. May I ask whether 
because you were not able to get the 6th man (an Indian) out cf your 
searches, you had to go in for a European?—We made searches which 
were very satisfactory to us. 

8178. You said the Clearing House should be managed by banks who 
are members of the Clearing House. As things are at present, the majority 
of these banks who control the Clearing House are foreign banks?—Yes. 

8179. A complaint has been laid before us that the foreign banks arfo 
dead set against Indian banks being admitted to the Clearing House. Is 
that within your experience?—I have hoard of such complaints. 

8180. What have you to say about it? You know that under tlie 
Canadian Bank Act there is a Bankers’ Association there, and there 
are similar associations in other countries, and the rule there is that only 
those hunks that are registered in that country cun become meuibois of 
that Association and no others?—I know of that provision. 

8181. Is .there any objection to India following this rule?—At tlie 
present moment the Clearing House is constituted by original member.s 
who form that Clearing House. It is their business entirely. 

8182. It has, at present, not been formed under any legal arrange¬ 
ment. If a law w'as enacted governing the regulation of banking in this 
couutry and if that law prescribed who shall be the members of the 
Clearing House, then would that not cover the point? Is there any 
inherent difficulty in India following such a practice?—I do not think 
there will be any difficulty; but I am of the opinion that you cannot 
prohibit the members of the present Clearing House from meeting together. 

SFSS. Nobody could object to their meeting outside the Bapking 
Association?—^That is so. 

8184. Mr. Devadhar: I will put to you a few questions bearing on 
Co-operative Banking. 1 think you know it very well that the services 
of the Imperial Bank have so far been appreciated generally by all those 
who deal with the Co-operative Movement. I shall read .au extract 
from the Report of the Townsend Committee on Co-operation in Marlras. 
They say, “The Imperial Bank rendered valuable services in the past 
to the Co-operative Movement and we understand that it is willing not 
only to continue the facilities which it now gives to the Co-oporative 
bauKS, but even to afford additional facilities if necessity arose". If 
this statement is common to Madras, I believe, it is applicable equally 
well to other parts of the country wherever there are Co-operative insti¬ 
tutions and the Imperial Bank?—It is the definite policy of the Imperial 
Bank to promote the welfare of Co-operative institutions and we Lave 
said that we consider it part of our duty to do the best we can lo see 
that the Co-operative Movement progresses on good lines. 

3185. Mr. Devadhar: On page 145 of their Report the Bombay Gotu- 
mittee say, “We may refer here to the complaints which we received 
from more than one Co-operntive bank about the difficulties put in their 
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Wfty by some branches of the Imperial Bank of India regarding remitcance- 
of funds.” This is more or less the burden of some of the complaints- 
that are now heard against the Imperial Bank. I can read out to you 
from the evidence of Sir Ijuluhhai Samuldas before the Bomb.iy Com¬ 
mittee which says ‘‘I would go a step further and state that, if not in 
all centres, at least in centres where there are no other banks in exist¬ 
ence, Co-operative banks should be allowed free transfer of funds even 
for exchange business within certain well defined limits. This will 
promote banking development in outlying areas, extend remittance faci¬ 
lities for the general public and educate the small man in the handling 
of modem instruments of credit.” I believe you have listened to these 
complaints; is there any ground for them?—There have been ocoasions- 
in which we have found thcit the free remittance of funds by the Imperial 
Bank to Co-operative banks has been used for purposes for which it w.as 
]#ever sanctioned. We have drawn the attention of the authorities of the 
banks and of the Registrars of societies in the particular provinces wjthout 
effect; they have taken no notice. We tell them the way they should 
go, but they have ignored our advice. So the course adopted by us is th»^ 
best left to us. As I have said, these free remittances were sanctioned 
by the Government of India for certain definite purposes but they were- 
used for other purposes; and in this matter we take our stand on the 
ruling of the Government of India under which free remittances were 
given. 

8186. In the course of your written statement and also in answer to 
a Chairman’s question you said that the Co-operative banks should not 
go out of their proper sphere and do the business which we do nob con¬ 
sider Co-operative business. Could you tell us what that business is?— 

I have answered the point already in reply to a question from the 
Chairman and I would suggest to you that you should leave it at that 
for the present. 

8187. Mr. Devadhar: I will read out to you • a passage from the 
speech by my colleague, Mr. Eamdas Pantulu whose absence today I 
very much deplore; the speech was delivered at the seventh Co-operative 
Conference in Madras, and this is what he said, “The proportions which 
the Movement has attained, the expanding tendency of its life end the 
steady accession of national workers to the ranks of informed enthusiasts 
in Co-operation, have all begun to tell and to create a stir in certain 
interested quarters. Today the atmosphere and environment are by no 
means quite conducive to hasten an all round development of the Move¬ 
ment. Tile desire to nourish and invigorate the growth of the tender 
plant of Co-operation by means of special facilities is fast giving place to 
t» resolve to deal with it at arms length and to rank it with competing 
and profiteering commercial banking enterprises. The Imperial Bank has 
definitely ruled out agricultural paper as cover for financial accommod.ation 
particularly for purposes of fluid resources, and twenty per cent, of it has 
already been scrapped; the total extinction of it is only a matter of 
short time, say four years at the most.” Is that the position?—The 
most important part of this epeech so far as the Imperial Bank is con¬ 
cerned, is the statement made, namely that the Imperial Bank has defi¬ 
nitely ruled out agricultui'al paper as cover for financial accommodation. 
Well, that is not so; we have never done that. 

8188. You have mentioned in one of your answers to the Chairman 
that there are certain considerations which guide you and you have 
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vortain qualifications which you generally *expect from a candidate who 
offers himself. Has it ever occurred to you that you might select tor one 
of the higher posts at the head Office or at any of the branch offices a 
ruau who has had some good grounding in Co-operative principles, so that 
whenever tlicro are Co-operative proposals before you, you might have hi» 
<»dvicc ?—No. 

8189. Do you think it would be an advantage to do so?—I do not 
think so. 

8190. You recruit every year about 30 to 40 people on an average?— 
Not so many as that; on on average it is about 16. 

8191. My point is, do you not consider the expansion of the Co- 
oper.'itive Movement such an important factor in the development of the 
country’s economic life as to justify the selection of a Co-operative expert 
on your staff?—I think we have met that point by giving the Co-operative 
Wovement a careful study. 

8192. Dr. Hyder: Mr. Macdonald, in one of your replies you indicated’ 
a preference for investment companies or trusts for the financing of 
industry. Is that not so? I think you said that you would prefer to 
have investment companies?—I think it is time for a beginning to be made 
with investment trusts and industrial banks. 

8193. Are you aware that a criticism is levelled against these invest- 
iiienl' trusts in England that there does not exist the kind of intimate 
relationship which should exist between banks and their customers? Is 
it not true of India? I would make my meaning clear by reading out 
to you what occurs in the “Economist” for March 1, 1930. I hope you’ 
«re a constant reader of this weekly. It says; — 

“Of recent years a crop of so-called “trust companies” and finance 
houses have sprung up to fill the gap in the City system, but 
they have not the permanent interest in the well-being of their 
industrial customers, nor have they for the most part the 
standing and financial backing, to enable them to pay anything 
approaching the part played by the leading joint-stock and: 
private banks in industrial finance in Oermany”. 

Do you agree with that opinion?—Of course in recent years there has been 
a crop of these so-called investment trusts which merely operate very 
often on the Stock Exchange and I think these remarks apply to them. 

8194. Does there exist this intimate relationship?—Yes, the authorities 
controlling the origin.al investment trusts were men of high standing 
influence, knowledge, and business connections and they invested the money 
which came to them in the various companies of which they had an 
intimate knowledge. That is the original investment trust company. 

81 or) What is going to be the relation between this sort of original 
investment companies which you have in mind and the purely commercial 
banks operating in this country, supposing the former were established?— 
I think that must be for the future to show. 

8106. Dr. Hyder: May I bring to your notice in this connection the 
experience of other countries? “Industrial organisation and re-organisa¬ 
tion, however, is on its financial side largely a question of investment 
banking, and experience in two highly-developed industrial countries. 
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(Jermany and America, goes 'to show that a connection, or a( any late 
close co-operation between commercial and investment banking is ot great 
value to industry. The principal American banks, indeed, excluded by 
legislation from engaging directly in issue and financing business, have 
created so-called “security companies,” to carry out the type of transac¬ 
tion in question. The security companies work closely together w'ith their 
parent banks so that the net effect is somewhat similar to that of the 
German system ”, 

My point is that unless these investment companies were strongly 
supported, they would not be a success. Do you think I am right?—I 
think you ai'c probably right. There must be an intimate connection 
between any trust companies that may lie started and the existing com¬ 
mercial banks. 

■ 8197. Dr. Hyder: It is purely the Jilnglish commercial banking system 
in which the banks jilaycd a very large part as regards commerce. Here 
the needs are of industry and .agriculture and do you thihk we are right 
in adhering too closely to such a model in vii-w of the fact that conditions 
ore different in India ?—Yt s. 1 do. 

3198. But other countrici^ in Eurojx.' have'changed the model in view 
of the circumstances prcvfdling from time io time and my question i* 
whether you would not liayo what is called a system -of mi.yed banks, that 
is to say, banks performing various functions?—T think the German system, 
some times referred to as the Continental system, is probably what you 
have in mind. That system has grown up gradually to meet the peculiar 
conditions in (icrmuii history. 1 am nf)i an export in German banking, 
but I would refer you to “the Foreign Banking System” by Parker and 
Willis, which gives a short history of German banking. 1 think the book 
will explain that the system which prevails in Germany has been copied in 
other Continental countries but I doubt that the conditions which have 
made the system an apparent saiceess in Germany exist in India. 

8199. Do you think wc could copy that system for India'.’ Ts it 
advisable and practicable?—T do not think so. 

8200. Regarding investment com(»anies, supposing your .suggestion were 
adopted, would you restrict the operation of such companies to the confines 
of this country or would you give them entire freedom to invest their 
money, say in Mesopotamia or Persia?—should leave it to the discretion 
of a board, as I indicated in niy first answer. Tf you get the man capable 
of doing it, he may invest anyw'bcre. 

8201. Naturally, he will invest it where the, yield is the highest. The 
objection to these investment companies in England is that they know 
more about Brazil and South Africa than they know about Bradford and 
Bury. Would you restrict the operations then?—No. 

8202. Coming to the Indian .ngriculturisl, 1 taki^ il that you have his 
welfare at heart?—Yes. 

8203. He cannot come to you for any loan as things are at present?— 
He can. Wc have definitely instructed our agents in various parts of the 
agricultural districts that they are to encourage the small man and as an 
indication of what T meant by a small man. T mentioned the Rs. 2,500 
advance. 

8204. Let us get away from the Rs, '2.,500 advance and come to the 
bedrock of security. 'I’ho only security he can offer is hi.s name?—No, he 
has his crops. 
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8205. Have you started a system of lending on gold ornaments?—Yes. 

8206. From your experience of men and aSairs in this country you 
know that the ornaments which the Indian agriculturist possesses are not 
of gold, but of silver, are they not?—I do not think that is so, they are 
generally of gold, in some parts of the country they are of silver. 

8207. Have you any limit below which you will not advance on orna¬ 
ments?—We do not advance below Us. 100. 

8208. I take it then that you are lending to some extent to the culti¬ 
vator on the security of gold ornaments?—Yes. 

8209. In view of the fact that some part of the ornament holdings of 
the Indian cultivator is in silver do you think it would be practicable for 
your Bank, taking all f.actors into account, to give the option to him of 
taking an advance on the silver ornaments?—No, T would prefer not to 
do so. If you liave watched the price of silver, you will know that it varies 
considerably. 

8210. At present it is 18d. per ounce. Suppose the price of silver did 
not drop, would you be prepared to advance to the extent of half the value 
of the silver ornaments? Do you not think that you would be conferring 
a benefit on the small man with his small means if you allowed an advance 
against the security of his silver ornaments, although there might be some 
trouble in the beginning?—The great majority of the people of this country 
of the class you refer to put their savings in gold. I’here may be, and 
certainly are, a number who have them in silver, but we do not regard 
these silver ornaments as suitable securities for the advance. 

8211. But the traditional banker has no scruple as regarding lending on 
silver ornaments?—I do not knew of any other banker who advances on 
them. Such business seems to me to he more suitable for a pawn broker 
than a banker. 

8212. If you were !(• cxime down to meet the needs of the small man 
who after alt constitutes the bulk of the people here and went away a 
little from the notion of pawn-broking, etc., and advanced him on the 
security of the few silver trinkets he may possess, do you not think that 
you would be making conditions easier for such a man?—There is no 
doubt about it, but the point is whether it is suitable business; and, there 
is a limit, beyond which business ceases to be remunerati'ke. 

8213. Suppose you fixed one year’s limit and a mimimum 6f Rs. 50 
and only advanced to the extent of half the value of the ornaments, do you 
not think you would he confen-ing a benefit w^hich would be in the position 
of being twice blessed?—I think we had better leave it at that. 

8214. I notice that in the scheme appended to your memorandum you 
do not allow accumulation of leave as regards the 2nd grade Assistants?— 
That is so. 

8215. What is your reason for that?—^'Fhe reason is that we wish our 
staff to take their leave every year in the interests of their health. 

8216. I understood from an answer, which you gave before, that you 
would prefer some of your brilliant young Indians on your staff to go 
abroad. Suppose you altered this rule and allowed privilege leave to 
accumulate up to three or six years and allowed them to go bn study leave, 

VoL. III. ' ,3 H 
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gave them full pay for six months and full pay or half pay for the remain¬ 
ing period of six months or a year. Do you not think that the introduction 
of such a system of study leave as regards bank employees would bring a 
breath of fresh air into India?—I think that a man who works for six years 
or three years without any leave will probably be ill at the end of that 
period. 

8217. But may I bring to your notice that some institutions in India 
do have a system of study leave. If you really wish that your second 
grade Assistants should be conversant with what is going on in the United 
Kingdom, would you object to the introduction of a system of study leave?— 
It is very largely a matter of expense. 

8218. I understood you to say that the selection of these brilliant young 
men would be in your hands and that the expenses would be borne by 
you?—That referred to specially selected men. 

8219. In view of future developments that might happen in India, you 
do not think that the staff working under you should be prepared to take 
on any duties?—I think we have gone far enough in these rules as they 
stand at present, and I think that tliese rules and the training which our 
men are getting will provide all the staff wo require. 

8220. It may be that you may expand in the direction of exchange 
business, in the direction of industrial financing, etc. In view of future 
possibilities, do you not think that the system of study leave would find 
your staff better equipped to cope with the new duties?—I do not think so. 

8221. Mr. Lamond: There is at present a lot of misunderstanding in 
regard to banks advancing to industrial concerns to provide working capital. 
It has been said that it is extraordinary that banks should not allow their 
constituents to draw more money than the value of their liquid assets, 
notwithstanding the fact that the guarantors are very wealthy men. Would 
you kindly clear up this misunderstanding?—I think I made it clear. I 
think one of the accounts which w'as referred to was the cash credit 
account; a cash credit account with a promissory note signed by the 
borrower and secured by hypothecation of stocks. That account is for 
the purpose of financing those particular stocks and the drawing power. 
i.c., the amount which he m.ay draw otr that particular account, is limited 
by those stocks. If the borrower or his guarantor wants any additional 
facilities, they can be arranged on terras by his approaching the bank. 

8222. Mr. Manii Subedar: I had a, specific ease in mind in which I 
myself was the party aiTanging it with the Imperial Bank. It was a 
textile concern with a reserve of over a crore of rupees and the Agent’s 
signature was at that time worth about 2 crorcs of rupees. These two 
signatures were given and the cash credit given by the bank Vvas Bs. 20 
lakhs. But next year they w^ould not raise it. My idea was that compared 
to the .amount of security taken by the bank, the amount of credit raised 
was extremely small. That is to say, you take no account of the genuine 
worth of the two signatures hut go on mechanical rules?—As I explained, 
the limit on that account is the value of the stocks. But if the limited 
company had a reserve of one crore and the guarantor was worth 2 crores, 
they would appear to eligible parties for hank advances. 

, 8223. They wanted to raise more money and it was not allowed by the 
Imperial Bank. I am speaking of a specific case in whieh I was myself 
concerned?—We would want full particulars of that case. 
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8224. Tbifai is a sort of general case and a very exceptional ;Case. But 
you would not say that most of your cash credits are on this basis?—say 
that the drawing under the cash credit would be limited by the value of 
the stocks. If wealthy corporations and individual guarantors want more 
money and are in the position which you indicate, they would have no 
difficulty whatever in getting it in some other form. 

8225. Cash credit limits are generally screwed rather low?—The cnly 
limit is the value of the stocks subject to the credit arranged. 

8226. Sir Purshotamdaa Thakurdas: It strikes me that there may be 
a little misapprehension on the part of Mr. MacDonald. I do not think 
that in the instance quoted the party was prepared to hypothecate his 
stocks at all. 

Mr. Manu Subedar: He was not. We gave a declaration that the first 
lien on the stock would be the Imperial Bank’s. It is a form of assurance. 

Sir Purahotamdas Thakurdas : Not necessarily. There may be deposits 
from outside. If there was a borrower with a reserve fund of a crore of 
rupees and the Agent’s signature was worth two crores and if he offers the 
stocks as hypothecation, he would get from the Imperial Bank 50 lakhs 
against the stocks, but if he wanted it on the plain signatures of the two 
parties, it is a different matter. 

Mr. Mann Suhedar: We got 25 lakhs of rupees from another bank next 
year. 

Sir Purahotamdas Thakurdas: If it is made clear to the witness tliat 
the party was not prepared to hypothecate the stocks, he may be abls to 
give you a definite reply. 

8227. Mr. Rushforth ; Referring to the question of sending your men 
abroad, I think you will probably agree with the statement of the Indian 
Institute of Bankers who say: 

“There are better opportunities for Indians to get a sound training 
in India than in England. An Indian student passing tbo 
London or Indian Institute of Bankers examination, with a 
few years’ practical training in India vould prove to bo more 
efficient in and better qualified for his work than one who 
works in a branch office of a London bank and returns with 
the idea of having received special training outside India’’. 

What exactly do you mean by speci.'d training abroad?—In fact what I had 
;n mind was that a specially selected man (and I gave the qualifications of 
such a man) should be sent abroad and all the influence of the Imperial 
Bank and its various Governors used to give that man the best experience 
possible in the highest branches of banking. 

8228. That ivould not necessitate his going into a hank abroad?—No. 

8229. Suppose an ordinary Indian joint stock bank wanted to send some 
of its men for training. Assuming that the difficulty about expense could 
be got over by Government assistance because Government might be pre¬ 
pared to consider special scholarships for any such brilliant young men, 
do you think there would be any practical difficulty in arranging for the 
men to get this experience abroad?—I think there would be great difficulty. 
It is very much a matter of influence. Men do not teach other people 
their business and the best parts of their business to any one who come* 
along and asks for it. 
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6296. I i£ that the Imperial Bank would be prepared to give asslst- 
ance if they send their own men. What would be your attitude towards 
a apecialiy selected man from somewhere else assisted by Government?— 
I think Government should provide the introduction. 

6231. It is a matter of getting the necessary introduction. That is 
what you had in mind, not so much his actu.ally working in some iiank .as 
an employee?—No. 

8232. Ill reply to one of the questions, you said you vrould prefer not 
to express an opinion on the conversion of the Imperial Bank into an 
industrial bank. It has been said that the Imperial Bank is prevented from 
giving assistance to industries owing to certain legal restrictions on its 
operations. Would you have any objection to the modification of these 
restrictions, so that the Board of Managemerit would have discretion .at 
any time, say, to start an Industrial department of the Imperial Bank? 
fir, do you think that these restrictions are salutary?—I think the Iropcrial 
Bank in its present position is a hybrid institution and that the present 
restrictions are sound and should not be modified in the wav you suggest. 

8233. Chairman: When a Reserve Bank is established, if it 'is estab¬ 
lished, would you agree to the enlargement of the scope and functions of 
the Imperial .Hank as contemplated by Mr. Rusbforth?—I think I said 
before that personally I would much prefer that these two functions should 
be exercised by separate bodies, tjj 

8234. Sir Hugh Cochc: You have been connected with banking for many 
years in this country and I take it you have seen very great development in 
the time tliat you have knewn India?—Yes. 

8230. I>o you consider that steps might be taken to bring about a more 
speedy development of banking?—I u-ould rather deprecate any haste 
whatever in the development of banking?—Banking will come and will 
develop as trade develops if j'ou let it. ■ 

8236. Further development very largely depends, I suppose, on further 
education of the people and the attraction of deposits from people who 
have possibly hoarded wealth to-day?—^It will depend on education. 

8237. Is not the future development of banking habits mainly a quesition 
of education?—Y'es, it is very largely a question of education. 

8238., As regards industrial banking and the question of capital, it has 
been suggested to this Ccimmittee that Government might guarantee 6 per 
cent, debentures. It has been pointed out that what an Industrial bank 
would really require is free capital. If G per cent, debentures were raised, 
it would mean lending that money out to new industries at 7 or 8 per 
cent, which would cripple those industries and make it difficult for them 
to prosper. What is your idea about the question of capital, should an 
Industrial bank be established?—I imagine the 6 per cent, mentioned is 
rather misleading. In the first place, I think the Industrial bank would 
probably start with a very large share capital and having invested that 
capital in existing industries, generally it would acquire certain assets. I 
presume then that if it wanted more capital it would issue debentures. It 
would not be necessary to charge 7 per cent, to industries because of 
the 6 per cent, debentures. 

8239. But how would you get your initial capital?—The public would 
not subscribe without some sort of guarantee. Would they?—They have in 
the past. If they get the right man at the head of affairs at the proper 
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tijme and you have tbo tpeoper direptorate, I do Bot think th^e wwM be' 
difficulty. ' . 

8240. So that you- would not recommend at the start any, Government 
guarantee?—I do not like Government guarantees, a well founded concern 
should be able to do without them and there is the danger that they may 
be used to prop up an unsound one. 

8241. Chairman : Your point is that you do not like Government gtiar^^ 
antee of interest on the share capital?—Yes, and dislike a guarantee’oi’- 
capital as much. 

8242. Sir Hugh Cocke : On the question of individuals who have attaokedi 
banks, as vou know, .lodges have recommended that cases should not be' 
brought against banks without some preliminary enquiry. A suggestion to 
that effect was made by the Chief Presidency Magistrate the other day, 
and a Chief Justice has made a similar suggestion before. I think in your 
memorandum you have said that it is difficult to legislate against a thing 
like that. .But you would consider that some fonn of preliminary enquiry 
might be desirable to help banks in future?—I understand that at present 
whan a case of that sort takes place the complaint goes to a magistrate and 
the magistrate actually conducts an enquiry before the matter goes any 
further. I entirely disagree with the suggestion that it should be held 
in camera. 

8243. In other words, there should be no preliminary enquiries in 
camera —Yes. 

8244. Sir Hugh Cocke: On the question of rai.sing debentures by an 
industrial concern which has been discussed today, I take it whether the 
period should be 10, 20 or 25 years would very largely depend on circum¬ 
stances. One can concede that it is a question of borrower and lender 
coming to terms; but if the borrower wants to raise a debenture issue and 
to provide for the repayment of that issue out of the profits, then naturally 
a short period would be impracticable?—Yea. 

8245. It is all a question of how scon a borrower can create a Beserve 
fund to take the place of debentures?—Yes. 

8246. Mr. Jadunath Roy With reference to finance of jute in the 
mofussil you said in reply that this is a matter of storage. Do you refer 
to suitable godowns or what is it?—It is very largely a question of godowns, 
and the manner in which jute is stored in them. 

8247. In the mofussil godowns may change hands and still you would 
not make any difference? In the mofussil I may be occupying a godown 
this year and next year you may be occupying the same and in that ease 
you would not differentiate. Will you? 

8248. Mr. Barker: Mr. Boy’s point seems to be this. The same godown 
may be hired by Ball! Brothers this year and next year by Mr. Jadunath 
Boy and you say generally Europeans are better in this respect. Mr. Boy’s 
point is why should there be any differentiation ?—I agree there should not 
be any differentiation. There is none in such a case so far as godowns 
are concerned. 

8249. Mr. Jadunath Roy: If these godowns are covered by insurance, 
then I do not see any reason why you should make any difference ?—It is 
all a matter of opinion and you are not sure that vou are going to get your 
insurance money. 
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8250. Why not if you insure with a good insurance company ? 

Chairman : Would it not be necessary to establish that the goods that 
have been insured have actually been lost?—^Mr. Roy is dealing with actual 
god owns. 

(Witness to Mr. Roy) Apparently your point is it does not matter at 
all how the godown is built provided it is insured. 

Mr. Jadiinath Roy: Yes. 

(Witness) I say opinions differ. I think it does matter because a godown 
that is badly constructed is more likely to catch fire and there is more like¬ 
lihood of some mistake occurring in the proposal of insurance and possibly 
disputes might arise. 

8251. Mr. Jadunath Roy: About education you have suggested that if 
the relatives of indigenous bankers got their education from joint stock 
hanks, they will be efficient. Is your bank prepared to admit children of 
indigenous banking families into your bank?—We are prepared to consider 
«,ny aiipiieation from such young men. 

8252. With regard to the indigenous banker what position should they 
hold in the country? Is he to be linked with other banks?—I think he should 
be. 

8253. What restrictions should be put on these indigenous bankers — 
I have mentioned commercialisation as a desirable step. After that is 
taken, restrictions may become necessary but at present I doubt that 
any are called for. 

8254. Mr. Shanniuhhani Chetty : You say in your written memorandum 
that advances are often made on the security of hypothecation of stocks to 
industrial concerns. What other kinds of loans do you advance to indus¬ 
trial concerns except this?-—We discount their bills and we advance against 
pledge of their stocks and we give them loans against Government securities. 

8255. But the greater part of the advances to these industrial concerns 
are on the hypothecation of stocks?—^That is so. 

8256. And even in the case of advances on the hypothecation of stocks 
you require signature of the managing agents of the firm or some third 
party ?—Yes. 

8257. And this you require because of the obligation imposed upon you 
by the Imperial Bank Act?—Yes. 

8258. If any such obligation is not imposed, do you consider hypotheca¬ 
tion of stocks would be sufficient security?—^Eaoh case must be decided on 
its merits. It may be good enough in one and not good enough in another. 

8259. In your experience of advances there are a number of sound in¬ 
dustrial concerns to whom you would advance loans without the security 
of the managing agents?—^Yes. 

8260. Would you be in favour of repealing that provision of the Bank 
Act?—No, because it is a very sound position for a bank situated as the 
Imperial Bank is. 

8261. You have yourself conceded that you would advance on the 
hjpotheeation of mere stocks?—^In the particular cases to which you refer 
there is probably no danger, but general experience is that vou have only 
got to give sufficient rope in that direction and you incur many dangers of 
other kinds. 
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8262. Are you aware that there has been considerable criticism on the 
part of the public with regard to the working of the managing agency 
system in India?—Yes. 

8263. Do you not see one reason why managing agency system persists 
is because that some third party like the managing agents are rdways re¬ 
quired to give their signatures for securing loans for industrial concerns?— 
It is one reason no doubt. 

8264. So long as the bank enforces that provision, there is no chance of ' 
the managing agency system disappearing at all?—If the managing agency 
sySitem did not exist the guarantee might be replaced by the pledge of 
stocks instead of hypothecation. So far as guarantee is concerned, the 
system is not indefensible. 

8205. You know it would not be in most eases?—I think most concerns 
pledge their stocks. Even now the Impfcrial Bank very often advances 
loans partly by pledge and partly by hypothecation. 

8266. Suppose the system of managing agents is abolished and indus¬ 
trial concerns are managed merely by paid managing directors; in such 
eases you cannot expect the directors to undertake personal responsibility 
for the advances that the bank make?—They often do in actual practice. 

8267. Is it reasonable to expect them to do so?—I do not think they 
ate likely to do anything unreasonable. It is quite a common practice 

8268. In advancing loans on the hypothecation of stocks do you take 
into account only the manufactured articles or do you take into account 
stores, fuel and things like that?—The stores, etc., may be hypothecated 
but not taken into account so far as the drawing power concerned. 

8269. So it is only an additional security for you without conferring 
any margin for the borrower?—That is so. 

8270. Do you know if any exception to this rule is made?—I think I 
can explain your difficulty there. The Imperial Bank is an amalgamation 
of three presidency banks and these banks had their peculiar customs but 
it is clearly impossible to bring these various customs into lines all at 
once even if it were desirable to do so. 

8271. At present there exists in certain parts the practice of taking into 
account the value of stores also?—There may be, but we are trying to avoid 
it. 

8272. Have you had any complaints about this practice, for instance 
in the case of European managed companies all these stores and fuel are 
taken into consideration but in the case of Indian managed companies they 
are not taken into consideration?—I have heard of them. The complaint 
has not reached me officially and I have not inquired into it. 

8273. The managing agents are asked to give their personal guarantee. 
Do you know that where the managing agent has given his security for an 
advance to a concern ■which ho manages, then his own personal credit to 
that extent is reduced with his bank and as you know the managing agent 
may have other business to do?—The liability has of course to be taken 
into account. 

8274. Therefore under the existing system of requiring the managing 
agent to give personal security although he may be a very sound party, his 
boiTowing power is to that extent curtailed?—I do not say it is curtailed, 
but the fact that there is an existing liability is taken into consideration and 
I think that for that liability he expects and ho gets a remuneration. 
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B^75. I suggest that if banks were to advance to industrial concerns 
without asking the personal security of any person, the managing agency 
system would disappear more quickly?—Possibly. 

8276. You say that sound and well-managed industrial concerns usually 
do not experience any difficulty in making arrangements for their financial 
requirements. Supposing an industrial concern finds the money required 
for its fixed and block requirements by share capital, when the actual work 
is begun you advance only up to 70 per cent, of the value of the stocks?— 
Yes, approximately. 

8277. Therefore you think the industrial concern should raise not merely 
its own share capital but also working capital up to 30 per cent?—That is 
absolutely essential. 

8278. You do not think it is good enough for the industrial concern to 
find only its block and ask the bank to finance the working capital entirelv?— 
No. 

Sir Purshotamdas Thakurdus: May I take it that it is the ideal to work 
up to. 

8279. Mr. Manu Siihcdar: Is that the condition in the United Kingdom 
that they only find the whole of the block but also 30 per cent, of their 
working capital?—I cannot speak of the United Kingdom. 

8280. Why should there be a greater handicap on concerns started in 
India than elsewhere?—I am not aware that there is. I said I could not 
speak of the United Kingdom. ^JJnless you can provide part of the stock-in. 
trade, ;iou are definitely under capitalized. You must provide part of 
your own working capital. 

8281. Mr. Shanmnkham Chctty: You do not think in an organisation 
where there is an industrial bank to provide that working capital there is 
sound finance?—Is the industrial bank to provide the total of the work¬ 
ing capital? 

8282. I suggest that industrial concerns in India must in the first in¬ 
stance find their fixed capital and expand their own share capital. Having 
started that, they may look forward to an industrial bank to advance 30 
per cent, of the working capital and then go to the Imperial Bank to advance 
70 per cent, on the stock?—I have no doubt it would be satisfactory if the 
industrial bank can do it. 

8283. If an industrial bank is established in India, then it will facilitate 
in bringing about that state of affairs?—It will. 

8284. Do you not think it is one of the proper and legitimate functions 
of the industrial bank to do?—It might be possible to do that; I do not 
object to that any way. 

8285. So if there is an industrial bank in existence in India it would 
to that extent help the development of industries?—Yes. 

8286. You say, that in your opinion industrial banks would not be a 
success in India at present as there would be little likelihood of the invest- 
ing public having confidence in them. Therefore the lack of confidence in 
the investing public is the only risk which you consider would hamper the 
existence of an industrial bank at present?—Have I not answered that 
question ? 

Chairman: You said that under present conditions of depression you do 
not advocate the immediate establishment of an industrial bank. 
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8287. Mr. Shanmuhham Chetty: Are you thinkiag of the depressed con^ 
ditions of the past 5 or 6 months which prevail in the country?—^No. 

8288. Then what are you thinking of?—I have already answered that? 
point in answer to the very first question put to me by the Chairman. 

8289. Mr. Shanmuhham Chetty: You ended up by saying that industnsr 
banks and investment trusts must follow the development of industries- 
and not precede?—^Yes. 

8290. Is not India sufficiently advanced in her industrial development 
to warrant the existence of these trust companies and industrial banks?— 
I have already answered that in the first part of my statement. 

8291. Has India in your opinion advanced to the extent which would 
warrant the creation of these industrial banks?—You might introduce theni' 
on a limited scale in the jute and cotton industries, there is possibly an. 
opening. 

8292. .Are you aware that tlie League of Nations regard India as one 
of the 8 great industrial countries of the world?—1 do not know that. 

8298. That would warrant the assumption tbot India is sufficiently 
advanced in the matter of her industries. I would therefore suggest to- 
you that the time has now come for the establishment of these industrial 
banks. But you say that industrial banks would not be a success in your- 
opinion?—The industries which give India such a high position as eighth 
among the countries of the world do not need the establishment of an- 
industrial bank. They are old industries and we are seeking to establish 
industrial banks which would come to help new industries. 

8294. When is the industrial bank to come into existence at all then ?— 
After the pioneers have established the industry. 

8295. Then according to you that industry will have become old?—^No. 

8296. Do you not think that there is 9cope for the development of the- 
textile industry in Southern India?—At the present stage the textile indus¬ 
try has got as far as it can go, but future development will probably be 
in the way of up country mills including Southern India rather than mills 
in Bombay. 

8297. Mr. E. 0. Pears has said in his report on the Indian Cotton 
industry that there is great scope in Southern India. It is not one of the- 
new industries about which there is any doubt. It is an old and well- 
established industry. Do you not think, that the establishment of an in¬ 
dustrial bank would give a sort of fillip to this industry ? — ^I think it would. 

8298. So to that extent the industrial bank in India would be an advan¬ 
tage —Yes, though in a limited field. Whether it would be a sufficiently- 
wide field for the industrial bank is open to question. 

8299. You said that an industrial bank would not be a success. Is it? 
because you think there would not be sufficient scope for the industrial' 
bank?—I think so. 

8300. I thought you had said that the public would not have sufficient- 
confidence in it?—Yes; that is another reason. 

8301. Is that the primary reason in your mind?—^I cannot say whether- 
it is primary or secondary, but it is one of the reasons. 

8802. Do you not think that the State must do something to create 
confidence in the public. If it is granted that there is scope for an indus¬ 
trial bank in India, but that the only obstacle is that the investing public- 
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have no confidence, should the State do something to create that confi¬ 
dence?—In my opinion the industrial bank should be carried on v/ithout 
State interference. 

8303. So you do not think that guaranteeing the industrial bank for 
the purpose of promoting the industries of a country is a legitimate function 
of the State?—I would not allow the State to do it if I had the authority. 

8304. You said that State Aid to Industries Act was within the legi¬ 
timate purview of the State?—Y'es. 

8305. Do you know that one of the provisions is that the State should 
guarantee the interest on the debentures?—Interest! That is another 
matter. I thought you were referring to the guarantee of all the bank’s 
■debentui'Gs. 

8306. If an industrial concern wanted to raise capital and the bank was 
not prepared to advance it, the local Government was empowered to stand 
as a guarantor. Do you not think that it would mean the assumption by 
the State of a much greater responsibility than guaranteeing the interest 
on the debentures issued by the industrial concern, because in that case 
the State would bo undertaking the guarantee of the whole business?—The 
guarantee under the State Aid to Industries Act is on a very small scale; 
that has been my experience. 

8307. The fact is that local Governments might not have chosen for 
some reason or other to exercise the powers under that Act; but the pro¬ 
vision is there?—But they have not exercised those powers. 

8308. Do you think tlien that that provision is too wide?—No; I should 
not say so, so long as the State exercised its discretion. 

8309. What do you consider as the legitimate way in which the State 
can come to tlie aid of the industries?—There is the State Aid to Industries 
Act. An industrial bank when it is started should have such a management 
that it should be able to dispense with the guarantee of the Government. 

8310. You say “I see no objection to Government insisting upon foreign 
banks operating in India requiring license” and I think you further said 
in answer to Mr. Manu Subedar that before gn ing the license, the licensing 
authority must have the power to examine the position of the bank?—That 
is so.' 

8311. Once license is given, do you not think that the authority should 
examine the conditions of the bank periodically?—They should do so. If 
Government later on discovered that all was not right with the bank. 
Government should withdraw the license. 

8312. But you have again said that once a bank has obtained a license 
it should not be possible to withdraw :t so long as the bank complies with 
the law?—When I wrote that I anticipated that the law would provide that 
some authority of the Government should have the right to examine the 
state of affairs of tlic bank and that under the law they should li.rve power 
to withdraw the license. 

8313. In the note which you gave to this Committee about the prohibi¬ 
tion of Excliarige Banks ag.ainst acv'iepting deposits in India you say that 
if they are prohibited from faking deposits in India, they will have to pay 
a higher cost for funds which they have to borrow from abroad. This will 
necessarily increase the exchange margins. Do you not think that the 
-deposit rates in Loudon are cheaper than in India ?—If the Exchange Banks 
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could get cheaper rates, they would not come to India, but you must 
realise that boirowing operations are interlocked with their dealings in 
exchange. 

8314. AA'hat is your opinion?—If they could get cheaper rates, they 
would borrow in London. They would not come to India. 

8315. What is your experience? Do they really borrow at cheap 
rates?—At times they do. 

8316. What percentage ot their total business is covered by internal 
trade?—I have no idea. 

8317. My information is tliat it is very liti.lc and if that is a fact, 
internal trade would not suffer bv the Exchange Banks being prohibited 
frDm taking deposits. The funds realised from them would go into other 
banks and thereby finance internal trade?—^The other banks with possibly 
less competition would cdiarge more for accommodation. 

8318. If the Exchange Banks are prohibited from taking deposits, the 
other banks would be in a position to get the deposits at very cheap rates?— 
Please read out what I have said on the point. 

8319. If the exchange banks are prohibited, it is quite probable that the 
Imperial Bank may be able to get money even at cheaper vates than they 
are getting at present?—Possibly yes. 

8320. The funds for financing internal trade would remain in the 
country?—Yes; that is so. 

8321. Afr. Sarher: You said 'in reply to Mr. Shanmukham Chetty that 
you only insisted on the hypothecation of stocks. Am I to understand that 
the Imperial Bank does not grant loans to individuals or to mills on the 
collateral security of immovable property?—We do; we have collateral 
security in the shape of equitable mortgages, etc. 

8322. Do you find any difficulty in realising the amount within 6 
months?—Not as a rule. 

8323. Shall I give you some instances where you could not?—Yes. 

There was a case of a loan granted to Justice Chakraburty. 

Mr. Lamond: Sir, is it proper to give names in the open meeting? 

Mr. Barker: The case went to the courts. 

(Witness) You can take my assurance of this that we could realise that 
money to-morrow; but I am not prepared to discuss the matter without 
the consent of the people who are interested in it. 

8324. Mr. Barker: AVhen you grant those loans, you consider the posi¬ 
tion of the party as to whether the loan will be realised within 6 months? 
—Yes. 

8325. And you do not find any difficulty in realising the amount?—Are 
you referring to this particular case or cases in general? 

Mr. Barker: To general cases. 

(Witness): There are always difficulties in business. If you are going 
to do business, you will have difficulties within a very short time. 

: 8326.- Are the deposits attracted by branches invested locally or does a 
part of them come to the head office?—^1 do not think there is any Case in 
which a part of the deposits is not invested locally. In many cases it is 
fully invested locally. 
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. 8327. Does sncb aii occasion arise when you ha^e to remit money from 
the head office to the local branches to be invested locally?—^Yes, there 
are such occasions. 

8828. What is your experience on the average working as to whether 
the branches dra'w from the head office or whether the head office draws 
from the branches ?—It varies. I will send you a written answer. 

8329. Mr. Khaitan: In answer to Air. Sarker you said that the advance 
should not be made for a longer period than 6 months. Does not that mean 
that at the time the Imperial Bank makes the advance the period for 
■which the advance is made should bo not more than 6 montlis?—It does 
not moan that the loan must be recovered within 6 months?—A'es, that 
may be so, but it must he recoverable. 

8330. It is based on the understanding that you will allow the borrower 
to have renewals and you are able to give this facility to the borrower from 
period to period?—A’es. 

8331. And in doing so you arc not breaking any of the provisions under 
the law'’—No. 

8332. And this facility is greatly appreciated by your customei’s, that is 
they can rely on your renewals so long ns you find that they are dealing 
properly with the bank?—^A’es. 

8333. There might be some difficulty in some oases about the realisa¬ 
tion of money and in those cases you have got to take the necessary steps 
for recovering the money?—Yes. 

8334. With regard to the period of debentures you told the Chairman 
that in your opinion they should ho for 20 or 25 years. Now during your 
experience of banking for a very large number of years, do you not tlunk 
that debentures may have to be issued by industrial concerns for various 
purposes. In order to understand the point from you I would like to give 
you one example. Supposing there is a cotton mill which has got both spin¬ 
ning and weaving departments and the cotton mill is making a profit but 
on account of the changed situation in the country and on account of the 
changed tastes of the people the mill wants to extend the factory by estab¬ 
lishing the dyeing and bleaching department for which a large amount of 
money would not be required and the cotton mill expected to repay the 
loan out of its profits within a jicriod of 5 years. Would there be anything 
wrong for the mill to issue debentures for 5 years only?—No; I think not. 

8335. Therefore you will perhaps agree that there may bo cases in 

which it might be quite dcsirnblo for a concern to issue debentures for a 
much shorter time than what you at first mentioned?—The debentures as 
a rule are redeemed out of profits. Therefore the decidine factor in tha 
period of debentures must be the profits. If you can aSord to repay your 
debentures within 5 years, there is no reason why you should not issue 6 
year debentures. ' 

8336. Mr. Khaitan: May I take it that in your opinion there may bo 
cases in which it would be quite advisable for an industrial concern to issue 
debentures for a shorter period than you mention?—Quite. AVhen I said 
20 or 25 years, it was a general idea of the term in which delientures wore 
usually issued. 



8337. I believe you were referring to a case of initial capital beiag 
obtained at the time of starting the concern and you were not thinking of 
subsequent small extensions or cases of neplaoenaent of Oid nrHachinety by 
new ones?—That is so. 

8338. Even in a case of replacement of old maohmory by new odes it 

is quite possible that the concern may expect to pay the amount of tfee 
-debenture money within a much shorter period than 20 or 25 years?_^Yes. 

8380. In your memorandum you say that "with regard to floating 
eapibal for stock and other recurring requirements, bank.s liavc met freely 
the requirements of industrial companies in the past, according to the 
credit of the borrower”. Do you not think that there may be coses in 
which the credit of the borrower may not be of sufficient standing in the 
eyes of the Imperial Bank, but the information available to some other 
institution may be of a different nature which may he able to make the 
advance required by the concern but which the Imperial Bank may not 
think fit to advance?—^Ycs. 

8340. Therefore, for the industrial development of the country do you 
not think that it would be desirable that some other big institution should 
also come into existence which may Vje able to give industrial loans, besides 
the Imperial Bank?—I think the more banks you have in the country, 
the better. 

8341. Sir PiirshotamduH Thakurdan-. With regard to the question put 
to you whether you could recall to'mind any instances where with hypothe¬ 
cation of goods in a joint stock company and the Agent's signature the 
hank lost any money, I thought you gave an impression as if you could not 
recall any sucli instance. Is my impression correct?—At the. moment 1 
could not. 1 now remember the case of the Wadia Woollen Mills in 
Bombay. 

In that ease there was hypothecation and the hank lost a good bit of 
money. 

Mr. Mann Siihedar: It is a very exceptional case. 

Sir Purshotamdas Thahiirdas: Such cases can be multiplied, they 
happen not only with the Imperial Bank hut with other banks also. In 
this particular case the loss went into multiples of tens of lakhs; without 
the Agent's signature it might have been much more. 

8342. Regarding the point that industries should start with all provision 
for capital outlay and provision for working capital, you have been in this 
country for very nearly 30 years if I remember ccirreeily, and I would like to 
hear from you if you can name any industry in Indin which from its start 
had the ])rivilege of beginning under such ideal conditions? That is to say 
a mill or concern which wanted 10 lakhs of rupees say, for its capital and then 
it wanted another Rs. H lakhs and the enterprise started with a fully paid 
up capital of 15 lakhs, so that it need not have to go to anybody for finance? 
—^The point there is that ordinarily, and quite legitimately, they should 
be required to put up the margin. It happens that when a concern gets a 
mill going and it is in full working order, they have to buy their stocks 
somewhere. They mtist buy their stocks before they get any advance from 
a bank against the stocks. That is what I call a margin and that margin 
has got to he put up by the company itself; otherwise it means that the 
bank puts up all the cost of the raw material. 
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8343. You lay down as something to work up to thtrt the full capital 
for the block should be found by the company from its capital?--Yes. 

8344. After that it has also to find the margin which is required for its 
working capital?—Yes. 

3845. If 3t can find the margin, then the bank will advance the balance 
of the finance. I wish to know whether you can name any industry, jute, 
cotton or any other industry, which in its initial stages has fou-id that capi¬ 
tal in India? It is a very.good principle to work up to and you do work up 
to it if the industry thrives, but if you lay it down as a principle it practically 
means a great handicap to any industry?—What is the alteruative? 

8346. The alternative is that in Ahmedabad with the co-operation of the 
Agents and of such people who had money to spare they built up an industry 
which is a living instance of what can be done under circumstances which 
you know of?—Am I to understand that all the mills in Ahmedabad put up, 
say, 10 lakhs of capital and built mills with that amount and then got money 
from a bank to buy all their stocks. 

8347. It is a little worse than that. For a ten lakhs mill they put up 
ony 2^ lakhs of capital?—They raised it on deposits? 

8848. That is it. It is the only thing which has been found possible. 
Therefore, I say when you lay down this ideal, is it not too strict an ideal 
under Indian conditions to be feasible?—I do not think so. 

8349. You think it advisable in India to attract capital for an industry 
for the full block plus working capital, all to be found by share capital?— I 
think so, the share being of suitable classes, including debentures. 

8350. If your experience in fndia warrants that statement, I have 
nothing more to say?—As long as they find people to put up deposits, they 
are not likely to try to get their share capital. 

People have not regretted having deposited in mills in Ahmedabad. 
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Sir Bhupexdr.v Nath Mitra, K.C.S.I., K.C.I.E.^ C.B.E. {Chairman}^ 
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Mr. V. K. Aravamcdha Ayangar, M.A., C.I.E. {Secretary). 

Mr. R. P. Masani, M.A. {Joint Secretary). 

The examination of Mr. K. M. MacDonald, Managing Governor of the- 
Imperial Bank of India, was resumed. 

8351. Lala Harkishen I^al: Would you kindly explain what is meant- 
by ‘short-term’ and ‘long-tenn’ deposits as accepted by banks?—Most com- 
mercml banks accept deposits ranging from a deposit at call to 7, 10 or 
15 days’ notice or fixed for 1, 2, 3, 6 months up to one year. The short¬ 
term deposits would be up to three months and the long term over three 
months up to one year- 

■ 8352. In the case of industrial concerns and indigenous bankers, would 
there be any difference in the use of these terms?—I am told that cotton 
mills in Bombay and other concerns up in the north, e.g., Cawnpore, re¬ 
ceive deposits occasionally for two years, even more, 7 or 10 years?—I am 
afraid I cannot say what an industrial concern would consider a short-term 
deposit to be. 

8353. Deposits over one year would not be taken by the banks?—Some 
banks would take them, but the Imperial Bank does not. 

8354. Supposing a man did offer for certain reason a deposit for five 
years to the Imperial Bank at favourable rates of interest, would the Im¬ 
perial Bank accept it?—No. 

8355. For what reasons'.’—We consider that the future of the money 
market, as far as we can see it, makes it inadvisable to fix our rate for 
such a long period, 

8356. That implies that your rates for long term deposits at any rate, 
are fixed in view of the conditions of trade and finance in the country?— 
Yes, as we see them. 

8357. How often are they changed?—Not very often. 

8358. And if they are not changed very often, where is the consideration 
for the varying conditions of finance and trade?—The long-term deposit 
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•rate is aot changed very often, but the immediate movements in the money 
■market are reflected in the rates which we offer for our short-term deposits. 

8359. That is no doubt true, but I was enquiring about the long-term 
deposits. So far as I know, the long-term deposits do not generally depend 
on seasonal movements?—It is hardly a seasonal movement; we consider 
our rate to be reasonable for all the seasons of the twelve months. 

8360. How often have you changed the long-term rates within the last 
five years?—The last change was in 1927. 

8361. Since then it is more or less a fixed rate?—Yes. 

8362. From your experience can you say whether it is the same with 
the Exchange banks or do they change their rates on long-term deposits 
from time to time?—I cannot answ-er that question off hand. 

8363. What is your impression?—My impression is that Exchange banks 
vary their rates more frequently than we do. 

8364. Would you feel any sort of competition if they changed their 
rates? I suppose you would get intimation about it very easily?—Yes, if 
We found that competition tnade it necessary to alter our long-term deposit 
rates, we would do so. 

6365. But you have not felt it necessary to do so within the last 3 or 4 
years and so you presume that the Exchange banks have not changed their 
■rates?—Not materially. 

8360. Have these short-term deposit rates as understood by banks any 
bearing on the bank rate?—The same causes which result in a onange in the 
bank rate would affect the deposit rate also. 

8867. Automatically?—The mere fact that the bank rate has altered 
does not necessarily change the deposit rate except at the discretion of the 
aitthorities of the bank; it is not a mechanical movement. 

8368. In the London market the shoi-t-term deposit rates are altered 
immediately the bank rate changes?—That is so. 

8369. Not only that, but they have to change the deposit rate within a 
week or fortnight of the change in the bank rate?—I am not very conversant 
with the London money market conditions, bub I can say that the morning 
after the Bank of England rate changes, every bank in London issues a 
notice that their rates for dejiosits are changed accordingly. 

8370. I have been a fairly constant reader of “the Economist" and I 
have always found a statement on the fourth page of (his paper which 
gives: 

^ o.' or Of 0/ 

/o /o /o /o 

firstly, the bank rate ..... 4 4 3^ SJ 

(then follow the previous rate anU date changed) 

secondly. Banks’ deposit rate .... 2 S IJ 

fit is always under 2 per cent, automatically) 

r Call 

thirdly. Discount Houses^ 

t Notice 

(These change automatically because the difference between the various 
rates is fi.xed), and lastly, the Market rate. 

Does this happen in India?—^No. 

8371. Could any means be found to give more certainty to both depositors 
and borrowers that such rates would be fixed ?—I think the difficulty is that 
the Bank of England rate is a rate for a certain class of business and 
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^)io bank rate in India is for another class of business. The Indian rate 
is for demand loans against Government paper, yvhile the ifeank i>f England 
rate ig a rate quoted for,three months’ bills. In India the rate fpr ca^ 
credits is based on the bank rate and in fixing the bank mte \^e must 
tjake into consideration the fact that on it is based rates for advances in 
the form of c.a8h credits, not bills. 

8372. The standard has to be fixed by the Bankers’ bank whether it is 
in England or in India. The conditions may be different and the terms of 
the ratio may be different, but it does not follow that because £he conlsider- 
ation for changing the rate is different, the rate should not affect the depo'sita 
of opher banks ?—It would be much more difficult to do what you suggest 
in India as the rates which are quoted in the “Economist” are not 
parallel to the Indian rates. If you go to a London bank and ask for 
accommodation, you will get it at, as will be understood if it is realised, 
the rate approximate to your requirements. In India you will' find very 
little difference. The bank rate in London to day is 3 per cent, and if 
you ask for accommodation by way of over draft, probably you will Jiave 
to pay at 5 per cent, or 5^ per cent. 

8373. But the difficulty I want to solve is this; Here there is so much 
uncertainty and undefined position and it is the duty of the Imperial Bank 
to try to define things and to make them certain. We have had evidence 
that your advances against crops are fixed for two seasons. Those rates are 
not affected by the alteration in your bank rate?—No, but I am not aware 
that we have fixed a rate for longer than a season. 

8374. In that way if the sphere were defined distinctly, there would be 
more certainty. Now they are uncertain and other banks are in difficulty 
for quoting their deposit rates and they quote a rate w'hich is much smaller 
4ipd the result is that there is competition betw'een certain classes of banks 
with regard to the deposit rate of interest and also imcerLainty with regard 
to the rates that the trader would have to pay to a joint stock company or 
to the Imperial Bank in case he comes along with his hnndis or railway 
receipts or demand drafts or any kind of trade accommodation. Could this 
be thought over and something done?—Until you get a highly organised 
money market such as you have in London and reorganise our currency 
system so that it will perfectly meet the very marked seasonal demands 
I do not think it w'ould be possible to do as you suggest. As a matter of 
fact these rates which are quoted in Tx)ndon vary strictly in acccrdance 
with the Bank rate, but in the provinces there is a much greater diver¬ 
gence. 

8875. The divergence is much smaller than in India. It is not only that 
the money market has to be organised, but the bank influence has to be 
produced. Very likely it is the Bank of England which exercises the in- 
'fluence in organising the London money market?—^I think it is a matter of 
growth. I think the Indian money market will grow to a fully organised 
money market approaching to something like the organisation of the London 
-monev market eventually, but you cannot do it all at once. 

8376. I do not say it should be done all at once. I am asking this ques- 
f;ion because we have before us as a Committee this question of the organi- 
•sation of the money market. Would the Imperial Bank take into consi¬ 
deration this aspect of the,matter and help us in arriving at some workable 
*cheme or schemes, for fhe stabilisation or organisation of the Indian mo(aey 

market?_I think the best thing wotild fip to start the Eeserve’Bank as the 

-centre of the money -market. 

vot jir 3 I 
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8877. But the Reserve Bank cannot start from the top with settled 
ideas. They will start where you place them?-:-! am afraid I cannot 
give any constructive suggestion beyond what I have mentioned at the- 
present moment. 

8378. You told us yesterday that industrial finance by means of deposits 
is not a good way of financing an industry. Am I to undertand that it is 
not so for depositors or for the industry?—My remark was that J consider 
the financing of industrial concerns by means of deposits fundamentally 
unsound, and I was then considering the matter from the point of view 
of the industry. 

8379. Would you in future lay down a rule that public deposits should! 
not be received by industries as such, but must pass through the banks 
before they are utilised by industries, or would you allow anybody and every¬ 
body to receive deposits without an 3 ' legal liability for balance sheets or 
keeping a certain amount in cash?—I would be very reluctant to make any 
restrictions whatever upon the right of anybody to lend their money to any¬ 
body else at his own descretion. 

8380. All other loans have, for example, to pay stamp duties of some- 
kind or another. The deposit is free from stamp dutj-. There are eertain 
features peculiar to lending and borrowing in the shape of deposits, and you 
would keep these open to everybody or to banks only?—Tor everybody. 

8381. Then if people can receive deposits or would be able to receive- 
deposits, why should they not finance the industries in that way if they 
find that it is the most suitable way?—My answer to this has already been 
fully stated. It refers to the extent to which industrial concerns accept 
deposits in the place of share capital or debenture capital. So long as an- 
industry is doing very well, it is an excellent thing because they can thus- 
cam large dividends on their capital which may be small because of the 
low rate of interest on their deposits. But when bad times set in, the 
deposits are liable to be withdrawn. There is also this additional point 
that even during bad times the interest on these deposits will have to be 
paid. 

8382. There is a little difficulty in my understanding your point. We 
were told yesterday that those deposits are sometimes made for even 7 or 
10 year periods and therefore do you not think that the chances of with¬ 
drawals would be not so much as in the case of debentures v. hich are timed 
to be repayable within so many years or even payable by instalments, and 
interest on debentures is also payable half-yearly in most eases. Therefore 
the case of deposit and debentures would not differ very materially?-^—Al¬ 
though I cannot dispute that there are deposits of 7 or 10 year periods, 
this is the first time that I have heard of such long term deposits. But 
there must be large amount of deposits even at call, in my experience 
these have been very serious embarrassments to industrial concerns. 

8383. Have you any information on the interest paid on these call de¬ 
posits? Is it lower than the Imperial Bank rate or not?—I do not knowy 
probably it is higher. 

8384. You said that you were of opinion that the foreign hanks working- 
in this country should be licensed and you held that none should be permit¬ 
ted to enter India without a license. Do you refer to foreign banks as a 
whole or only foreign banks who do exchange business?—Foreign banks as 
a whole. 

8385. Would you then confine exchange business to the existing banks 
or would you also grant special licenses for Exchange Banks that nfight coin» 
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in in future or would you leave it to the sweet will of the in-oomer? — 
should leave it to the free will of the in-comer. 

8386. If all the foreign banks were allowed to do exchange business 
under the license, how could the Indian banks enter that field? Is it by 
mutual reciprocity—I think they too can go into the market on the same 
terms as other new comers. There is an open field in the matter. 

8387. Supposing an Exchange Bank from Italy was permitted to work 
in this country, would you insist in the license that will be issued to them 
that Indian banka, if they cared, should also be permitted to open their 
branches in Italy as a matter of reciprocity?—I would like to consider that 
for some time. As I have already said the terms of license will have to be 
carefully considered by a competent body. 

- 8388. One of the conditions can be reciprocity?—Yes, it can be, but 

the terms j'equire careful consideration. 

8389. In regard to the existing Exchange Banks, ,it is said that they 
are supposed to hold the monopoly of that business. Is that true?—I do 
not think it is so. 

8390. If that was not a monopoly of the Exchange Banks, then how is 
it that the Imperial Bank agreed to keep away from the exchange businesa? 
—Did we agree? 

8391. By the Imperial Bank Act you are debarred from doing the ex¬ 
change business. What were the reasons for debarring you?—Those reasons 
must have been in favour of the Exchange Banks. Is that not so?—As you 
know, the Presidency Banks were debarred from doing exchange business 
and that I think, was duo to the fact that exchange banking then '•nvolved 
very considerable risks. 

8392. That was only a safeguarding measure you say?—Government of 
India when entering into the agreements with the Presidency Banks consi¬ 
dered that they were not justified in leaving Government balances with a 
bank which incurred the risks then involved in foreign exchange business. 
That idea persists to-day and I do not think it is a matter of favouring 
the Exchange Banks. 

8393. You say it was not a competitive measure but only a safeguarding 
measure?—Yes. 

8394. So far then, wherever the Government deposits are involved, the 
opinion is still held that exchange business should not bo done by the Im¬ 
perial Bank or any other bank that might come into existence?—1 am only 
referring to the Imperial Bank under present conditions. 

8395. With regard to Government deposits that have to be safeguarded 
that applies to municipal deposits, military deposits, port trusts, corpora¬ 
tions and Indian States?—The agreement is between the Government of 
India and the Imperial Bank. 

8396. What I say is whether in the matter of taking such precautions, 
does it only refer to Government deposits or all kinds of these deposits 
which I have referred?—The precaution was insisted upon by the Govern¬ 
ment of India when the Presidency Banks Act was enacted and thereby 
it protected the interests of the deposits of Government with these banks. 

8397. What about the other deposits that I referred to?—^Deposits from 
Railways and Army are included in the Government balances, the other 
items are not included under Government balances. 
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',8898. If a tUeserve Bank oame into existence and you continued to hold 
these quasi Government deposits, even then will it be held that you should 
not be allowed to do exchange business, if all Government deposits 'went 
to the Reserve Bank?—As I said, there is a considerable body of opinion 
in this country who hold that this is a protective measure and it is neces¬ 
sary to safeguard the interests of Government deposits. 

8399. Yesterday, you were questioned on the desirability of our premier 
Indian bank entering into exchange business and you were of opinion that 
you could do so when you had the necessary staff and so i':n, but that from 
to-day’s conversations, I note that you feel there would be impediments all 
along the line?—Well, it is a matter of opinion. 

8400. Chairman: You are aware that when the Reserve Bank Bill 
was introduced, a subsidiary Bill was also introduced in the Assembly 
which provided for the withdrawal of the restriction imposed against the 
Imperial Bank undertaking foreign exchange business and neither of these 
two measures contemplated that along with their adoption the deposits of 
port trust funds or of municipalities should no longer lie kept with the 
Imperial Bank. Is that not the correct position?—Yes. 

8401. Mr. Lamond: During the last few years, you know as a matter 
of fact other banks have also been permitted to accept municipal deposits 
and it is not the Imperial Bank alone that is getting all these deposits?— 
That is so. 

8402. I want to know your opinion as an expert in banking and an ex¬ 
perienced banker of India on a question of general interest. You know we 
have been asked to study the question of banking facilities in all the 
fields of economic activity in India, whether rural or urban, whether 
industrial or agricultural, and thereby we have to review the various 
systems of banking prevailing in India starting at the bottom with the co¬ 
operative banks as also with money-lenders and indigenous bankers in the 
same field, then higher up the joint stock banks, then the Exchange banks 
and then finally the bankers’ bank, the Imperial Bank, on top In re¬ 
gard to this matter there has been some confusion with re.gard to the 
assistance that one party should render to the other. The claim of the 
co>-operative banks is that they should get all the assistance by way of 
cash credits, discounting, overdrafts and so on from Ihe Imperial Bank. 
In the interests of industry and trade the same claim should be advanced 
by the commercial banks, that their paper should also be discounted readily 
and at very favourable rates, because only then the banks would be able 
to give better facilities to industry and commerce. In the same way there 
should be the claim of the indigenous banker and the money-lender, because 
the present opinion expressed in the provincial Banking Committee’s re¬ 
ports is that the money-lender is not the same evil genius ns he has been 
supposed to be, but he is also a useful link in the financial machinery and 
should therefore be properly looked after. Therefore, I ask you this ques¬ 
tion. Do you think it desirable that the sphere of activities of these 
various functionaries should be defined by some banking .-tssociation or some 
banking authority, like the Imperial Bank, and the assistance that they 
might expect from the Apex Bank should be proportionate to their means? 
T am asking this question for this reason, that looking at the weeklies of 
the Imperial Bank of India from time to time I find that the cash balances 
with the Imperial Bank sometimes run down to 10 per cent, end OUce I 
am told it went down to even 7 per cent. That nieiln^ that the ‘Irtffflei^al 



Bank canoot acooniijjodfite, everybody at aU, tiroes, and therefore that Banir 
■mil naturally have to choose and this leads, to roieundorstaoding and some' 
times people say that the choice has been made, by the Iroperia}, Bankt.put 
of racial considerations. Do you not therefore think th.at in the interest 
of the development of banking facilities in this country the sphere; and. 
scope of these financing agencies from the Imperial Bank downwards should 
be defined by convention rather than by law as. at present .ud the Iroperis^ 
Bank should assist the whole financial world in that way?—I do not think 
that the Imperial Bank should be asked to define the field of activities of 
any or all the financial institutions in India. The Imperial Bank’s activities 
are defined by its constitution. 

8<k)3. I agree, but what I mean to say is, that when everybody looks 
upon the Imperial Bank as the bankers’ bank, do you not think that sonae 
such definition would help in the solution of the problem?—I do not think' 
the Imperial Bank should be called upon to make any declaration of that 
sort, but as a matter of fact you will find in practice that the Imperial” 
Bank, like other banks, is dealing with its customers to the best of its 
ability, and if that Bank finds that in its opinion any of its customers is 
going outside their proper sphere, they will let the customer know that. 

8404. That will be after the event. Why should it not be known 
before the event? One would be regulation and the other would be 
police action?—I do not think so. You are asking the Imperial Bank to 
do too much. We cannot prohibit other people from doing any businests 
they like. 

8405. You think if the Reserve Bank would come into existence, thai, 
would be able to do that?—No, not in the way you suggest. 

8406. So you think things will have to take their own course in the 
light of experience?—Largely so, yes. 

8407. You made some suggestion with regard to the investment trusts. 
Is it your idea that these should not be brought into force until the 
present condition of the state of industries in this country improves?— 
I think that in the numerous little industries that I have seen started in 
India there has been much too great a tendency to borrow money from 
the outside public instead of the promoters putting up their own capital- 
and the idea as far as I can make out is held that investment trusts 
should be formed in order to supply these embryo industries with the 
capital which many people think that they should be provided by the. 
promoters. When you have a large body of organised industry, then you 
can bring investment trusts into operation with a reasonable success un4 
benefit to .all concerned. 

8408. Would you believe that when I started my career as a oottou 
spinner I got hold of a book written by Mr. M'alrasley, a Manchester ex¬ 
pert, and I found that in it he had laid down definitely that it is much 
better to have small capital from promoters and have large borrowe<^ 
capital which will carry a smaller amount of interest which the promoters 
may expect to pay out of profits. I took that advice and I did not then 
realise that my country was not yet ready for that advice, and it was 
meant only for commercially developed eoimtries like England. May 
I ask if that advice was sound for England, why it should not be so here? 
—So far .as it relates to finance by way of deposits I think it is not 
sound for England. The position of the cotton textile industry of 
Lancashire is bad or worse than that of Bombay cjt Ahmedabad Mills and 
1/ believe the deposits system has been a cause of embarrassment there. 
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'8409. You therefore, think it is not a sound idea?—^Yes, it is only 
the Lancashire idea and it is not the right idea. 

8410. You think it is a wrong idea?—I do. Supposing other people do 
not agree with you that it was a wrong idea because this idea is also 
held by other financiers, what would be your remedy?—I would propose 
that capital for the indi^tries should be put up by the promoters in the 
shape of share or debenture issues. 

8411. But if they have not got the necessary money but have the 
requisite knowledge, experience etc. ?—^They will have to find it by putting 
a good proposition before the public. 

6412. Do you mean to say that they should first make money from 
other sources—which are very limited in India—and then promote the in- 
■dustries? You know in countries like England and Germany, people 
•have many sources open to them to make money while in India there 
Is a scarcity of such sources. Would you indicate the sources from 
which the promoters should find the money?—Some of them may be good 
inventors and they may be honest and capable workers.—I think the best 
reply to that would be the case of certain Cawnpore mills or some of 
the jute mills in Bengal or the tea gardens of Assam. They were all 
started in a small way, very often by one man only. But as a result 
of good management and as a result of conserving their profits, they are 
all very prosperous concerns today. 

8413. So your idea would be that if the industry could be divisible, 
the smallest unit should be attempted first, commensurate with the funds 

•av.silable?—If you can put up the capital for a large venture, start it, 
but it is generally a good thing to start a new industry in a small way. 

8414. As regards securities, does the Imperial Bank accept as security 
the shares of other banks wWh are quoted on the Stock Exchange?—■ 
Nc. 

8415. Are the debentures of such concerns which are quoted on the 
market accepted as security by the Imperial Bank?—Not by Imperial 
Bank but they are by other banks. We can accept them as well as 
shares as collateral to a limited extent, but not as primary security. 

8416. Yesterday we were discussing the question of raising capital. Do 
you not think that one of the ways of raising money would be for res¬ 
pectable people, who though they had no capital, had the means, to take 
up debentures issued by good and reliable concerns?—Yes, that is what 
takes place very, often. 

8417. There is nothing from the banking point of view ag.ainst it?— 
Nothing, provided there is a sulfieient margin against the issue. 

8418. What is your idea of a sufficient margin?—It would depend entirely 
on the standing of the debentures and the security which the debenture- 
holder has. I cannot say what the other banks require as a margin for 
debentures. As I said we do not accept them except as collateral secu¬ 
rities. As regards share capital the usual margin is from 40 to 50 per 
cent, of the market value. 

8419. Chairman: Arising out of Lala Harkishen Lai’s questions I 
want to ask one questiaon just to be able to appreciate the position 
correctly. I know from the Imperial Bank Act, as it now stands, that the 
Imperial Bank is not allowed to advance money on the shares and deben¬ 
tures of limited companies except as collateral. From the point of vievr 
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the Imperial Bank is there any objection to its undertaking that business 
li of course the provisions of the Act were amended?—think that so 
long as the Imperial Bank is in its present position, it is much better to 
■stay out of that business. 

8420. By present position you mean so long as it holds Government 
balances?—Not only that, but also from the point of view of its respon¬ 
sibility to the country as a whole. 

8421. But some of those responsibilities will be largely reduced if and 
when a Reserve Bank is established?—I would first like to know on what 
lines the,Reserve Bank is to be established and also what position the 
Imperial Bank is going to hold. 

8422. Mr. Shanmukham Chettif: You said jn answer to Lala Harkishen 
Bal that the practice which prevailed in Ahmedabad of starting under-capi¬ 
talised concerns and financing the block account by deposits, et<;. is ori¬ 
ginally a Lancashire idea?—Because I know that this was the practice 
in Lancashire before it was introduced in India. 

8423. Has it come to your knowledge that any of the Lancashire mills 
have suffered to any considerable extent or have been faced with any 
considerable difficulty as a result of following this practice?—I think you 
will find it so stated in more than one article of recent years in the London 
financial papers. It is common knowledge I believe. 

8424. But have the mills actually got into any difficulties?—Deposits 
were withdrawn, and if it had not been for the banks who took the place 
cf the depositors, the crash would have come earlier than it did. 

8425. My information is that the difficulties of the Lancashire mills 
began as a result partly of over-capitalisation during the boom period 
and their difficulties increased when there was a run on them for the 
withdrawal of deposits. My point is: is it not a fact that the Lancashire 
textile industry was built up and had flourished considerably inspite of 
their following this unorthodox practice?'—As I have said, it is a good 
practice so long as everything goes on well; but the danger is that im¬ 
mediately things cease to go well, the money raised by deposits will be 
withdrawn, and that was, I think you will agree, what happened. 

8426. Do you know if in Calcutta either the Imperial Bank or its pre- 
■decossor, the Bengal Bank, made advances to jute mills for block account? 
—I do not know of any single instance where this was done. 

8427. Sir Hugh Cocke: The quotation which Lala Harkishen Lai gave 
from Walmsley’s book,—I think it was to the effect that the proprietors 
would do well to keep their own capital small if they could raise suffi¬ 
cient further capital from the public outside. It was not contemplated 
that it would be short-dated capital. It is not unusual for proprietors 
to keep their capital low, provided they can get debenture capital sub- 
acribed. Now I put it to you that that is usual; it is not objectionable? 
—No, so long as it is share capital. I understood Lala Sahib to mean 
deposits. 

Lala Hurikishon Lai: I meant the total capital, working and block both. 
Walmsley says that the promoters’ money should be small and the out¬ 
siders’ money large, for then the profits would be large. 

8428. Mr. Manu Subedar : You referred to the deposit rates of the Ex¬ 
change banks; are they uniform or do they vary among themselves?— 
They vary from bank to bank. 
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8429. Do not some of the new comers ofiEer higher rates?— I would not 
confine my remark to the new-comers. 

8430. You said that the deposits which they had were adequate for 
foreign trade and that they were also financing a certain portion of the 
internal trade from these deposits?—I did not express the opinion that 
they were adequate. However I will not dispute that. 

8431. You know that by offering half per cent, more the Exchange 
banks could take more deposits than they do now. There is nothing to 
prevent them from doing it?—Not, if they choose to do that. 

8432. At present your deposit rates are lower than the Exchange 
banks’?—For 12 months’ deposits they are lower. 

8433. But people are quite willing to forego the half per cent, for the 
greater security which the Imperial Bank might offer. But if the Ex¬ 
change Banks were to offer half per cent, more, some of your own deposits 
would be drawn away?—Yes, possibly. 

8434. If the deposits in the Exchange banks are adequate for foreign 
trade and also if they are going to some extent towards the financing, 
of internal trade, do you not agree that there is no need to increase the 
quantity of the deposits for the purposes of foreign trade?—I cannot say 
what is going to happen in the future; conditions may change. 

8435. If other things remain absolutely the same, would the present 
amount be adequate for foreign trade?—If conditions do not change at all, 
yes, it may be so. 

8436. And the door is at present open to them to take nuore money 
by increasing their rates?—Yes. 

8437. You would not like that door to be closed?—No. 

8438. Not only in the interests of the Imperial Bank but in the in¬ 
terests of the joint stock banks; the latter, you know, pay a lot more?— 
In the interests of business generally, I should say, no. 

8439. You know that even now this money is not being used in India? 
—You mean it is used for export? 

8440. If money is taken in India and used in Ceylon, Malay Penin¬ 
sula or Japan, you would not interfere?—That is a big question and I 
would like to consider it. 

8441. Would you favour us with your views later on?—Yes 

8442. Chairman: Some of the witnesses before the Committee have 
complained of the dual control of the Government of India and the Tm - 
perial Bank over the Bank rate and suggested that until a Central Bank¬ 
ing Authority can be created, the regulation of Bank rate should be in 
the hands of the Imperial Bank without interference from the Executive. 
So long as the control of Currency is in the hands of -"he Government, 
do you think it is possible to take away from the Executive any voice in 
the matter of the regulation of the Bank rate ?—So long as the control of 
the currency is in the hands of Government, it is impossible to take from 
them the powers over the Bank rate which that control gives them. 
Those powers confer the right to expand and coptract the currency ,and 
the supply of currency is an important factor in determi 
rate. Even if it were possible to take away the powers of 
this matter, it is clearly to the advantage of 
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that currency and credit'sHduH be irito4^<5d by authorities worKn^ inr 
sympathy and that, could not be', were the power vdsted'in only one of 
them. 

8443. One of the prominent Indian bankers, has pointed out that banka- 
in India have no sources of information to, determine the credit of their- 
clients except through bazar report's and that if a bank insists on a client’a 
producing his balance-sheet, the client resents the idea and goes 
another bank which receives him with open arms without insisting on the 
information. It has been pointed out that this state of affairs is un¬ 
satisfactory and it has been suggested that some concerted action by 
banks in this matter'would go a long, way to improve and extend crediti 
where needed. Do you approve of this suggestion? If so, have you any^ 
objection to the Imperial Bank taking a lead in the matter ?—The informr 
ation necessary to conduct a satisfactory banking business in' India ia ' 
available in the great majority of cases if the correct method of obtaining: 
it is followed—the success or -failure of the efforts to obtain the informfi- 
tion must depend on the ability with which tlie banking, business is con¬ 
ducted and I do not think concerted action will save the “bank which 
receives him with open arms without insisting on the information”. I 
do not approve of the suggestion made, as the improvement and extension 
of credit where needed can be provided by banks which confine themselves- 
to legitimate banking risks, moreover concerted' action between a'pumber 
of competitors doing business iinder different conditions and standards is 
almost impossible; also if any attempt to work on such lines were made, 
there would be an immediate charge of a combination detrimental to the- 
general public. 

8444. It has been suggested that opening and closing hours of banks 
at any place must be uniform for all biyiks and that the present state of 
affairs where some open for business at 10-30 and some jpen at 11 and' 
where some close at 3-30 and others at 4 or 4-40 is not satisfactory. Are 
you in favour of laying down uniform opening and closing hours for banks- 
at any place?—The opening and closing hours of a bank should conform 
as far as possible with the requirements of the people dealing with the 
bank and in practice it will be found that this is so. It follows that 
where the clientele of one bank is different in its requirements to that of 
another bank the hours will vary. To lay down uniform opening and' 
closing hours would be a handicap to trade and business gienerally. 

8445. It has been pointed out that the rates of interest charged by 
banks to merchants and traders vary among other things with reference- 
to the seasonal rise and fall of the Imperial Bank rate and that it is not 
unusual to have the latter rate standing at 6 per cent, with money at call 
unlendable at 2 per cent. Would you kindly explain to the Committee 
what this latter phenomenon is due to?—Does not this phenomenon act 
to the detriment of trade and industry? Have you any remedies to sug¬ 
gest?—The Bank rate and the call money rate are in reality the charge 
made for two different articles. The former is the interest charged for- 
"credit” for an agreed period. The latter is the interest obtained -on 
surplus “cash” seeking day to day employment, the owner of such cash; 
will accept a return however small rather than leave the money idle, pror 
vjded he can be sure of its immediate re-payment when needed and the- 
r^tetherefore tends to conform to Banks’ demand deposit rates rather than- 
to their lending rates. 
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Call money can only be invested in an immediately realisable form, or 
alternatively the borrower must be prepared to borrow elsewhere at what¬ 
ever rate is demanded, as repayment must be made immediately it is 
called for; it is not therefore of nearly so much value as an ordinary loan 
which the borrower can repay when he likes but can rely on the lender 
not to call on him to do so until the lapse of a specified period and even 
then to give further time in deserving cases. In the case of “call” loans 
the option of repayment is with the lender and of other loans with the 
borrower subject to the terms of the loan. 

It sometimes happens that call rates are above Bank rate owing to 
a sudden temporary stringency in the cash position resulting in the calling 
up of the money lent on call; credit rates are not so liable to be changed 
for temporary reasons. 

The quotation for call money is usually for very insignificant sums 
compared with the amounts involved in credit transactions (loans from 
‘banks based on Bank rate). 

It should be noted that wide differences between call money rates and 
Bank rate are not peculiar to India—they are characteristic of London, 
New York and other monetary centres. 

8446. It has been suggested that the management of sub-treasuries in 
centres where there are no branches of the Imperial Bank of India may 
•be entrusted to approved co-operative banks or branches of such banks 
and that this would, besides facilitating the treasury work of Govern¬ 
ment, enhance the status of co-operative banking in the public mind. 
Would you kindly tell the Committee your views on this suggestion?—In 
the present state of the Co-operative Movement in India I am of opinion 
that it is not advisable to entrust to them the management of 
the sub-treasuries. These banks have as much as they can do. to mind 
‘their present business and it would be beyond the powers of their staff to 
undertake the suggested management. The status of co-operative bank¬ 
ing might possibly be enhanced by the suggested step because it would 
encourage the idea of Government responsibility but I am of opinion that 
before any such step is taken, the present relations between Government 
and these banks should be strictly enquired into and placed on a clear and 
•definite footing beyond all possibility of misunderstanding. 

8447- The representative of an Indian Bank giving evidence before the 
Committee stated that admission to the Clearing House has been always a 
jealously guarded monopoly of members where the Exchange Banks are 
generally in the majority and that Indian banks have found it very diffi¬ 
cult to gain admission. The instance of the Bank of Hindustan in Madras 
has been quoted and it has further been alleged that while the Indian 
members, of the Clearing House in Madras voted for admission of that 
particular Bank, all the non-Indian members voted against it wth the 
result that the Bank was not admitted. Have you anything to say on 
this particular instance and on the general allegation?—Speaking generally 
it may be said that membership of the Bankers’ Clearing House is regard¬ 
ed in all parts of the world as a valuable privilege and that in view of 
•the liabilities to all the other members which every member incurs at 
•each clearing it must rest with the existing members as to who shall be 
-admitted as new members. The standing, reputation, volume of busi- 
•ness, of each applicant must of course be considered but refusal of ad¬ 
mission should not bo regarded as a reflection on the character or stand" 
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ing of the candidate. There are many other factors to be considered and 
it is a well known fact that many British and foreign banks of the highest 
•world standing are not admitted to the London clearing. 

I prefer not to discuss the particular case mentioned in the question as 
I have no personal knowledge of it and such a discussion would be out 
■of place here. 

3448. The representative of an Indian bank has stated that the open- 
ing of a new bank or the branch of an existing bank is a very difficult 
thing in India owing to the attitude of the Imperial Bank. It is said that 
linstances are not wanting where promoters of a new bank are dissuaded 
from the work, where borrowers of a new branch of a bank are threaten- 
■ed with the cancellation of all existing facilities and where even the usual 
facilities allowed to its ordinary clients or even the common courtesy of 
a co-banker are denied by the Imperial Bank to the indigenous banks. 
Have you any observations to make on this statement? 

In connection with the above statement the following instances have 
(been placed before the Committee;— 

(1) One of the members of the local Advisory Board was advised 

to cease all connections with a branch of the Andhra Bank 
and he was further told that if he promised to do so, they 
would wait for two months and see whether he actually acted 
up to his promise and then only help him in his banking re¬ 
quirements. 

(2) The Andhra Bank opened a branch at a certain place and in 

order to help that branch the Bank asked the Imperial Bank 
to transfer a portion of its cash credit at the head ofBce of the 
Bank to its branch. The Imperial Bank is stated to have 
refused this facility and this has been understood by the 
Andhra Bank to be an attempt by this Imperial Bank to dis¬ 
courage other banks from opening branches where the Im¬ 
perial Bank has its own branches. 

(3) The Imperial Bank allows a special rate of 1/32 per cent, for 

remittance of sums of Rs. 10,000 and over to other banks 
and they appear to have refused this facility to the Andhra 
Bank which applied for transfer of funds from Masulipatam to 
Cocanada and Hyderabad where the Bank has branches. 

(41 In Cocanada where the Andhra Bank has opened its branch, the 
Imperial Bank charge commission for collection of the cheques 
on the Cocanada branch of the Andhra Bank at l/16th per 
cent. They are not charging in this way at Masulipatam, 
and this is understood by the Andhra Bank to be an attempt 
on the part of the Imperial Bank to discourage the opening of 
branches by other banks at places where the Imperial Bank 
has its own branches.—^The Imperial Bank does its best to 
help smaller banks and I disagree entirely with the statements 
made in this question regarding the attitude of the Imperial 
Bank to the indigenous banks. The instances regarding the 
Andhra Bank are being enquired into and the result will be 
advised later. 

'8449. A complaint has been made that the new branches of the Im¬ 
perial Bank of India in n number of places serve no useful purpose and 
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o^j out into the busineBs of local banks. Would you kindly explain to tha 
Committee whether there is any force in this complaint, with particular 
reference to the one hundred new branches opened by the Imperial 
At every branch of the Bank we conduct the Government Treasury busi- 
ness which I think most people regard as a very useful service for all con¬ 
cerned. At a few places where we have opened branches, it has eventually 
been found that prospects did not justify our remaining there and we have 
closed down. The fact that we have met with satisfactory support from' 
the public at most places is a clear enough indication that we serve a use» 
fill purpose there, from the point of view of the public. 

8460. One of the measures suggested to the Committee to protect the- 
interests of indigenous joint stock banks is to prohibit the opening of new 
branches by the Imperial Bank of India at places which in the opinion of 
Government have been adequately supplied by banking facilities by the 
existing institutions. It has been proposed that Government should judge 
the adequacy of banking facilities by the number of institutions at the 
place, by the interest rates, the population, trade and industry, etc. 
Would 3 'ou. kindly favour the Committee with your views ou this sugges¬ 
tion?—I am opposed to any restrictions whatever on the activities of any 
bank in the field of branch banking. What this country wants as much 
.ifi anything is banking facilities on the widest possible scale and the best 
way to ensure this is to leave it to the initiative of the banks themselves. 
It it pays them to open new branches, let them do so. 

8451. It has been alleged that at places where the Imperial Bank has 
the sole monopoly of banking business, it charges higher rate of interest 
than at places where it has to compete with other banks and that this 
clearly proves that its lowering of interest rates at other places was not 
actuated solely by regard for public interest. Have you any observations 
to make on this allegation?—This may be so at small places where there 
is little business to be done and consequently we find it difficult to cover 
expenses—similar conditions prevail in costs of other articles besides money. 
Generally speaking, however, we work at uniform rates and it will be found 
that whether or not there are competing banks present, our advent has re¬ 
sulted in a reduction of rates to the advantage of borrowers. It is per¬ 
haps unnecessary for me to observe that regard for the public interest fs 
not, and we have never held it to be, our sole motive in fixing rates either 
lending or deposit—we have our profit earning side to consider. 

8452. It has been brought to my notice that the Imperial Bank opdVied 
a pay office' at Chandnusi and that it resulted in the reduction of the rate 
of interest charged by the previously existing banks to the public. I 
understand that the pay office was later on closed and the older institutions 
have again raised their interest rates. Will you kindly tell me whether the 
facts are as stated? If so, what useful lessons could be drawn from such 
experience ?— 

Please see answer to question 8081. 

8468. It has been pointed out on behalf of the Indian joint stock banks 
that there is a minimum rate of interest which they should charge to the 
public having regard to: — 

(1) the rates paid by them on the deposits received, 

(2) their charges for maintaining branches including over-he.id 

charges and 

(8) charges for remitting money from place to place. 



Oeald you kindly tell the Gommittee whether you can indicate ahy^ 
fWBticular rate of interest as a reasonable rate from the point of view of toe 
ifodiaa joint stock banks and the public?—cannot say more then that 
BDoney rates are determined by supply and demand, not by the factors 
detailed'in this question except in so far as they affect supply and demand. 
The'rate for loans must be such as to admit of reasonable profit after pay¬ 
ing all charges and making all necessary provision for bad debts, deprecia¬ 
tion, reserves, etc., etc. 

6454. The Indian Tea Planters’ Association have pointed out that .the 
imperial Bafnk at present finance tea companies by advances against 
pOTSonal guarantee of a broker on hypothecation of crops as collateral 
securities. It has been suggested that it would be very convenient to the 
tea industry if the,Imperial Bank could provide the necessary finance ou 
the guarantee of local banks like the Jalpaiguri Banking and Trading Cor¬ 
poration Ltd., which is the premier local bank in Jalpaiguri where there 
are about 144 tea gardens. Would you kindly favour the Committee with 
your views on this suggestion?—The Imperial Bank is prepared and 
actually does finance tea gardens on the guarantee’of a suitable third party 
supported by hypothecation of the borrowers’ crops. Any application for 
■such accommodation will be dealt with according to its merits. 

8455. It has been stated that the grievances of the trading community 
against the rates charged by the banks which are based upon the Imperial 
Bank rate are to a certain extent justified in that for many months in the 
year, the Imperial Bank rate does not reflect the true condition of tue 
■money market and that instances are not wanting where banks advance 
money at per cent, on gilt-edged securities while charging 7^ per cent, 
•to trade and industry on their cash credits. Would you kindly favour the 
Committee with your observations on this point?—Please refer to my 
answer to question 8445. The explanation is ver\' much the same here— 
the rates quoted are not for the same accommodation. 

8456. In order to protect banks which are honestly managed from em¬ 
barrassment caused by mischief makers, it has been suggested that a pro¬ 
vision should be made by law to the effect that on any application being 
made by a shareholder for instituting criminal proceedings under the Indian 
Companies Act against a bank, a preliminary enquiry shall be held in 
camera into the allegations made and the charges shall be framed only 
if the result of such an enquiry in the opinion of the Court, warrants the 
same. Do you agree with this suggestion?—I am entirely opposed to pro¬ 
ceedings in camera in these cases for the reason that concealment will have 
more harmful effect than a full disclosure of the facts. I understand that 
under the present procedure the' Magistrate concerned has enough power 
«tod discretion to ensure that sufficient enquiries are made before .any sum¬ 
mons is issued. 

8457. Some witnesses are of opinion that in the present oonditioHiiof 
Indian banking, the best way to pro'vide better credit facilities to trade 
and industry would be by organising indigenous bankers into a class of 
licensed bankers and using them as agents of the Imperial Bank or cff a 
Central Banking Institution. Do you favour this suggestion? If so would 
you kindly state (1) the restrictions and obligations to which the licensed 
bankers should be subject, e.g., in respect of busmess, security to the bank, 
•etc.,' and (2) the privilege# which 'they shoPld enjoy?—The Bank has 

Itk face agafcist 'the'''p«*(etice of’’allowing its agents to 
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undertake any business on their own account and, if a shrofE were appointed 
an agent of the IBank, he would not only expect to he allowed to carry 
on his own business but also to do business which would be in competition 
with the Bank. It would be very difficult for him to do other than put 
his own interests first. Burther the Bank could not very well diSerentiate 
and, if other agents wished to do money lending business, it would be 
almost impossible to stop them. 

Another aspect of the proposal is that, if the shroff guaranteed the 
business he put through for the Bank, we should have to allow him to take 
any steps he desired in times of stress to protect his owm interest. I'he 
steps taken might conflict with the Bank’s policy and result in undue 
pressure being put on constituents at a time when a more lenient course 
would be in the interest of the country as a whole. 

8458. Would you kindly favour the Committee with your views on the 
following recommendation made by the Marwadi Chamber of Commerce in 
this connection: — 

(1) There ahould«be along with the schedule of joint stock banks, 

in the Reserve Bank Bill, a schedule of shroffs and indigenous 
bankers to whom the financial facilities given to joint stock 
banks should also be given; 

(2) The shroffs or indigenous bankers included in the schedule should 

conform to a prescribed standard; 

(3) The account books of the schedule shroffs and indigenous bankers 

should be periodically inspected by examiners appointed by 
the Reserve Bank; 

(4) The shroffs or bankers should be allowed to carry on the business 

of commission agents along with that of banking; and 

(5) They should be prohibited from trading on their own account?— 
Any concern private firm or otherwise which wishes to be placed in a 
schedule in the Reserve Bank Bill similar to that relating to joint stock 
banks should in my opinion be subject to legal conditions regarding its 
business similar to those ruling in the case of the joint stock banks; more¬ 
over the business of such concerns should be strictly confined to banking 
for it is bank endorsed paper the Reserve Bank would wish to re-discounr 
and the affairs of any scheduled firms should be open to the closest 
scrutiny. 

8459. In connection with your scheme of selection of candidates for 
appointment as probationary assistants in the Bank, it has been suggested 
that it is desirable with a view to obtain most competent recruits and to 
avoid public criticism the recruitment should, be based on a system of com- 
petitive examination written and oral, the latter largely to enable the Bank 
authorities to judge of personal appearance, speech, deportment family 
connections, etc. Would you kindly tell the Committee whether you agree 
with this suggestion?—I agree with the suggestion and as a mater 'i fact 
it has been put into practice for some years now' in Calcutta and Bombay, 
with very satisfactory results to the Bank. Madras procedure is being 
brought into line with that elsewhere. 

8460. It has been stated that the privilege of handling Government 
moneys may be given to joint stock and co-operative banks at places where 
there are no branches of the Imperial Bank and that such a system prevails 
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'm the United States where at places which have no Federal Eeserve Bank 
or its branches, the Government approves of certain National Banks to bfr- 
depositories of its funds on such banks lodging collateral in the shape of 
Government securities, bonds of federal land banks or some other 
designated security up to an amount fixed by the Government treasurer. 
Would you kindly favour the Committee with your views on this sugges¬ 
tion?—^Frior to the incorporation of the Imperial Bank of India it was the 
practice of Government to allow certain Government or guasi-Govemment 
balances to be deposited with approved banks on their depositing security, 
to cover those balances. I would have no objection to such deposits being 
made with approved banks against suitable security but the agreement" 
between the Imperial Bank and Government would have to be suitably 
amended and any such arrangement would have obvious drawbacks from- 
Govemraent’s point of view. Under present conidtions the treasury, 
balances are mobilised in a bank whose charter is designed to secure the 
safety of those balances by restricting the class of business which may be 
undertaken and by the presence of 5 nominated Governors on the Board 
as well as the reservation to Government of the right of appointment of the • 
Managing Governors. Mobilization of balances under such conditions en¬ 
sures their most economical use under favourable conditions of safety and’ 
efficiency. To distribute the balances amongst several banks would in my 
opinion be a backward step leading to a deterioration of Government’s- 
treasury position. 

8461. It has been stated that there is no co-operation between the Im¬ 
perial Bank of India and the other joint stock banks in the country nnd 
that it would be to the advantage of the banks, if a Bankers’ Association 
were formed by the Imperial Bank on the lines of the Exchange Banks’’ 
Association where questions affecting common interest of the banks includ¬ 
ing the Imperial Bank may be decided. Would you kindly tell the Com¬ 
mittee your views on this suggestion?—^It is not the fact that there is no¬ 
co-operation between the Imperial Bank of India and the other joint stock- 
banks in the country. Not only do we give advances on very favourable 
terms to such banks, but it is my experience that the leading officers and 
Directors of most of such banks discuss in the most friendly manner matters 
of common interest with senior executive officers of the Imperial .Bank. 
My own opinion is that this relationship between the Imperial Bank and’ 
other banks is preferable to what would exist were a Bankers’ Association 
formed of which all would be members. Such an association when the 
time is ripe for it should be confined to banks of more or less equal stand¬ 
ing doing similar business and having the same problems to face. If the- 
Imperial Bank was a member, it would I think dominate the deliberations 
to an undesirable degree and the healthy development of the smaller banks 
by their own efforts would be retarded. All the advice and assistance which- 
the Imperial Bank can give is available under present conditions and I 
would therefore prefer to see the other banks form their association on 
their own initative and conduct its affairs in their own way. 

8462. It has been pointed out by a witness that the Imperial Bank 
Jigents are now agents of not only Indian Insurance Companies but also* 
of foreign Insurance Companies and that with a view to help Indian 
Insurance Companies it must be provided that agents should take up the- 
agency of only Indian Insurance Companies. Have you any observations 
•*to make on this suggestion?—^This is not -so—the Bank, not its Agent, acts- 
as agent for certain Insurance Companies in order to facilitate its own- 



ftffraogements under wii|ph the wndupted are 

,ftnd have proved very satisfactpry. to us.' TOe ,Bnggestica 
should be debarred from acting as aeent ^or other than 
.Indian Op^npanies means a restriction on business wpioh is most ymdesir- 
^le-r-as with other people we wish to do our business in the best possible 
.inwket unfettered by uimecessary restrictions. 

8408. It , has been pointed out by one prominent Indian banker that 
nt present a joint stock bank does not go to re-discount its bills with the 
Imperial Bank as that would be taken to mean that the bank is in financial 
trouble. Such rediscounting is considered to be the last resort which a 
'bank takes and it is alleged that such action affects their credit. It is 
suggested that if the Imperial Bank could discount the bills of the joint 
stock banks at a lower rate than they do for merchants and traders, the 
public will associate such rediscounting with the privileges accorded by the 
Imperial Bank and the joint stock banks would be more willing no avail 
■themselves of the privilege. Could you kindly favour the Committee with 
your views on this point?—I do not think that any reduction we could 
make in favour of joint stock banks would induce them to tender their bills 
for re-discount with us. The real .objection to such re-discount business is 
not the disclosure of the discounting banks’ business to the public but the 
•disclosure of it to the Imperial Bank. Our discount rates are already on 
rock bottom level, any reduction in favour of rediscount business would 
•place it on a non-paying basis. 

Further in my experience it is not because of the rate of discount that 
join stock banks do not rediscount bills with us but because it is simpler 
■for them to borrow by loan against Government securities and repay the 
loans, or part of them, as they are able. They desire to benefit by reducing 
the interest they pay to us immediately they have any surplus funrls and 
it is more difficult for them to do this if they obtain the accommodation 
"by ro-discount. 

8464. Some figures were given by Sir Nonnan Murray. Managing 
Governor of tlie Imperial Bank in the course of his evidence before the 
Hilton Young Commission, showing deposits, advances, overdrafts, etc. 
■distributed as between Indian and non-Indian clientele of the Imperial 
Bank. In view of complaints of alleged preference to non-Indian customers, 
would you kindly supply the Committee with a statement bringing the 
figures supplied by Sir Norman Murray up todate?—I will have the state- 
-ment made up to date and forwarded to you. 

8465. It is said that none of the organised banking institutions of the 
■country gives any direct assistance to the agriculturists and that the Im¬ 
perial Bank of India has recently begun at a few centres to finance big 
landlords on personal security with sureties or on the security of the pro¬ 
duce or of gold. Would you kindly give the Committee some fuller details 
of this recent policy of the Imperial Bank, the provinces where it has 
been introduced and the measure of success it has attained?—The policy 
of the Bank since its inauguration and throughout India has been to .'!n- 
oourage advances at reasopable interest against personal security 'vith at 
least two good names supported if possible by the hypothecation of goods 

- or crops,, also gainst the pledge of agricultural produce, trade stocks, gold, 

;.etc.,_in fact against stocks of readily maifketable coifimoditifes. This 

ilioliey has- not,.been Iffioited,to big parties, it has been extended to all and 


vthat .the .^ank 
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sundry, the only condition being that the borrower is a reliable party and 
the security suitable in our opinion. From the first considerable reluctance 
to pledge stocks w'as experienced, the reluctance being due to a feeling that 
such a course entailed loss of credit and standing bv the borrower; this 
feeling is however being overcome and each year it is less in evidence. Ten 
years’ efforts on our part have mot with a moderate measure of success, 
they have cost us largo sums of money for which w'e liave not yet received 
a.ey adequate return but wo carry on in the hope that the advantages of 
•our system will eventually be recognised more fully and more freely availed 
of by the large circle to which they are extended. 

3466. Tn commenting on ihe present position regarding the financing 
of agriculturists, the Provincial Committees have pointed out the necessity 
for greater co-ordination betw’oen the Co-operative Movement and the Im¬ 
perial Bank. Two suggestions have been made: (1) In the first place it 
has been suggested that the Imperial Bank should give cash credit to Co¬ 
operative banks during the slack season at moderate rates of interest. This 
would enable the Co-operative banks to advance money to Co-operative 
societies and these societies to agriculturists at rates lower than at present. 
It is said that this would ho an advantage to both parties as the Imperial 
Hank would have wider scope for the investment of its funds during the 
slack season and the Co-operative Movement would bo provided with 
cheaper money. Would you kindly give the Committee a broad review of 
the policy of the Imperial Bank in regard to its system of cash credits to 
Co-operative banks and say bow far iu your opinion this suggestion of ex¬ 
tending the system and reducing the rate is feasible?—The policy of 
the Imperial Bank in regard to its system of cash credits to Co-operative 
banks is to grant snob, facilities on the cheapest possible terms and, to the 
utmost extent possible provided that the business of the borrowers is con¬ 
ducted in what we consider is a satisfactory manner. In my opinion the 
business of the Movement as a whole cannot bo considered to be conducted 
in a satisfactory manner—the ftrodamental principle of true co-operation 
is lacking—overdues are highly excessive—audit is defective—control is 
inefficient—the credit of the movement is chiefly based on the responsibility 
of Government and that responsibility has never, so far as I Icnow been 
clearly defined. Tinder these conditions, whilst we are prepared to con¬ 
sider cash credits to co-operative banks against oromissory notes of the 
primary societies, we naturally prefer Government paper and we wish that 
the credits against promissory notes should be, for seasonal purposes end 
that they should not be used for the long term advances which have been 
made too freely within the movement. In my opinion we, as the centre 
of the banking system in India, have a duty imposed upon ue not to grant 
facilities to concerns doing unsound business and it is for that reason that 
we prefer gilt edged security from the co-operative movement and that 
I now urge upon you the desirability of an All India Enquiry into th« con¬ 
dition of the ee-operativo movement and the position of Govemrrient re¬ 
lative thereto. Provincial enquiries are not effective enough, what is wanted 
is the higher authority of an AE-Tndia body. You will agree that holding 
these views extension, except on the lines indicated, and reduction of rates 
I cannot regard as feasible. 

8467. In the second place, it has been pointed out by one of the Pro¬ 
vincial Committees that co-operative banks can obtain cheaper short-term 
money than at present from money-lenders during the slack season, if 
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these monies could be returned to the money-lenders at the commence¬ 
ment of the busy season for use by the latter. It has been suggested that 
if the Imperial Bank could help the Central Co-operative Banks by mean*, 
of cash credits to repay the deposits of the money-lenders, it would be to 
the advantage of the co-operative movement and the agriculturists. Would 
you kindly give the Committee your views on this suggestion?—If the Co¬ 
operative banks are functioning properly 1 think their borrowings from 
commercial banks and/or money-lenders should be repaid at the end of the 
main cultivation season (i.e., the end of the slack season in the commercial 
money market which is presumably the season referred to in the two ques¬ 
tions). The slack season comes to an end when the crops are sold to 
dealers who are financed by the commercial money market and the funds- 
obtained are available to repay the co-operative banks udio should then 
have more than sufficient internal resources to carry on until the next 
cultivation season. Any system by which the co-operative banks borrow 
alternatively from the money-lenders and the commercial banks would bi- 
most dangerous as it would prevent the necessity for the proper liquidation 
of loans when the purposes for which they are granted are completed and 
the money is available with the cultivators—a necessity which already is 
largely ignored by the co-operative banks. Under such ii system the 
present accumulation of ‘dead’ loans would be vastly added to. The co¬ 
operative banks must conform to elementary banking principles if they 
are to continue in existence, i.e., (a) their loans must be granted tor de¬ 
finite purposes (6) the amount of the loans must be commensurate with 
their purposes and (c) within the repaying capacity of the borrowers (d) the 
loans must be granted only when actually required, e.g., at seed time, 
etc., (e) they must be repaid when the purpose is fulfilled, e.g., soon after' 
harvest and (/) ample tangible fluid resource must be maintained. Failure 
to conform to these rules must end in disaster involving the wholesale 
ruin of the cultivators, for whose benefit the movement vras started, cr their 
moral degradation through evasion by fraudulent transfer of their lands, etc., 
as happened in Burma. 

8468. The Madras Banking Enquiry Committee has referred to the fact 
that the Imperial Bank require Government paper as security for cash 
credits instead of co-operative banks paper. As other joint stock banks- 
would bo able to advance loans against such paper the Committee have 
recommended that the restriction requiring co-operative banks to deal with 
the Imperial Bank should be removed. Have you any remarks on this 
recommendation?—I am not aware of any restriction requiring co-operative- 
banks to deal with the Imperial Bank. So far as the Imperial Bonk is 
concerned I would have no objection to the co-operative banks dealing with 
joint stock banks, but of course Government, who in an indefinite manner 
are in some degree responsible for the movement, may have other views- 
on the subject. 

8469. It has been suggested by one of the Provincial Banking Com¬ 
mittees that it would be more useful to merchants and traders in the 
mofussil if during the busy season banks operating there would have their 
offices opened for an hour or so before their usual banking hours and also 
keep the offices open after the usual closing hours of the bank. Would' 
jmu kindly favour the Committee with your views on this suggestion?—It 
is quite a common practice for banks to meet the requirements of the 
business community in the manner suggested. It is a matter which may 
safely be left to the discretion of the local Agents. 
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8470. It has been suggested by one of the Provincial Committees that 
it will be a great convenience to the internal trade if in the largo towns 
where there is more than one bank or branch of a bank, the Imperial Bank 
of India would take the lead in the matter of setting up a warehousing com¬ 
pany in which banks might hold a controlling interest and that this com¬ 
bined warehouse would be more popular than separate godowns by the 
several banks. Would you kindly favour the Committee with your views 
on this suggestion?—Warehouses are an absolutely unsuitable investment 
for banks’ funds and the Imperial Bank should never embark on such an 
enterprise. If there is the need for warehouses, local capital will normally 
supply the need. 

8471. It has been pointed out that in the jute trade in Bengal a 
European firm in the mofussil gets buying orders from the Calcutta mills 
on commission and draws on the mills against the bills of lading of river 
steamers and railway receipts through the Imperial Bank of India. It is 
said that an Indian merchant has not this advantage and often suffers from 
invidious discrimination made against him, as the mills do not arrange ad¬ 
vances during transit in such eases. Would you kindly tell us your ex¬ 
perience in this matter?—It is true that European firms finance them¬ 
selves in the manner indicated to a larger extent than Indians do, but this 
is not due in my opinion to any invidious discrimination made by the Bank 
or the mills. I think the explanation is that the Indian merchant can 
finance himself through the Bazaar cheaper than through the Bank and 
he prefers the elastic methods of bazaar finance to the formal and stricter 
methods which are unavoidable in documentary dealings. 

8472. It has been alleged that some of the agents of the branches of 
the Imperial Bank in charge Qf Government treasuries refuse to Issue re¬ 
mittance transfer receipts to co-operative banks on the ground that funds 
which are proposed to be transferred are not for bond fide co-operative 
purposes but for purposes of exchange. It has further been alleged that 
even certificates of co-operative banks, stating that the transfer is for co¬ 
operative purposes, are not accepted by the branches of the Imperial Bank. 
Do you think it is desirable that the agent of a local branch should refuse 
to accept the certificate of co-operative bank?—I consider everyone has 
the right to refuse to act on a certificate without proof of its correctness 
and it is a right exercised by everyone from the Income Tax authorities 
downwards. An agent of the bank should however only take such a 
course on instructions from his head Office. The facility of free transfers 
has been so frequently abused in certain provinces that strong action by 
us has in some cases been necessary as the Eegistrar appears almost help¬ 
less in the matter. Such action is not only taken in our own interest but 
also in that of the Indian joint stock banks which do not enjoy the fac’l’ty 
of free transfers. It seems to me to be very irregular that the co-operative 
banks which are subsidised by the tax-payer to the extent of the cost of 
the co-operative Department and the exemption from income tax, should 
be allowed to compete in ordinary banking business with commercial banks 
which have no such advantages. 

8473. It has been suggested that, in order to bring the co-operative 
societies in direct touch with merchants, traders, and indigenous bankers 
anti thereby increase their credit and help them in their general business, 
but with a view at the same time to avoid competition with the existing 
joint stock banks, the concession of free remittance transfer receipts for 
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general remittance business should be given to co-opeative banks and 
societies in places where no adequate facilities for remittance are available 
at present. Would you kindly favour the Committee with your views on 
this suggestion?—I do not consider that the free transfer of funds should 
be granted except for the transfer of funds used for agricultural purposes by 
the members of primary societies. There is no reason why merchants, 
traders and indigenous bankers sliould profit at the expense of Government 
{i.c., the general tax-payer) in out-of-the-way places any more than in 
mercantile centres, and the facility would in my opinion, compete in most 
places with methods of remittance already in existence or which might 
otherwise come into existence. 

8474. The Provincial Banking Committees have referred in their reports 
to the recent withdrawal by the. Imperial Bank of India of the concession 
of free remittance up to Its. 5,000 given to the Bank’s customers. It is 
said that this concession was very useful in spreading banking habit and 
it has been suggested that with a view' to ])rornoting banking in the country 
a reduced concession of free remittance up to Tis. bOO may be introduced 
and if the concession is abused, the Imperial Bank may deal individually 
with any such abuse and that on that account the bank should rrot withdraw 
the facilities from the public generally. Would you kindly consider this 
suggestion and favour the committee witli your views?—Tlie matter was 
very carefully considered by the Bank before it was decided to withdraw' 
the facility of free remittance up to Pis. 5,000. Nothing has transpired 
since to show that the decision eomc to was anytliing but correct. 

8475. One of the Provincial Committees has referred lo this revival of 
the practice of charging commission on the cheques of one branch of the 
Imperial Bank cashed in another. Would you kindly tell the Committee 
what the practice of the Bank w'as in this I'cspect in the past and what it 
is today and whether such a practice would not militate against the develop¬ 
ment of the cheque habit?—The change recently made is merely a reversion 
to our former practice under which in common with all other banks ex¬ 
change was charged on cheques drawn on other branches,with discretion 
to Agents to vary or forego such exchange. I do not think the practice 
will militate to any material extent against the development of the cheque 
habit as the concession, which was granted tentatively, harl shown little 
indication of encouraging the habit. 

8476. It has been suggested by one of the Provincial Banking Enquiry 

Committees that as the work of the Provincial Co-operative Banks develops, 
the question of arranging finance on the most advantageous Terms from 
outside source will require the services of some one with .a knowledge of 
the money market and of banking finance generally and that it would be 
useful if the Imperial Bank would permit their local Agent to attend the 
meetings of the Directors of the Provincial Bank in .an unofficial capacity 
to give advice on any financial question that might arise. Would you 
kindly tell the Committee how the Imperial Bank would view' such a sug¬ 
gestion?—^The Bank's Agents are very fully employed in their own business 
and in many cases it is not advisable that they should take part in the 
affairs of concerns over which they have no control. We wish howrever to 
reader every possible assistance to the movement and are prepared to 
cemstder proposals of the nature outlined in this question. ' 

84T7. The Bihar and Orissa Banking Committee report that a number 
of complaints have been received from shroffs as well as managers of Indian 
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joint stock banks about the difi^culties experienced in their cash dealings 
with the Imperial Bank. It is said that if the poddars employed by the 
cashier of the branch do not receive dusturi, the cash is generally under- 
counted or bad coins are mixed with good ones or old coins and soiled notes 
are rejected without justification or the shrofi is deliberately detained. 
There is also the complaint that the Imperial Bank does not accept large 
amounts of small change tendered in payments for dues and does not give 
one enough currency notes in exchange for rupees. Would you kindly 
make enquiries in this matter and inform the Committee the result of such 
enquiries?—Very serious notice would bo taken b}’ the Bank if any such 
practice came to its notice. Unless however specific cases are Drought to 
our notice to be enquired into it will not be possible for any action to, 
taken by us. 

8478. The Bihar and Orissa Committee have pointed out that the charges 

of the Imperial Bank for buying and selling securities are 50 per cent, 
higher than those charged by baiiks in England for similar services. Hava 
you anything to say on this point?—I have no information as to the charges 
made by banks in England for such services. Our charges are however 
very reasonable for the business done. It is of course necessary to consider 
all the charges made by banks in connection with the keeping of an account 
before- a true comparison can be made and it is obviously of little use to 
compare one item out of many if one wishes to arrive at total costs. Further 
there is not anything like the same free market for securities in India as 
there is in England. Sr ~ m 

8479. The Bombay Banking Committee have 'recommended the opening 
of public debt offices in Karachi and Ahmedabad both of which are centres 
of considerable financial importance and at which they understand from 
the evidence tendered before them that a fair volume of dealings in Gov¬ 
ernment securities exists. They reconrunend that these two centres may 
also be authorised tO' issue treasury bills on the advertised rates after 
acceptance of tenders. The Committee would be glad to have your views 
on this recommendation?—Karachi is already a Treasury Bill centre. 
There does not appear to be suflficient investment from Ahmedabad to 
warrant the extension there. From our own experience, which is consi¬ 
derable, the facilities granted at Karachi and Ahmedabad Treasuries in con¬ 
nection with (iovernment paper are quite sufficient for local needs. 

8480. To encourage the cheque habit, the Bengal Committee have made 
the following recommendation;—^Wherever there is a branch of the Im¬ 
perial Bank, the following payments of sums exceeding Its. 100 should be 
made and nccepte<l by Qovernment by cheques payable at the Imperial 
Bank; — 

(а) salaries, pensions and other Government payments; 

(б) purchase money in auction sales conducted by Civil and Eevenue 

Courts and other Government officers; (c) land and excise 
revenue, cesses, income-tax and other Government dues; aod 
(d) deposits made by private persons in Civil, Criminal and Revenue 
Courts. 

Where there is no branch of the Imperial Bank, a court or other Gov¬ 
ernment officer making a payment exceeding Rs 100 to any private person, 
should, at the request of the payee, make the payment by a cheque pay¬ 
able at any branch of the Imperial Bank that he may indicate. Would 
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you kindly favour the Committee with your views on this reconunenda* 
tion?—There appears to be no objection to this proposal. It is however 
for Government to decide. Payments to credit of Government account, if 
the cheques are not drawn on the office of the Imperial Bank of India 
where the credit is made, can only be made after collection of the cheques. 
In the cases of the G. I. P. and B., B. & C. I. Eailways they have given us 
an undertaking to refund amounts of any cheques returned and in these 
cases credit is given immediately. 

8481. It has been pointed out by the Bombay Committee that the 
progressive development of local channels of investment should be looked 
upon as one of the most essential duties of the Agents of the Imperial 
Bank. At present it is said that indigenous bankers and local traders are 
shy and hesitate to apply to the local branches of the bank for financial 
accommodation as they are not sure about the treatment that would be 
accorded to their demands. They recommend that with a view to estab¬ 
lishing regular touch with their local clientele advisory boards should be 
constituted by the Imperial Bank, as an experimental measure, at branches 
in a few selected centres, which would be helpful in bridging the gulf that 
now separates the Bank’s branches from those who stand in need of credit. 
Would you kindly favour the Committee with your considered views on 
this suggestion?—The progressive development of local channels of invest¬ 
ment is and has always been one of the most essential duties of the 
Bank’s Agents for it is obviously in the Bank’s own interests that local 
employment should be found for local funds. As regards Local Advisory 
Boards I am of opinion that with our present staff of agents whose efficiency 
and knowledge of local conditions is steadily improving such Boards are 
'unnecessary and in effect would probably be merely the introduction of 
another party into the transaction of the bank’s business. I have dis¬ 
cussed the idea with many people in various parts of the country and 
although it finds favour with some people, the objection is frequently 
stated that the business of the bank’s constituents would no longer be 
as private as it is at present. Until the stage is reached at which Local 
Boards of Directors are required I prefer to work through Agents alone. 

8482. It has been suggested by the Bombay Committee that in small 
centres contiguous to places where there are regular branches of banks, 
joint stock banks, as ^vell as the Imperial Bank of India and co-operative 
banks may adopt the system of having part-time branches working two 
or three days in the week, and city branches working a few hours on 
pay days, all these to be looked after by peripatetic agents who are 
always on the move. It is said that this system has worked satisfactorily 
in rural areas in England and may be found helpful in India in developing 
deposit banking through a net-work of branches of the larger banks. 
Would you kindly favour the Committee with your views on this sugges¬ 
tion?—Our system of outstations', pay-offices and sub-agencies is worked 
on the lines indicated in this question. 

8483. The question of linking up co-operative banks with other banks 
li.as been considered by the Provincial Banking Committees and the position 
is broadly summarised as follows. The fin.ancc required by the agriculturist 
may be divided into— 

(1) finance required for growing crops, and 

(2) finance required after the crops have been gathered. 
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In regard to crops which have been gathered, it is quite possible for 
members of Co-operative Godown Societies to accept a four months’ bill 
■drawn upon them by the Co-operative Godown Societies and obtain finance 
thereon. The Godown Societies may thereafter, if necessary, discount 
-the bill with a Central Co-operative Bank and the latter in turn with 
other banks. In regard to the finance required for growing the crops, 
it has been suggested that it will be a long time before a suitable form 
•of agricultural paper is developed, for there is a chance that the borrower 
may not grow the crop or that other accidents hke drought or floods may 
destroy the crops. In these circumstances it has been pointed out 
there is no immediate prospect of rapid advance in the direction of creating 
agricultural paper in respect of advances granted to ryots for repayment 
at the harvest. ould you kindly favour the Committee with your views 
on this analysis of the position —^This question is a little difficult to 
follow, but 1 understand the intention to be that when the crops are 
harvested they will be taken over by a godown society comprised of the 
same members as the primary society but with limited liability. The 
godown society will draw a four months’ bill on the cultivator who is 
a member of both societies, discount the bill with the central bank and 
•the proceeds will bo used in reduction of the primary society’s dues to 
the central hank. The central bank will thus have ;i document which it 
may tender for discount with a commercial bank. The main difficulty in 
this proposal seems to me to be the godown society and the reliance that 
•can be placed on the document of title which it would issue. The system 
of godown societies should greatly assist in protecting the co-operative 
banks against wrongful disposal of crops and in enabling them to give 
time t-o members for repayment, but as stated in my answer to question 
■S467, the period during which these bills would bo "available is not the 
period when the central banks should need to borrow money from the 
-commercial banks. I agree with the .analysis regarding the finance of 
growing crops. 

S484. The Bihar and Orissa Committee have made the following 
suggestion for bringing down the interest rates for marketing finance: 
“the prevalent system of marketing finance is that the export houses or 
the commission agents of Calcutta raise money from their own banks or 
the Burra Bazar and finance those up-country traders or goladara, who 
have no large capital of their own. 'I'heso in I urn finance the small 
heparis of village mahajang who buy outright from the cultivators for 
cash or credit already advanced. This system does not admit of a more 
direct contact with the central money market nor can credit be expanded 
as occasion requires, since none of the e:ish credits or book accounts 
extending from the Calcutta exchange bank to the village bepari are 
negotiable or transferable. On the other liand if the process were reversed 
and the village bepari or the substantial cultivator could, with the help 
■of the licensed warehouses, create a documented agricultural muddati hundi 
of six months’ usance, which may be accepted by a registered mahajan, 
the bill so created coidd be discounted in the central money market. 
It will be eagerly bought by the Reserve Bank in case of necessity.” 
Would you kindly favour the Committee with your ^dews on this suggestion 
and also help the Committee with y-our advice as to the practical steps 
to be taken to carry our this suggestion ?—The main difficulty m this 
proposal is that of the licensed warehouse. ■ It ■'vould be necessary for 



otocks to be graded and those of different parties mixed together. This 
is a practice -which Indian cultivators have consistently set their faces 
against and was one of the main reasons of the failure of an experiment of 
ai similar nature at Lyallpur. The management must also be an expert 
one and this costs money. I should like to see further experiments made 
in this direction in selected localities as the bills created would bo welcome 
in the money maiket, but I am very doubtful of any general success. 

8485. In connection -with the financing of the mica industry in Bihar 
and Orissa the Proviucial Banking Enquiry Committee has pointed out 
that most of the mica is raw nuitoriid either on its way to the market 
or in the last stages of production, that there are no banking facilities 
except what the Calcutta agent and local mouey-hmders can give and 
that there is a good scope for the creation of self-liquidating commercial 
bills in connection with thj.s finance. Would you kindly consider this 
suggestion and, if it is feasible, would you kindly say whether it will be 
possible for the Imperial Bank to take it up'.’—The Imperial Bank is 
already interested in the mica trade and we are always prepared to 
consider bills in connection with it. 

8486. The Central Provinces Bunking Committee has dealt with the 
glass factories hi that province and has reported that one of the factories 
required a sum of Es. 25,000 tor erecting new furnaces and for making 
other improvements but could not get'^money at a reasonable rate of 
interest. It is said that the Imperial Bank could not sanction a loan as 
it had no local branch at (londia to tidre cb.irge of the goods ns security . 
If the factory were working .successfully, could not some arrangement 
be made by the Imperial Bank for providing the required finance and 
for safeguarding its interests?—Our experience is that goods such as glass 
are not a suitable banking security. 

8487. The Coorg Sub-Committee appointed by the Madras Banking 
Committee liaA'e pointed out that remittance facilities are very defective 
in Coorg and that they see lui reason why the Treasury should not cash 
cheques at the instruction of the Imperial Bimk, stating a monthly limit 
in each case, if they are drawn upon the luiperial Bunk- by approved 
constituents. Would" you kindly favour the Committee with your views- 
ou this suggestion?—If Government agrees there wdll be no difficulty 
about bank’s opening credits for approved constituents. 

8488. The Bihar and Orissa Committee have recommended that as 
part of a general reduction of remittance rates, discount on cheques pay¬ 
able through a bank should be abolished. Could you kindly favour the 
Committee with your views on this recommendation?—Please see my 
answers to questions Nos. 8474 and 8475. 

8489. The Central Areas Committee have recommended that licensed 
indigenous bankers should he given concession rates in the matter of 
remittance for the same reason as joint stock banks are given at present. 
Would you kindly tell the Committee your views on this recommendation?' 

_Joint "stock banks keep credit accounts with us hut indigenous bankers 

do not usually do so and therefore ore not in the same position. 

8490. It is said that at present in Burma the rate charged by banks 
is about 2 to 3 per cent, above the bank rate in the busy season and 
about 1^ to 2 per cent, above the hank rate at other times. As the bank 
rate it.self is high in the busy season, the Mnrwnris. Multanis and Gujeratis. 
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send their bills to Calcutta, Madras and Bombay to bo discounted at 
better rates. The liurma Committee have pointed out that the ( hetties 
cannot do this because the Imperial Bank at Madras charges 1^ to 2 per 
cent, more than it charges Miarwaris for discounting exactly similar hundis. 
Would you kindly tell the Committee whether there is any justification 
in this complaint and if so, how it can be remedied?—The bills sent to 
Calcutta, Madras and Bombay by the Manvaris and others are for in¬ 
significant amounts compared with the Chetty bxisiness which is conducted 
on different lines. 'I'he rates charged to Chettiyars are suitable for the 
business and the jiarties to it. Some thing more than a demand loan 
against Government Paper (for which bank rate is quoted) is involved— 
the loans arc for short ]>ori()ds taken chiefly at the height of the busy season 
—the ultiniatc bon-ower wilt take as much ns he can get and high rates are 
a check on this as well as an assistance to payment at, due date so 
preventing a lock up. Burma is a place where interest rates are higher 
than in India because practically all the floating loanable capital is 
imported. Most lenders are non-Burmaus and the few Burman lenders 
charge higher rates than others. 

8-191. Would you kindly favoiu the Committee with your views on the 
question of reduction or abolition of stamp duty on bills?—Heavy reduction 
would certainly make bills more jjopular. Under present conditions the 
duty is evaded by means whicli place the lending operations on a definitely 
less satisfa(!tory basis. Also reduction would make it easier to exercise the 
powers under which currencyi;jj8 expanded during the busy seasori. The 
bills should however bear a stamp of aii imposing appearance. I have 
already mentioned the matter of stamps on short currency bills drawn 
against goods in transit in India. 

8492. The Bombay Committee have recommended the grant of increased 
facilities to indigenous bankers for re-discouiitiug their hundis with the 
Imperial Bauk as one among the various means of popularising dealings 
in hundis. Would you kindly cxidain to the Committee the facilities now 
granted by the Imperial Bank to indigenous bankers in e.ach province for 
discounting their hundis and whether there is any scope for the extension 
of these facilities ?- 7 -AVe arc prepared to consider the re-discount of bills 
throughout India for indigenous Banks. The bills must of course be 
approved by us and must conform to the requirements of the Bank Act. 
We are anxious to get these bills and competition forces discount rates to 
a very low level. 

8493. As regards the legal status of railway receipts you are probably 
aware, that under tlie Sale of Goods Act, these receipts have been placed 
on tile same legal status ns bills of lading. Even after this provision 
has been made, it has been suggested that there is still some difficulty 
in the use of these railway receipts in connection with the financing of 
trade, as tlu- receipt gives neither n full nor necessarily a correct description 
of tlic gocsls and is not accompanied by any invoice or descriptive list. 
Would you kindly tell the Committee whether anything further should 
be done, in regard to these railway receipts so as to place them on a firm, 
definite and easily ascertainable basis with a view to facilitating the 
financing of inter-station trade?—The railway receipts should be u-ritten 
clearly in ink and should give the marks, number, contents and weights 
of the packages. 



938 


8494. Chairman : Please refer to your answer to my question 8465 based 
upon the reports of the Provincial Banking Enquiry Committees. It 
appears from your reply that the Imperial Bank has been giving direct 
assist^ce to agriculturists throughout India gince its inauguration. Would 
you kindly tell us whether due publicity is given to the facilities provided 
by the Imperial Bank in this matter? I am putting this question because 
only in the reports of two of the Provincial Banking Enquiry Committees 
is any reference made to this policy of the Imperial Bank?—From the fact 
that these facilities are availed of throughout India and to an increasing 
extent, I think they have been given publicity. In many cases, we have 
gone So far as to publisli leaflets in the vernacular and distribute them 
in the neighbourhood. 

8495. Would it be possible for you to send the Committee some figures 
to show the extent of this direct assistance given to agriculturists all over 
India, say in 1922 and 1929? That would be useful for our report and 
We would be able to indicate how these facilities have grown?—Yes. 

8496. Sir Purshotamdas Thakurdas: I do not understand the word 
"agi’iculturist’. Would you exclude the middleman from it? 

Chairman: It would include the big landowner and the small land- 
owner?—Would it meet your x^oint if we sent a statement showing the 
advances which have been made against agincultural produce which would 
include everybody from the small agriculturist to people who are helping 
him by moving his crops, and the assistance given by us in that manner 
would be direct and indirect. 

8497. In that ease I would not have any statistics for direct assistance. 
If you cannot give mo any figures for tho direct assistance alone, I must 
be satisfied with what you give me, but I should prefer the direct assist¬ 
ance figures?—I think we could only supply the combined figures. 

Mr. Shanmukham Chetty: I think the statistics promised would not 
carry us very far. If for instance wo take the advances given by the 
Imperial Bank against cotton, \vc would find that probably in 95 per cent, 
o.f the cases it was to the middleman, the trader or factories. 

8498. Chairman: That is the reason why I wanted the figures of direct 
assistance; e.g., in the statement for Burma you might put in the whole 
of the money advanced to the Chettiar firms without any indication as 
to how much of that money was given to finance tho agriculturist?—What 
I had in mind was to give you the figures about advances in 1922 and 
1929 against stocks to everj’body. 

8499. What about gold? We were told the other day that in some 
parts of the country the Imperial Bank is advancing money to the agri¬ 
culturist on the security of gold. Would that come in the statement?— 
I should include the gold advances in the statement. 

8500. The gold advance may be given to the big man who has nothing 
to do with agriculture. Would it be possible to separate the two?—The 
gold advances are almost entirely to agriculturists. 

8501. Supposing you gave us the figures for advances against gold not 
exceeding Rs. 2,000 in value, that might bo suitable to us. If you cannot 
give us the figures of direct assistance, I must leave it to you to work 
out the figures in the best way you think it could be done, the point being 
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to indicate to us how tiie assistance rendered by the bank to the agri¬ 
culturist has grown between the years 1922 and 1929?—I think you can 
leave it to me to give the best statement that can be given to meet your 
requirements. 

8502. Mr. Devadhar: I think in Burma the Imperial Bank helps a 
large number of Chettiyars for the purpose of advancing money to the 
agriculturist ?—^Yes. 

8503. C&n you give us an idea of the rate of interest at which that 
money is advanced?—The rate of interest is based on the bank rate; it 
varies according to the season. 

8504. Have you any idea as to the margin of interest that they claim 
before they advance that money to the agriculturists?—Ordinarily we deal 
with the big Chettiyars. The money drifts through them to the remotest 
comers of Burma. It gradually filters down until it reaches to the very 
small Chetty who does a very small amount of business in a remote part 
of the place and he charges interest accordingly, 

8505. Would it be something like 24 per cent?—I have heard 24 per 
cent, mentioned; personally I doubt if it is so high ns that. 

8506. Mr. Manu Suhedar: Is any record kept of the profession or 
occupation of the borrower?—I think wa know a good deal aFout every 
borrower from the bank. 

8507. Do you know his occupation also, whether he is actually doing 
cultivation or is a small merchant?—^Yes, 

8508. Dr. Hyder: I wish to place before you a list of securities which 
the agriculturist can offer for his borrowings. Everybody knows that the 
Imperial Bank cannot take land as security and here is a list given by 
the United Provinces Provincial Banking Enquiry Committee which I am 
going to enumerate to bring out whether the Imperial Bank does anything 
after all for the man who really counts in India. The securities that 
he can bring out are firstly, his cattle. Do you advance on that?^—No. 

8509. Next, the standing or future crop?—No. 

8510. The third is his moveable possessions which consist, according 
to this report, of his agricultural gear, his household pots and pans or the 
ornaments of his women folk. Is any advance made against these?—It 
is made against the oraaments. 

8511. So far as I understand, these ornaments consist of a few trinkets 
of silver and if it be admitted that the ornamimts consist of gold, I am 
ready to admit that the Imperial Bank is advsmcing on gold; but if the 
ornaments are of silver and no advance is at present made, the Imperial 
Bank does not come in. 

Chairman: I think the witness said definitely that they make advances 
on gold but not on silver ornaments. Is that not a fact?—Yes. 

8512. Dr. Hyder: The next item is “A possible security for debt is 
personal service.” That refers to serfs. Another asset sometimes avail¬ 
able to a farmer as security is jajmani, the nature of which has been 
explained. Then some tenants have fruit trees. You do not advance on 
them?—No. 
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8513. Thea comes the house property which usually consists of a mud 
hut with a roof of thatch or cheap tiles. You do not advance against 
that ■?—^No. 

8514. Of this variegated collection of assets, it seems that apart from 
land the cultivator cannot get anything. 

8515. Sir Hugh Cache: Could you explain your statement that the 
advances have cost you large sums of money as a result of 10 years’ 
efiorts. That does not mean that you necessarily have any losses?—No. 

8516. Mr, Khaitan : Are you referring to the expenses you have 
incurred in starting branch offices, 2)ay offices, etc. ?—Yes, w e have had 
a very definite policy of cxpausioii to meet all the requirements of the 
bank. We definitely laid ourselves to assist the agriculturist and anybody 
else to whom wo could give assistance and that development involved 
expenditure of large sums of money in many wavs before we got any 
return. 

8517. Yon refer to outlay in the form of establishment expenses?— 
That is one form. 

8518. I do not think you have built offices, godowms, etc. ?—We have 
built office buildings in many i)laces and strong rooms to keep the money. 

8519. You have incurred capital expenditure as well as establishment 
expenditure, stationei^ and other expenses?—Yes. 

8520. When you say that you have not received any adequate return, 
arc you referring to the capital (expenditure or, what I may call, the 
revenue expenditure?—I am ret'erriug to the total expenditure. 

8521. Did you mean that yon have not got an adequate return by way 
of interest on the capital ex[)enditure or that you have not been able to 
earn as much as you had to spend on the revenue expenditure?—The retmm 
in the great majority of eases has not been, for several years, enough to 
eveu cover the expenditure wliich y'ou have distinguished from capital 
expenditure. 

Sir Pin\^]iaiaiiid(tis Thai;urila«: j\lr. Khailan's points will be made clear 
if I may say, subject to correction, that there are even to-day some 
branches of the Imperial l.lank which show an annual loss in working. 

8522. Mr. Khaitan: If I may become a littU; parochial, may I ask if 
you have made any efforts in this direction in Bengal, that is, to advance 
money against the pledge of agricultural produce?—We have made very 
decided efforts in this direction in the place called Narayanganj. I know 
of two enquiries which were conducted directly to see definitely whether 
we could expand in that direction and on both occasions the report was 
that we could not do it. 

8523. Therefore so far as Bengal is concerned your experience has been 
that you do not consider it profitable to expand your activities in this 
directiorii?—It is not that so much as that the opportunity is not there. 

8524. This kind of work is already done by the other financing agencies 
working thei-e?—The Bengal Loan Offices are very powerful and very 
efficient. 

5825. Chairman: Your reply to Dr. Hyder has disabused me of the 
first impression I gathered from your answer to my question. My question 

refeiTed to direct assistance to tho agriculturists an(3 you talk of "advances 
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at reasonable interest against personal security with at least two good 
names.” None of these poor agricultuiists would be able to produce that 
security. Then you go on to say ‘supported if possible by the hypothe¬ 
cation of goods or crops.’ Until the crops have been produced an<f are 
available for hypothecation, the agriculturist would not be able to produce 
that security either?—Yes. 

d526. Then against the pledge of agiicultural produce, trade stocks; 
the same consideration applies there?—1 think the agriculturist can pledge 
his stocks. 

8527. But he cannot produce his agricultural products until they have 
been brought in?—That is so. 

8528. You do not advance against crop on llie ground or on future 
crops?—No. 

8529. Barring the item of gold, your advances are really in the nature 
of indirect assistance, they are given to the middlemen who may from the 
money they get from you make advances to the agriculturist proper on 
any rate of interc.st they may choose to take?—Yes. 

8580. Therefore this is no index of the direct assistance you are giving 
to the agriculturist, excepting the gold item. 

Mr, Tjamond'. To uhat part of the country was Dr. Hyiler referring? 

Dr. Under: I was quoting from the report of the United Provinces 
Banking Eirquiry Coiriniittce’s Ileport, hut the position is the same in other 
provinces. 

Mr. 1 Alin and: In Sind we advance to the agriculturist who brings his 
paddy to the mills, that is, on his crops. 

Chairman: That would not be the agiiculturist in general. Ho can 
hold t(.) his crops for sowie time and can himself take it to the rice mill. 
But my study of the Provincial reports indicates that in most cases he 
has not got that security to produce. 

Mr. Laniond: It depends on the assets of the man. 

Dr. Hydcr: But the agriculturist in Sind has not got even those items; 
it is the /.amind.ar who has them. 

8531. Chairman: We shall get the statistics, but I am afraid it is not 
an answer to the question. I wanted to find out what the Imperial Bank 
was doing in assisting the poor agriculturist directly. Excepting gold in 
BO case is there an assistance to the poor agriculturist. It may be to a 
zamindar or a landlord possessing means and in most cases it is to the 
middleman who thereafter advances money to the poor agriculturist at such 
rates of interest as he himself may fix? —That is a general statement, and 
I would not like you to go away w’ith the idea that all this assistance is 
indirect and that it is iiot very” material. It is a very great assistance. 

8532. In a way it is an assistance, but whether it is great or net of 
course depends on the interest which the person who gets the m(^y from 
vou Chartres to the poor agriculturist to whom he renders financial assist¬ 
ance. Supposing you lent to a man at something like 8 per cent, and 
that man advanced to the agriculturist at 24 per cent., the amount rf 
assistance to the poor agriculturist would be negligible?—Yes. 

8533. Sir Purshotanidas Thakwdas,: You lend on kapas in ginning 
factories to people who own these factories, e.g., in Khandesh, Gujrat, 
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Broacli and in Berar and an instance like the one mentioned by the 
Chairman may be an exception, because there is competition among the 
ginning factory owners themselves to attract kapas. The agriculturist 
takes kapas into the ginning factory and the owner of the factory charges 
the same rate as the Imperial Bank charges him. The problem therefore 
is not quite so simple as it may look. The middleman is there for the 
reason that the agriculturist has not the good name or the security to give. 
He has to pay 2 or 3 per cent, extra, because there is competition among 
the middlemen themselves. 

Chairman: We have the middleman’s rates given in the Provincial 
Committee’s reports and what I was saying was based on a study of them. 
The case in Khandesh may be an exception and the other one may be 
the rule. 

Mr. Shanmukham Chetty: So far as the financing of cotton in Madras 
is concerned, the same thing prevails. There are ginning factories spread 
all over the country and the agricultm-ist brings his seed (cotton) directly 
into the ginning factory, he stores them there and the owner of the ginning 
factory gives an advance ranging from 75 to 85 per cent, of the value of 
the kapas and in at least 50 per cent, of the cases the ginning factory 
owner charges the same rate as the Imperial Bank does where he gets an 
advance from that Bank; and I should say that in most cases the rate 
charged to the agriculturist does not exceed 12 per cent, 

Chairman: That may be in the ginning of kapas. What about agri¬ 
cultural produce in general? 

Mr. Shanmukham Chetty: This can be said to be a univei-sal rule so far 
as the purchasing of cotton is concerned in South India. 

Laila Harkishen Lai: In the North the cotton is bought out by the 
gin owners. 

Chairman: Even in the south it would not apply to the other crops. 

8534. Mr. Shanmukham Chetty: At least so far as the financing of 
the cotton crop is concerned, in the south the agricultmist is getting a fair 
amount of the benefit given by the Imperial Bank to the middleman?— 
may say that applies very largely to the main grain centres or grain mandia 
as you call them in the North, including the Punjab. 

Sir Purshotamdas Thakurdas: The only point I was trying to make out 
was that there is a common policy applicable to all over India and to every 
trade. I mentioned cotton as one of the major articles in the financing Of 
which the Imperial Bank does play a very important part. It is quite 
possible that in the North this system is different to what it is in the South. 

Chairman: Therefore it is not in every part of India. 

8535. Sir Hugh Cocke: Would not the same principle apply to other 
crops generally owing to the fact that there is competition between the 
middlemen? I should imagine that competition would bring the rate 
down?—It is quite typical almost all over India. 

Mr. Devadhar: I hope you will agree that with a view to bring down 
the rates a more useful method would be to bring these members who want 
to have the benefit of your advance under the auspices of any co-operative 
organisation, that is, if they are members of a co-operative society and if 
they have got their finances on the pledge of their goods and if the Imperial 
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Bank were to give the benefit of the advances to that particular institution, 
would not more benefit be placed within the reach of the members?—^Yes. 

8536. In that case co-operative organisation would be more entitled to 
consideration at the hands of the Imperial Bank?—I think co-operative 
institutions do receive every consideration. 

8537. At present the difficulty is your bank cannot give advances for 
periods exceeding 6 months as the constitution stands at present; but 
would it not be possible to consider the special circumstances of agri¬ 
cultural demands and have special provision made for such advances? I 
mean by modifying the Act to enable the bank to extend the period of the- 
loans?—It is possible, but I would stop there. 

8538. Would you consider it very risky?—I consider it inadvisable. 

8539. Is it risky even with the security of the produce?—I do think 
it is risky. 

8540. On the question of advances I take it you will have no objection 
to the extension of the period of advances on some other security ?—I prefer 
advances short term; six months is very reasonable. 

8541. Are you in favour of bringing it down to 3 months?—No. 

8542. Sir Purahotamdas Thakurdas ; On the security of the produce- 
there is no objection to the advances being renewed if the produce is still 
there?—That is so, provided that advances are running off seasonally. 

8543. So the period may even extend to one year by a renewal?—Yes. 

8544. Mr. Sarker: You said that loan offices in Bengal are efficient 
organisations for granting loans to agriculturists. Do you finance them?— 
We have had business relation with them and I think probably at 
the present moment they have small advances from us. 

8545. (How much have you advanced to the loan offices for the last 
two years. Can you give us a statement of your total finances without 
giving any names?—Yes. 

8546. Chairman: This is what the Bombay Provincial Ba nkin g Enquiry 
Committee say. “The Imperial Bank of India has recently begun at a- 
few centres to finance large landholders on their personal securities with 
sureties or on the security of their produce or of gold.”. This statement 
made in the Bombay report is in conflict with the answer that you gave 
me yesterday?—I think the few centres referred to therein must refer to 
all our branches at the Bombay circle. 

8547. Chairman: In regard to the working of the co-operative move¬ 
ment you say audit is defective. May I ask you what is your reason for 
making that statement. You are aware that the system of audit is pres¬ 
cribed in the Act and has to be conducted by an authority prescribed by 
the Eegistrar and there have been investigations into the affairs of co-opera¬ 
tive societies and banks in most provinces. Therei has practically also been 
an all-India enquiry conducted by the Koyal Commission as late as two- 
years ago and we have got their findings on the particular matter but so 
far I have not seen any suggestion that the audit is not effective?—^My 
authority is the reading of these reports themselves. So far as I can 
judge from the reports the auditor goes round, examines and audits the 
accounts but he does not go much further than to report whether the 
documents are in order. He does not go in to say whether anything more 
than a promissory note is held as security. He does not go into the posi¬ 
tion of the parties thereto. 



944 

8548. Are you referring to the audit of primary sotjieties or of the 
banks?—The particular audits to which 1 refer are of banks. 

8549. If the auditor is nO't, called upon t(j do so by the Act, it is not a 
defect on the part of the auditor but it may be a defect in the system, 
the basis of the system being the unlimited liability of tlie members and 
therefore the ultimate securitj^ is the unlimited security?—The basis on 
which the movement lias developed during the last 25 years namely un¬ 
limited liability has been a snare in my opinion. What has happened 
according to my understanding and reading of this movement is this. The 
primary society was the first society that was started. That was the basis 
of the oo-operatiVe movement. It was a narrow circle, say, in one village. 
Some of the members had money to lend and they lent it to the society and 
also borrowed from the society and there you had the time co-oj)ei'ation 
where the lender was in touch with the boiTo\\er and lie watched tliat 
money and saw that he got repayment at the right time according to the 
terms of the debt which was a very great safeguard. I think the next step 
was to found central banks, very often in towns. These banks were formed 
in order to help the primary societies with money. In the nature of things, 
they could not watch borrowers so closely as the lender in the primary 
society, as they are miles away. The central banks receive large deposits 
from the outside public who again have oven less facilities to watch the 
borrowers and they receive these deposits very largely because of the idea 
that the Government is in some way behind them. So you have the false 
position which exists to day. Very large diyiosibs are received by these 
banks from the public because of the Government coTiTiection and that 
money is lent out to the borrowers who are not properly supervised, with the 
result that if you read any of these annual reports" of tlie co-operative 
societies, you find that the overdues of the priniary societies are mounting 
up steadily and several of these primary societies who are in a bad %vay 
are being wound up. My view is you have not got the supervision which is 
necessary for the lending department in this movement. 

8550. Generally speaking a central bank docs not lend to individual; 
it lends only to primary^ societies. Therefore in regard to the loans made 
by it is concerned only with the solvency of the primary society. I am 
not aware of any single case of a central bank having come to grief during 
the currency of the co-operative movement. It i.s the primai’y society that 
has come to grief. Outstandings whieli arc large occur fundamentally with 
the primary societies. If the central banks had not come into existence, 
there might have been some difficulty in the case of the primary societies. 
The central bank is a supei’-organisation. It takes proper security for the 
loans it makes. But then the trouble is at the bottom and not because 
of the creation of these central banks. That is the state of aSairs as 
disclosed in the report of the Eoyal Commission on Agriculture and they 
have made certain recommendations how this difficulty is to be met. But 
there has been no complaint of defective audit because" the trouble is wholly 
in the case of primary societies. It may be that the unlimited liability 
may not have been properly assessed and therefore a number of primary 
societies have come to grief ?—1 think if you will refer to the history of 
the Burma Bank which is now in liquidation, you will find that the crash 
wae caused because of the losses which it sustained through its advances 
to the primary societies. 
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8551. That is not a central bank. You are referring to the Apex Pro¬ 
vincial Bank. I know the history of the Burma Bank very well and 
because a particular bank came to grief and it was not properly managed 
1 suggest that it does not lead to generalisations of the character which you 
have made. I might also refer to the case of the Central Provinces Apex 
Bank. That also at one stage very nearly came to grief for special reasons, 
but in the case of the Central Provinces, the Government went to its 
rescue and they have never regretted that. They have got back all their 
money. It was a temporary phase. The local Government went to the 
assistance of the bank and it gave guarantees and overdraft and I think 
in about 5 years the bank repaid the whole amount of Government dues 
and now is in an absolutely sound position?—If you read these reports 
that I have already referred to, you will find that very much the same condi¬ 
tions exist elsewhere. The overdues are increasing. 

8552. If you had begun by saying that the establishment of these 
primary societies has been an error, then it might not have been necessary 
for me to pursue the matter. It is possible to reduce the outstanding by 
enforcing the unlimited liability, but difficulties arise not from the organisa¬ 
tion at the top but from these primary societies and the Eoyal Commis¬ 
sion on Agriculture have recommended that the only solution is better 
education and marketing?—Yes. 

8553. You again say ‘‘that as ^the centre of the banking system in 
India we have a duty imposed upon us not to gr.ant facilities to concerns 
doing unsound business”. Naturally I expect you to establish these pro¬ 
positions. We have also had the investigations by the Provincial Banking 
Enquiry Committees and they certainly do not reveal that the position in 
the co-operative movement is getting worse from year to year. Generally 
the position is considered to be better than it used to be years ago?—I am 
afraid I cannot agree with that view. 

8554. I ask you to substantiate your position and you cannot place 
before me anything more than what you have said with regard to the 
position of the Central Banks and their system of audit?—I stated why I 
consider them to carry on their b^isiness on unsound lines. What I say 
is that these Central Banks who advance money know nothing about the 
eventual borrower. They ought to know about the borrower. The Apex 
Bank in Burma was lending to these primary societies direct and went 
on lending money without taking proper precautions to see that the money 
was repaid. They offen do not get even the interest on their loans. They 
simply added interest to the loan and it went on piling up this way and 
ultimately the bubble was pricked. Government went into the matter and 
found that in many cases they could not even trace the primary society, 
the members having disappeared. 

8555. My answer has been that you cannot judge of the whole move¬ 
ment by what happens in a particular instance. I can tell you of other 
instances where banks are paying high dividends and therefore my sugges¬ 
tion to you is that you cannot make generalisations with reference to what 
has happened in the case of a single bank?—^The Burma Provincial Bank 
was paying high dividends and it was apparently flourishing up to the last 
moment. 

8556. It majrbe, but their management must have been bad. You know 
the Alliance Bank of -Simla went on paying dividends up to the time of its 
crash. My suggestion ia that it cannot lead to any generalisation?—I • 
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rsier .you to these various reports. The last one Irread'was that 6f the 
'Bihar and Orissa ■ Government. The Governor himself said that the in¬ 
creasing amount of outstandings has been causing more and more anxiety. 

^57, But that anxiety is expressed only in the case of primary societies. 
As it is, there is no outstanding in the case of the Central Baaks?—^May 
■I'read to you an extract from the Government Eeview of co-operation in 
the Central Provinces as published in the “Times of India’’, dated the 17th 
^^'‘eptember 1980. “The Local Government’s resolution dealing with the 
report on the working of Co-operative societies in the Central Provinces 
and Berar during 1928-29 just issued (September 1930) says that the out- 
'StSnding feature of the year was the failure of crops in the northern districts 
owing to the severe cold and frost in February 1929, which destroyed the 
hopes of a good rabi harvest and intensified the economic distress brought 
about by the failure of crop in the two preceding years. This situation in 
agriculture aSected the co-operative institutions. The chief defect of the 
movement in the province in the view of some critics was the tendency to 
regard the central bank, not as an agency for financing co-operative credit, 
but as the unit of co-operative administration, and to consider that if a 
central bank was'flourishing its financial position secure, its credit good and 
its profit regular, the movement must be flourishing in the area over which 
its operations extended, though the spirit of co-operation might be entirely 
lacking among the members composing primary societies in that area. The 
Government therefore welcomed any development which would counteract 
that tendency and focus attention upon primary society as the real »nit 
of the co-operative movement.’’ 

8658. Chairman: But I am referring to it from the point of view■ of 
banking. Your advances are given to the apex banks or in some cases to 
the Central Banks; therefore from the banking point of view, we are con¬ 
cerned with the soundness of these institutions. We know that the defect 
you refer to is there. It was brought out by the Royal Commission on 
Agriculture and they made recommendations as to how that defect was 
to be removed. That does not mean that the institutions going to you for 
assistance-are in an unsound condition?—^I think that the primary societies 
are not sound. In any case the people who lend money ought to be there 
to see that money is properly used. ; 

8569. If people lend money to the primary societies, why should not 
they be in sound position?—The position has come more and more to light 
through the operation of the co-operative banks. If a primary society were 
ntrperRting in a place without any organisation, the chances of its going 
astrav without being detected would be much greater. But if there is a 
central body to look after them, there can be no risk. In fact one of the 
remedies suggested is that these central bodies should exercise a greater 
supervision over them?—I do not altogether agree with you, I think that 
the great safeguard to the business of tbo primary societies is in the society 
■itself, i.c., that the man who lends the money should be there on the spot 
to see that the borrower fulfils all the conditions. 

'8560. So you object to the whole of the Co-operative system. In your 
opinion the primary societies should only lend money to the extent that 
they can raise the money locally?—^You go too far. I do not say that 
iiprimary societies should not borrow money from outside. They are now 
lending too much''money which is not .their own; therefore the incentive 
to see tdiat'their money is lent out properly is destroyed to a certain estent. 



^$61. Lala jL^l : 4 re arguing as a bank, but the Ghatr 

,is ,t^}pg ,a syiftpfttlietic .view .on,behalf of the borrower?— 
jread put ,to you an extract ifrom .the report of the Central Areas 
Committee (paragraph 117, page 225, Chapter XII; • “iBy far the 
worst feature of the present situation of the organisation of thfe central 
co-operation banks in the Centrally Administered Areas is the feeling of 
irresponsibility among its officials and managing bodies for anytllipg .that 
goes wrong. In theory the Department is responsible for nothing exo^t 
,|ttopaganda and audit; in practice it does everything. None of the $epire- 
taries or er-Secretaries of the Central Banks who tendered evidence ^^,910 
the Committee seemed to realise that the management of tne central tank 
was eptirely responsible for all its internal working and that while the 
central bank had no right to dictate to primary societies the amount to t® 
lent tp individual mepibers, it was not only within its right to make it^ 
o.wn enquiry into tfie financial status of a society, but' that it wpuld he 
failing in its ^uty jf it did not ask for inspection of any of its affiliated 
■speieties wb^se soundness it had reason to doubt.” 

8562 Chairman: That brings out my point, if I may say so; that is, 
under the system of Co-operation which has ,been in force in India unudr 
an Act of Government, the Central bank .is not concerned with primaiy 
societies. It is undoubtedly concerned with the finc.ncial position of the 
primairy societies as a whole?—As I said at the beginning, the .pjovemcnt 
h,aB advanced too rapidly and on the wrong lines _ 

8563. Then you go on to suggest an all-India Enquiry. I should VJke 
to ilpow .what sort of enquiry you have in mind. Quite , recently ,we hM 
■pn enquiry by a Eoyal Commission composed of people who did not belong 
to this country and that Commission went into the matter and’ made un¬ 
animous .recommendations. We have also got the reports of these Pro¬ 
vincial Banking Committees and we, us an all-India Committee, have to 
pursue the matter further. The Koyal Commission on Agriculture definitely 
■opposed the idea of an all-India Enquiry since they had examined the whole 
position themselves so thoroughly. Even so, there have been enquiries b,y 
these Provincial Banking Committees which after all am in a way mdepend- 
,«nt of local Governments and further, this Committee will have to deal w;tti 
l^e reports of these Provincial Banking Committees. Now what qre. (;he 
lines pf. the enquiiy which you consider to be desirable ?-^I should like an 

(-enquiry into what was the original basis and the original, idea of 'Co-operia- 
tion in India; what are the true conditions under which co-OTerati-ve eSdrt 
fih.quld take place,, whether the progress of the Movement in India has been 
on. the, right lines ^-nd .whether the supervision at present exercised over the 
Mpyem^t (i.hroughput India is effective whether the Movement is super¬ 
vised, by pcpple who really understand it. 

8564. -So those would be the four.points on which ypu would,like to 
have an enquiry made?—If you like,,! wppid ^nlq?ge|,i,ipon,.);hpm.in wrijfsa^. 

.,8.565. What would you say if you were told that,these broad aspects 
hqye .qiready formed the subject of enquiry by the Royal Commigsibu who 
nave .made definite recommendations about those various matters?—I sna!! 
ask if any of these recommendations has been carried out. 

S/)66. I can, tell ypu that the Government of India have passed orders 
aqd. the .local Governments would gradually be giving effect to thdBe br^ew. 

8 L 2 
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An a matter of fact the Government of India have already passed orders 
with regard to the wider recommendations of the Agricultural Condmission 
and the Provincial Governments are taking action in that direction. I 
believe that a blue book was published by the Government and placed 
before the House of Commons. 

Dt. Hyder: Yes, that is so. 

Witness: I would like an enquiry by a special body appointed for the 
purpose to enquire into the condition and working of the Co-operative Banka 
independently of whatever recommendations were made by the Agricultural 
Commission. 

8567. But the points you mention have alreadv been investigated by 
people who know something about these conditions. In fact the Koyal 
Commission on Agriculture co-opted members as they went from province 
to province. In Bombay they had Sir Chunilal Mehta who knows a good 
deal of co-operative banking?—just get back to my original opinion 
which I see no reason to alter. I do not think that these recommendations 
have in any way improved the position. 

8568. But all the recommendations have not yet been given effect to 
fully ?—I would ask for a Commission the results of which would be mora 
effective and in a very short time. 

8569. No Committee or Commission can make its recommendations 
more promptly effective than the manner in which the Government of the 
country would give effect to them, because they are not the final authority. 
For instance this Committee may make recommendations in regard to co¬ 
operative banking but certainly it cannot lay down that the measures it re¬ 
commends should be given effect to forthwith; that obviously is action for 
the Government of the country?—I would like to make a few remarks. 
In the first place I would like to say that when I wrote these answers to 
the various questions, and in particular the one which we have just been 
examining, I did iC after very careful consideration, with all the informa¬ 
tion I had at my disposal. I admit that you have enlightened me on the 
subject of the Agricultural Commission having made certain recommenda¬ 
tions on the Co-operative Movement; so that I would like to make a 
Buggestiou to this Committee that it should investigate as to how far the 
recommendations made by the Eoyal Agricultural Commission and the 
various other Committees on the subject of Co-operative Movement have 
been made effective and that this Committee should consider what further 
steps should be taken to make them completely effective. 

3570. If 1 may summarise your attitude broadly it would be something 
like this; You are not satisfied with the present working of the Movement 
as a whole and you consider that it is working under a certain element of 
unsoundness in various directions. 'I'hat being so, you are averse to further 
Government assistance being given to it either through the Imperial Bank 
or otherwise which may be required to enable it to get rid of the defects 
which have been brought to light either by the Koyal Commission on Agri¬ 
culture or by other Committees. But once the'Movement has been pub on 
a more sound footing according to your ideas, you would not object to 
giving tbem any requisite assistance?—^Yes, broadly speaking, those are my 
views. 

8571. In the meanwhile would you withdraw from the Movement the 
conco-saions which it is already enjoying or would you allow things to go on 
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as they are and not give them any further concessions?—If you refer to 
the^ use. of cash credits against Co-operative Paper, that must remain 
as it is at present, i.e., that we will give these cash credits against Co¬ 
operative paper provided that the paper is approved by us and credits are 
seasonal. And, generally speaking the same objections would continue to 
apply to concessions which the Movement now enjoys. 

8572. Mr. Devadhar: You said that certain provincial enquiries were 
not effective enough?—I was referring to the Committees on Co-operati<xi 
recently appointed in Madras and in Burma. 

8573. Do you consider the overdues, which you have referred to as 
excessive, in any way as one of the necessary indications of unsoundness 
of the Co-operative Movement?—I think that if they have bad seasons, 
extensions of loans may to some extent be justified. 

8574. iHow do you expect a farmer who has to pav interest at such 
heavy rates and who has to stand the competition of people from outside 
where money can be had at cheaper rates, such as in England, and who 
has to bear the strain of bad seasons, to be regular in his payment? If 
on that account he sometimes delays payment do you consider that as one 
of the necessary indications of his unfitness to be a co-operator ?—I am 
not dealing with the fitness or otherwise of the farmer as a co-operator. I 
say that the position of the movement is unsound when the overdues aro 
■excessive, and it is in the interests of the Movement itself that I urged 
upon the authorities the essential unsoundness of the Movement when 
overdue debts go on mounting up and as they are doing. 

8575. Is it peculiar to the Co-operative Movement or would you apply 
the same standard to commercial institutions carrying on similar business?— 
If the two cases can be considered as parallel in every way, the same objec¬ 
tion would apply. 

8576. Take the case of municipalities and other local bodies; their 
overdues in some cases run up very h^gh, but the Government does not 
refuse to help them?—I do not know what Government do. I am treating 
it from a purely banking point of view. 

8577. Mr. Devadhar: The members of the society can only deal with 
individuals?—Yes. 

8578. In that case where did you find the defect in the method of 
working?—Supervision by the Central Banks is not effective. 

8579. Supervision is generally considered to be one of the fundamental 
duties and obligations of the financing agency. It is generally recognised 
that central banks and provincial banks would have their own stall and 
as a matter of fact, in many eases, a ctrtain proportion of profits is laid 
aside and some of the provincial banks that finance the central banks 
make it a condition that for a given number of societies supervisors or 
inspectors must be appointed by them. Do you think that tin's rule is 
followed by all the banks that give loans?—I do not know whether it is 
followed by all banks or not. The essential point in a primary society is 
that you have this co-operation in a small village. It is an excellent insti¬ 
tution because you have the man there who has lent the money there on 
the spot .and naturally he is watching the borrower and sees that he gets 
his money hack at the right time and that the money is not lost. You 
have gone further than that, you have gone U) the central bank and they 
lend money to the primary society. I maintain that when the central 
bank lends money to the primary society, they should take a very close 
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ijiterts* m for tbsy 86k}l^ty leAi^if ijS 

tjie operates of the pritbiary sbinifety got to' do' it. 

BT plade of thfe priibaiy society fendlei* you jhit* wBat vfd' lid^e to be tfe 
expert supeirision of the eehtral bdili'. 

^oii' do hot me£^n to siiggest that a primary society in yotflr 
opinion wpuld be the beat primary society if it depends upon the local 
caiiitai' it attfacts'?—i t'hink the best possible thing for them is to be able 
to work on tbeir oWn fuhds. 

8581. I We have started with the idea that the average agriculturist or 
about half a dozen of them put together have no money. The niaterhtl 
assets which they can offer is their imlimited liability security and on 
the strength of that they have to negotiate for money. If they had 
money, we should certainly have not thought of giving co-operative 
atriatance in any way?—It is a small area anyhow where this primary 
wcie^y is loundjed. You yvould not debar the man who happens to have 
same mbn'ey to lend i^rom doing so. 

8582. Not At all. I have a society at a distahce of about five miles 
from h^rO where a member himself has deposited Re. 50,00() and the sodiety 
has btfilt up a reServe of Es. 60,000 in the coujee of th'o last 20 yedils. 
We keep that ideal before us so far As possible. That society has nOt 
borfowed dfirffig the 20 years eveh a single tii'pee from the pfo'Viricial 
or district central banks. It has ill the money it nefeds in deposit?—I 
think that is a very ideal situation. 

8583. We could not say that for all their purposes they get all the 
money ^ney need and after all is not our credit a great asset which we 
could place and negotiate?—I do not object to it provided proper super¬ 
vision is exercised, 

., 8584. i might tell you that there are several central banks both in the 
Madras Presidency and here that lay aside something like 8^ per cent, 
for the purpose of supervision in one shape or other. If you ore under 
the impression that they are neglecting it, I think you would be doing 
them an injustice—I do not think the supervision is efficient. 

8585. You would like them to spend paore money, double the staff:— 
Whatever steps are necessary to make it really efficient I w'ould like to 
be taken.' 

8586. When co-operative institutions in out of the way places, where 
there are no branches of the Imperial Bank, do other than mere credit 
work. I.C., lending and boirowing of fhoney, would you consider it going 
out of the beaten track?—It is a very difficult thing to say; do you refer 
to such things as advances for wells? 

8587. I would even include the hundi business, say ordinary commercial 
business. It has been recognised that what is needed under present 
fcircumstances is a regular widening net work of financing facilities. In 
but oi the way places there are big markets, and if there is no branch of 
the Imperiai Bank or any other indigenous bank at those places and if 
there is d co-operative institution, is it not necessarily one of the duties 
of that institution to carry on functions over and above mere granting of 
credits?—I do not think it is necessarily so. 

86^. i)o,you mean that peoplfe should starve?—^I think that probabljr 
you will find the village banker already in existence and I think it 



wouU b«r WMer ta Ifeswe?: it) is'Hands than put it' ih. the hende of. Ou 
BBoicty winch pogaibly hoe not the requisite knowlfedge to conduct, such, 
bmuuesB.: 

8589. I am not opposed to the existence of the village banker os his 
businessi But the ordinary cultivator generally finds him doubly, costly 
amd it hag been proved and shown, and you will discover it from proviuciai' 
reports, that the interest which the indigenous banker charges is far in 
excess of the. interest which is charged by a co-operative society of* which 
the farmer happens to be a member. The co-operative society charges 
30'per cent, less?—think it. would be wiser on the whole for the co¬ 
operative banker to leave that business alone. 

8690. You would not like the co-operative institution to do anything 
except merely giving money and receiving money?—I should prefer them 
to stick to that until they are much better organised than they are at 
present. 

8591. 'When you make that statement;, do you rely upon any particular 
rc'cord of the functions of co-operative institutions or banks or societies?— 

I make it because of my own observations after reading the reports. It 
is my view. 

8592. You probably think it is safe to do that?—Yes. 

8593. But if it is shown that some additional functions have also 
been successfully managed by these co-operative societies, would you say 
that such a restriction would not be necessaxy?—If it is proved to be 
ably conducted I would not object. 

8.594. In that case, would the Imperial Bank extend to them the samo 
privileges?—If we found that they were doing the same business, we could 
extend the same privileges to them as we do to others. 

8695i. The Bombay Prowncial Co-operatdve Bank says that "tiie 
Imperial Bank of India’s policy in regard to the grant of credits 1 k> the 
co-operative movement has undergone a change for the worse recently.” 
What do you say to this? 

Chairman: I have a question on this subject based on the reports of 
Provincial Banking Enquiry Committees. I understand the Bank is in¬ 
vestigating the matter; is that so?—^Yes. 

8596. Mr. DevadJuir: The all-India Co-operative Institutes Association 
have recommended the following concessions and facilities to Co-operative 
bardrs: ‘‘Accumulated balances in sub-treasuries might be made available 
t 0 (- Co-operative banks at a nominal rate of interest to enable them to 
finance agriculturists against their harvested crops.’’‘.'--That is a matter 
for Government. 

8597. You have nothing to do with sub-treasuries?—^No. 

8598. Another recommendation is; ‘‘The debentures of Co-operative 
Lands Mortgage Banks should be recognised as Trust Act Securities for 
tho«^h they have not the guarantee of the Secretary of State, they have 
the guarantee of the Prvincial Government.” I suppose there is 00 
objection to give advance on Trustee securities?—No. 

8599. Mr, Manu Subedar: You are not against the co-operalive moyee 
mant on its social and. other sides so long as you felt that it was Roing 
on sound economic lines?—^That is so* I say we are very sympatbetj®. 



8600> But there ei^e certain inherent difficulties in the movement about 
which I should like 'to ask you. After a primary society is formed, any 
members may drop out and substantial ones may drop out. That vmuld 
be a cause of weakness?—That is a very great danger. 

8601. There is a rule that the loans given by a primary society to 
its members should not exceed 12J per cent, of the assets as valued at 
the time of the formation of the society?—I understand that is so. 

8602. Is that not a very sound rule if it is constantly kept up?—Yes. 

8603. If, however, the assets which are so valued are not in possession 
of the society and if they were in the hands of members with freedom 
for them to mortgage them out so that the total valuation of the society 
automatically goes down when such mortgage takes place, it would be a 
cause of great weakness?—Yes. 

Chairman,-. I may supplement it by pointing out that under the Co¬ 
operative Societies Act a Co-operative Society has the first lien on that 
mortgage and any subsequent mortgage is subject to the lien of the 
co-operative society. 

Mr. Manu Subedar: The mortgage is not taken by the society. 

Chairman: The society may or may not take mortgage. If a man 
has taken a loan from a co-operative society and thereafter he goes and 
mortgages whatever he has got with somebody else, the co-operative 
society has the first charge. 

Mr. Lamond: What would happen in the case of a sale? 

Dr. Hyder: A difficulty would only arise when a member ceases to 
be a member of the society and then be goes and mortgages. 

8604. Mr. Manu Subedar: If a primary society can only lend out one- 
eighths of the assessed value of the vffiole society and if the position did 
not subsequently alter seriously, no matter by what causes, there should 
be no occasion for writing dovra the society as a defunct one. Seven- 
eighths of the value would not be lost?—^No, if it was properly conducted. 

8605. Therefore the difficulty in accepting the paper of co-operative 
societies as a security for lending money to the movement is that it is 
not always certain whether it is sound paper. It may be signed by a 
provincial society and a central bank, but the particular primary society 
may be one of the weak ones and you would never be able to distinguish 
whether it is a weak one or not?—That is the great difficulty. 

8606. And you do not know what are the real economic assests behind 
any co-operative paper which may be presented?—That is so. 

8607. If you could by any means get to know this, then your reluctance 
as a banker to make free advances to them would not be so great?—As I 
say, we are not satisfied about the paper. If we were satisfied, there 
would not be any difficulty. 

8608. Chairman: Is it not the paper approved by the Eegistrar?—They 
are all approved by the Registrar. 

Mr. Lamond: The Eegistrar simply says the paper is in order. He 
does not say that the paper is good. He merely gives a certificate of 
the amount outstanding from the borrower to the co-operative movement. 
He does not say that the borrower is in a position to pay. 
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8609. Mr. Manu Subedar: You said that the member’s own funds 
in the co-operative movement are low. My own impression is that six 
per cent, of the total funds are members’ funds and the rest outside money. 
That is co-operation proper, but that is merely the setting up of a machinery 
for borrowing outside rather than for helping each other. Is it not so?— 
That is how I regard it. 

8610. From the banking point of view, it is a very weak position?— 
Yes. 

8611. Also as the central banks are constituted, the shareholders df 
the central banks are the primary societies?—Yes. 

8612. And shareholders of the provincial bank are the central banks, 

BO that the structure is again raised on the same primary societies, whose 
Inherent economic position appears to be weak?—Yes. 

8618. So that the weakness at the bottom is likely to affect all the 
other structures raised on it?—Yes. 

8614. Chairman: That assumes that the structure at the bottom ia 
Weak. All the primary societies are not financially unsound and Mr. 
Devadhar told us that the paper is based on sound primary societies?— 
"We hope they are sound, but v/e do not know. 

8615. Mr. Manu Subedar: Had you one of your officers borrowed by 
some Provincial Government to make out balance sheets of co-operative 
banks as balance sheets would be made out in the case of ordinary joint 
stock banking?—I have a recollection of that being done. 

8616. He must therefore have examined the position as it would strike 
a banker primarily?—Yes. 

8617. If you have no objection, after consulting anybody whom you 
may want to, could you kindly let us have a copy of the reports made by 
him?—I think those reports were made to the Punjab Co-operative De¬ 
partment. I doubt if we have them; they are probably in the hands of the 
provincial authority. 

8618. Did such an officer find very great difficulty in collecting the 
valuation of the assets of primary societies?—I would not like to say that. 

I would refer you to his report. I do not think I personally ever saw 
the result of the work. 

Chairm.an: I know that in the Punjab they had a Financial Adviser 
for the co-operative movement who used to be employed under some 
bank. I do not know if he was an Imperial Bank officer. I never heard 
that the position in the Punjab had ever been investigated by an officer 
of the Imperial Bank. 

Mr. Lamond: The examination was only done in regard to book-keeping. 

8619. Mr. Manu Subedar: We had evidence before us from a gentleman 
in charge of a co-operative central bank to the effect that the Ee.gistrar 
of that province had prohibited the societies from giving loans against 
gold as it was opposed to the principles of co-operation. What would you 
say to that?—It seems to me that in a primary society which is largely 
composed of villagers, if one villager who is a member of the society has 
such eli^ble security as gold, the society might well lend money on it. 

8620. Chairman: With reference to your answer to question 8472 
raider the Provincial Committees’ questionnaire, the concession referred 



tok hag been given W the GovemmOTt of. India aaadmet ttofinperiaVBtaik- 
tfiat: ilbt so'?— 1 ?e 8 . 

^21. Gtovesiffiaemit. of* India were aware that the cjoncession was liaM» 
to:'Be abused and>se they mted that “the buying and‘ seHing of remittance. 
Was not consistent with, the principles co-operative- banking and: that 
the concession had not been made to enable co-operative societies to carry 
on a commission business^’. To apply the necessary safeguard’ they 
suggested to the Provincial Government's that auditors should cheek the 
extent to which the privilege was being used for buying and selling 
nehartt'ances on commission and to bring to the notice: of the Registrar' 
instances in which this was being done. My podmt is this, from what 
sdttree did the Inaperial Bank derive its authority for taking the action 
Which has been complained of in some of the reports of the provincial 
banking enquiry committees? The concession was given by the Govern¬ 
ment' of India and its cost falls on the Government of India. Thev realised 
that the concession might be abused and they laid down certain .safeguards 
and so far as I am aware it did not' impose any duties on the Imperial 
BWk in connection with the grant of that concession. I have been told 
that the action of the Imperial Bank was taken exception to by one of 
the local Governments and in that particular province the Imperial Bank 
had to modify its orders?—That is so. We rather took an extreme line 
which We considered entirely justified although it might in some quartwsa 
Be considered as exceeding our authority, but we did it because every 
ether means was ineffective. 

8622. I suggest to you in that case your remedy was to go up to the 
^Vemm'eilt' of India which was the authority that granted the conces¬ 
sion and advise them to take more drastic action in the matter?—That 
ik' actually what happened. 

8626. Bid the Government of India authorise you to take that action? 
—After Considerable time we got the authority to insist upon a certificate 
that these free transfers were definitely for co-operative operations. 

8624. But you are not authorised to go behind the certificate?—If 

ydn get.» certificate, you have got a right to question it. 

8 MB. If the person who granted the concession said that he waa 
satisfied with the certificate, then my whole point is, what right has the 
Imperial Bank to question about the certificate. You still thought that 
the certificate was not having the desired effect and my only point is that 
it is for you to represent the matter to Government which granted the 
Concession and let the Government of India pass such orders as they 
thought desirable ?:—We did both and I do not think that we are debarred 
from taking such other steps as we think necessary. 

8628. That is yonr view?—Yes. 

8627. JDV-. Hyder: With reference to your answer to question 8476 on 
the Provincial questionnaire I understood from your statement that you 
desire that the Central Banks should be in close touch with primary co- 
6 perartive societies. In the case of your Bank it would be desirable, if 
veu are in the position of a lender, to exercise some friendly supervision 
atid touch with the directors of the provincial co-operative banks?—I 
think the necessary touch can be attained without the Agent of the Banh 
srfctlBig on the board as adviser. We are quite prepared to help in any 

way in thiiB. matter. 



862^. Jklr. Sarker: Ib aMver to Ghainnsln-’B’ questioa 8464^ I> tfhail* b4t; 
oBlIig’ed if you will kindly kfelude in your sUatcMidnt in thn o&n4 (tf 
adyances, loans and oaedi oredita' madn to IndisB aad itOd-lncEain' 
separately ? 

8629. Chairman : If if is pbSSibte foi* ]^ou' tO supply tliiB inlfofiAblffbtt 
aeked for’ by Mr. SaAet* #itlRiut any gtf^at frbnBlb ^oti’ mi^Bf db' I 

cannot ask you to commit yourself on that point ?—fhn.nk you very niuch. 
We shall endeavour to give the particulars required. 

8690. Mr. Khaitan': In' i^^ly to quetsti'Oh 84'?0 of the Cha'ifman yov* 
have said that the cOhstfuctidh' of Wal'ehbuSes is absolutely uneuiiablje. 
In view of the opinibh you hold do yoti think it would be feasible to try 
thd Scheme propounded by some of the provincial committees, nameiy, 
the Imperial Bank with other batiks running a warehouse in fhe locality ?— 

1 think the Imperial Batik in comttiOn with most other banks would prefer 
to work as a separate entity in that matter. 

8631. Could you in view of the suggestions made by the Proviacint 
committees investigate tho matter further and see whether it would- be 
ifeasible for Imperial Bank to take the lead and try the experiiiieQjf 
and find out whether the suggestion of the Provincial Committees is 
beneficial?—We are pr^ared to Pent warehouses wherever they arO a. 
pftjlmg proposition. I will leave it St that. 

8632. Would you not think that an investigation in the matter would 
be better?—do not think so. 

8‘633. Mir. Safker : In reply to question 8471 of tte Chairmsm relating 
to the Provincial Committees you have referred to the baraar rates. Am 
you referring to the rates given in the Controller of Currency’s report?— 
No. What Sfettrally happens in the Bengal jutfe m^kets up-coufttfy is 
this, that in the bazaaff there is a very large amount of eurreney notes 
floating and the Indian merchant is quite prepared to send a man into- 
the bazaar and sell Ips draft on Calcutta to the bazaar dealer and 
Spend quite a considerable time in collecting those notes in consideration 
of getting a better pate than that which he has to pay to the Imperial BbqIt 
if he went to the latter and got his notes on the spot. 

8684. Mr. Khaitan: Why doSs this phenomenon really happen nataely, 
that in the Bazzar a man is able to buy hundia at a cheaper rate than 
in the Imperial Bank ?—Because, as I Say, the man is prepared bo Spend 
many hours in the Bazaar collecting his money. 

86 ^5. My information is that when he goes to an indigenous banker 
he at once gets his money whereas if he has go to the Bank to sell 
his bundi, he has to spend a much longer time.—Mr. Khaitan, I do not 
question your experience; but it is certainly not our experience. We 
nave investigated carefully as to why these bills go into the Bazaar at all 
and what I have said is the result of our enquiries. 

8836. The meredntile corfifilunlty complain that they do hot gbt thia 
form bf assistance frtini the Bank. Do you think that they wodld put it 
forward as a grievance?—! think so, if they thotight that in tMa fiay 
they would get it chcapeb. 

Witness: As regards Question 8474 the chief consideration in ibis 
matter was that the concession was strictly limited to small amounts of 
Bs, 5,000. For some conriderable time we did not notice that this was- 
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being abused. As time went on, many people realised that they could 
conform to the strict letter of the concession by remitting Rs. 5,000 today 
and another Rs. 5,000 next' day, and so the concession was abused. 

8637. Dr. Hyder: Could you not fix a limit that within a year so much 
would be available for them to be remitted free?—^We eonsid^ered it in all 
Its aspects including such suggestions as you have made and this is the 
decision that we came to. 

d638. Considering that vou have a net work of branches of, your Bank 
all over the country, could you not give this facility to your customers, 
namely that a cheque on one branch drawn in favour of a person residing 
in another place where you also have a branch may be cashed without 
payment of any commission?—As a matter of fact our agents have dis¬ 
cretion in this matter and according to the value of the account to the 
Bank they can forego it altogether or not according to their discretion. 

8639. But they give these facilities in England?—The fact that no 
■charge is made in England for such services is no ground whatever for the 
argument that no charge should be made here, because we keep current 
account free of charge. If they do that in England, they also have a 
regular half-yearly charge which covers all such things. 

8640. My experience is that they not only paid me some money on my 
•Ourrent Account but that they charged me nothing?—You must have had 
a very valuable account. 

8641. Could you not introduce something like this new-fangled Giro 
system here. As regards the discretion vested in your Agents, I wish to 
tell you that they use the discretion always in your favour, that is. they 
■always charge the commission. 

8642. Mr. Chetty: As regards your answer to question 8475, how 
■long was the concession in force before vou withdrew it?—From 1921 to 
1929. 

8643. Mr. Khaitan : As regards your answer to question 8477 having 
regard to this specific allegation made by the Bih'ar and Orissa Com¬ 
mittee. do you not think that it would be better if you circulated this 
amongst all your branches and pay ofiices so that they may be warned 
about it?—The manner in which we regard such practices is so well known 
and is so strongly insisted upon that I do not think it is necessary to 
•circulate this suggestion of the Bihar and Orissa Committee. 

8644. In spite of the strength of this feeling these allegations have been 
made and accepted by the Bihar and Orissa Committee which is quite a 
responsible body appointed by the Government and when they make a 
complaint of this nature, do you not think that it is desirable for you to 
take a somewhat more serious notice?—^I do not think it is possible for 
us to take a more serious notice than we have been taking. 

8645. Dr. Hyder: As regards your answer to question 8478, I want to 
suggest to you that banks in England provide a number of free services, 
■such as keeping your valuables free and your securities free. Could you 
not as a premier bank in this country make a beginning just in one or 
two matters?—The charges and the conditions under which we do such 
business have reached ebsolute rock-bottom. I do not think we could 
possibly reduce our charges m these matters. 
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8646. Mr. Chetty: As regards your answer to question 8480. This 
question arises* out of a desire to .enoourage the cheque habit. Are you 
■iware that it takes an unreasonably long time to cash a cheque with the 
Imperial Bank of India?—Of course I am aware that people do complain 
about the time it takes to cash a cheque. 

8647. Do you think that the complaint is justified?—I do not think it 
is unreasonable having regard to the conditions under which banking 
business is conducted in this country. 

8648. What should in your opinion be the ordinary time for which a 
man has to wait?—I have had to wait for three-quarters of an hour before- 
i could get money. 

8649. You know the facilities given in England. Do you not think 
that delay in cashing the cheque is one reason why the cheque habit 
is not encouraged?—Yes it may be. 

8650. What could the banka, in your opinion, do to improve the exist¬ 
ing state of things?—Every bank has done its utmost in its own interests- 
to see that no del^iV takes place in the matter. 

8651. What is inherently wrong in the Indian banks which makes this 
difference between Indian and English banks ?—In London if you go to 
a bank to cash a cheque, you have to hand it over at the counter to the 
teller who knows everything about the cheque and on his own responsi¬ 
bility he will pay you the amount of the cheque. I have not yet found any 
bank in India which could find suitable men for that work here. 

8652. Do you mean to say that in India you cannot recruit tellers who 
could cash cheques on their own responsibility?—No. 

8653. Is it because you cannot afford to pay them?—They are not 
available. 

8654. Is there anything inherently -wrong in the Indian as such?—They 
are all coming up gradually. Eecently, in the last two years, we have made 
tentative experiments in this direction and we have authorised certain 
employees of the bank to cash these cheques for small amounts on their 
own responsibility. 1 have no doubt that as they get the training we 
may at some time arrive at a stage you now find in England. 

8655. You say you could not get men who could be entrusted with 
this work. Have you made any attempt to get men?—f say we are now 
attempting it. 

8656. But how do you come to the conclusion that men are not avail¬ 
able who could be trusted with this work?—^We have not got them on 
the staff. 

8657. Sir, I asked this question because I know that the delay in cash- 
mg cheques is the greatest obstacle in the way of encouraging Ltie cheque 
habit. 

Chairman: Mr. Macdonald’s answer is that they have not attempted 
it ia the past because they could not get men but that they have started 
an experiment in this direction. 

Mr. Chetty: Then I take it, Sir, that it is only a surmise on the part 
of the Imperial Bank authorities that they cannot get suitable men with 
the requisite qualifications. 

8658. Chairman : You state that you have discussed the idea of 
advisory boards with many people in the various parts of the country aiuf 



fkltjiougb #9^ iumur with some people, the objeotion is freguentl^ 
49 teQtiened tfast theifausinese of the 'Bank’s oonstitiients would no longer bu 
-S^pnTOte Afi.itiis flt.present. 'Wov|ld you kindly teU t^e;Cpinmittge whethtir 
you ; attach any kqportanoe to this objeotion? If so, would not the same 
objection apply with equal force to the local boards of your Bank so far 
^8 rtho Bqnk’s dealipgs with the constituents, at places where the local 
hoad offices are situated, are concerned?—-I would attach considerable 
importance to this objection and I do not think that the objection applies 
to places where the Bunk has already local boards for the reason that these 
places are very large centres. There is not the same feeling which exists 
regarding one’s own private affairs in these big centres as existsln smaller 
•communities. 

8659. The Bihar and Orissa Committee have definitely stated that mica 
is a leading industry of the province and is utterly devoid of banking facili¬ 
ties except what the Calcutta agents and the local mooey-lend&rs can 
;give. You have stated that the Imperial Bank is already Interested in 
•<the mica trade and that you are prepared to consider bills in epnaectiem 
with it. May I know what assistance has so far been rendered by the 
.imperial .Bskui to this industry and whether any efforts have been made to 
promote bill business in this line?—The Imperial Bunk has cash credits 
!Se«ured by .mica in Calcutta. If the dealers in mica have bills to offer 
Ipr .d(iscouat, we are always prepared to consider their proposals. 

8660. Therefore the implication arising out of that answer is that so 
far they have not offered you any bills in connection with the mica industry? 
-r—No bills which we could approve of. 

8661. Mr. Khaiian: You say that the Imperial Bank is always inter- 

tested in the mica trade. On the one hand the Bihar and Oriss,a Com¬ 
mittee have received complaints and have endorsed those complaints that 
the Bank is not showing sufficient interest in the matter. Could you do 
something to show to the people that you are taking interest their 

trade?—have met quite a number of leading people in the mica trade 
nnd I do not think there is any ignorance whatever as to what the 
Xmperial Bank would like to .do to help the trade; they know perfectly 
well that we are ancxious to discount bills and do what is our business. 

8662. If that is so, it is rather difficult to understand why people know¬ 
ing that it is so should go to the Bihar and Orissa Committee and make 
this complaint. Surely there must bo something still undone sornewhere 
which ought to have been done, because I know merch^ts will not com¬ 
plain unless their grievance is really genuine?—I think that people who 
made these complaints before the Bihar Committee might possibly ha-ve 
come direct to the Imperial Bank; they may have done so already. 

8663. And.pef^aps you could not have accepted them as approved 
parties?—Possibly so. 

8664. Chairman: As regards your answer to question 8486, even if you 
had ,a branch at Gorsdia, you could not possibly advance money on their 
goods ?—I would not say, possibly; but as a general proposition such com¬ 
modities ,are not suitable. 

8665. Dr. Hyder: There are two small towns in the United , Provinces, 
Ferozabad and another small place where glass is manufactured; why 
xWfflkkld you. not'finanoe their, manufactures?—Because glass is fragile. My 

based on. seme: aduanees .which I made-in eohnection -with a small 
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glass, factory ini the iPwmjab. It is genetally inferior and fregnenfly w- 
*»leabl6, and the fact that it -is'fragile makes it rather a difficult thing to 
handle. 

■8666. Mr. K’haitan: If every bank considered glass.to be an unsuitable 
■security, couM you give us some advice as to’how the industry c^n ,hs 
■saved,from extinction?—I am not competent to give advice. 

•8667. Okairman : Please refer to question 8490 based on provmoial 
■Committees’reports. The point of the question was that the Burina>Oosm- 
mittee'pointed out that the Chettiars cannot send their bills to be dis¬ 
counted at Madras because the Imperial Bank at Madras charges'.IJ .to 
"2 per cent, more than it charges Marwaris for discounting exactly-similar 
hundis. Have you taken into account this fact in your reply'? it is not 
.-a'question of discounting in Burma but at Madras?—:I think there is-a 
mistake in the Burma report. 

8668. The Burma report says “probably the chief reason is that the 
Bank wants bills to be discounted where they arise, so that the bank c.cn 
know the parties.’’ A distinction is made in the case of the'Marwaris; 
that was my difficulty. I daresay you have verj -good reasons for making 
the distinction. Would you kindly ha've the point looked into and send 
us an answer?—Yes. 

8669. Will you please refer to question 8492 based on Provincial Com¬ 
mittees’ reports; You say ‘We are prepared to consider the re-disco.unt of 
bills throughout India for indigenous banks’. I think you are there 
referring to indigenous bankers really?—^It may be so. 

8670. Sir PuTshotamdas Tliakurdaa: The question has the word ‘re¬ 
discounting’ and you use that also in your answer. I want to understand 
•what is really meant by re-.discounting of bills throughout India for 
indigenous bankers?—As a matter of fact, the terms ‘discount’ and ‘re¬ 
discount’ are very loosely used by custom. They are interchangeable. 
For instance, in London a re-discount would be where an Exchange bank 
buys a bill with documents attached, .gets it accepted and keeps it in 
Sts portfolio until such time as it suits it go to re-discount it. What 
aetually takes place with the indigenous banker in this country is that hf* 
Ttnerely takes a promissory note from a man to whom he has adv:a«eed 

money and he also keeps it in his portfolio. When it suits him, he ^'iH 
■come along and discount it with the Imperial Bank. 

■^671.'That is what is called purjaa ?—It is the same thing, another 
-man would term -it ‘re-discount’. 

'8672. Therefore the word ‘re-discount’ here has not the same signifi¬ 
cance as was understood when it was used in the Reserve Bank Bill or 
as it is understood in England, namely ‘bills which are discounte-i. only 
vwith the emdoTBcment of n'bank’?—That is so. 

8673. I mean that you do this sort of discounting practically .every 
•day dn Bombay; -do you mot?—lY'es. 

-8674. I dio mot iknow what the Bombay Committee had in mind-by 
(‘-.grant of increased:facilities to indigenous bankers for re-discounting.’ 'tn 
ihair report they ihave-^not^ suggested any lines on which they wanted the 
liruareaBed I facilities.?—As ' I took ■'it,-v^hat AShey -held in m.ind was that ;re 
shtHild extend'the (limits mider exiting cireumstances. 

' 8675.'Mr.’IChaifon: And perhaps have >a Urgerenumber of psatioflf?— 



8676. Sir Purahotamdas Thakurda& \ Then it means that you must add 
to your list of people whose bills you would re-discount, i.e., the shroffs' 
list?—^That is one direction. 

8677. Chairman: Please refer to question 8493 on th€ Provincial Com¬ 
mittees’ reports. I am very glad to see your answer. Would you be good 
enough to let us have a note showing the lines on which you would like 
this transaction to be carried through as it would be very helpful to us 
in considering the whole question. If it would be possible for you to 
expand your ideas a bit, I should be very grateful?—Yes, I shall do nhat. 

8678. Dr. 'Hyder : Would you recommend that the railway receipts 
should also be written on better paper?—^Yes. 

8679. Mr. Khaitan: You say that the railway receipts should give the 
marks of the packages. In fact our experience in Calcutta has been that 
if a firm has got to send goods to two or three firms at the same place, the 
railway authorities have refused to put the marks on the railway receipts 
so that the goods when delivered to the consignee could be identified. Is 
that your experience also?—I cannot confirm or contradict it. My im¬ 
pression is that there were very few marks. 

8680. Sir Purshotamdas Thakurdas: A question was put to you this 
morning by Lala Harkishcn Lai pointing out how the differences between 
discount rates and bank rates are known in the London money market 
and how they are not known here. The difference between the two rates 
is not the same here as in London over a period of years. Is not this 
one of the main reasons for the difference?— I think it is one of them. 

8681. One of the main ones?—^Yes. 

8682. Chairman: You say “the information necessary to conduct a 
satisfactory banking business in India is available in the great majority 
of cases if the correct method of obtaining it is followed’’. Could you 
kindly tell us what you consider to be the correct method?— 1 have de¬ 
tailed it in my answer to question 7977. 

8683. Sir Purshotamdas Thakurdas: In Europe do banks take such 
concerted action as to compare notes about the standing of parties?— 
There have been suggestions at various times that some sort of action 
should be taken. But so far as I am aware, it has never been done. I 
have no great experience of European business. 

8684. I wonder whether the suggestion of this banker referred to irt 
the question was not in the direction of the desirability of having a book 
of reference, but that would be rather private enterprise than banks com¬ 
paring notes. 

Chairman: It might be an alternative procedure. 

Sir Purshotamdas Thakurdas: As a courtesy banks would give the 
competitor information; they would not discuss anything more. 

8685. Please refer to your answer to question 8444, I am follow¬ 
ing up the last sentence of your reply. On the other hand, to continue 
different hours would perpetuate the two money markets in India, as one 
prominent member told us in his evidence happens to be the case at 
present, namely the bazaar, and the English offices or, as it is called in 
Bombay, the Eort market. Is it not desirable to bring them nearer so 
that you may have one money market and identical conditions in both 
the markets?—It certainly helps in that direction, but I doubt very mueh 
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whether the fact that all the banis close at the same hour would have any. 
very great effect in its bringing about more co-ordination between the 
two markets. 

8686. It certainly would disable another bank from stealing a march 
over the one which is more conservative. Where you have banks, if one 
bank closes at 3-30 and another works till 4-30, it shows that there is no 
imiformity in the money market of that place?—If their customers require 
it, would you not consider it very desirable that they should meet the 
requirements of their customers? 

8687. As soon as you admit that, you admit that the customer of 
one bank is one class and the customer of another is another class, and 
the cosmopolitan nature of it disappears altogether?—It very often is the 
case that the customers of a certain class deal with one bank. 

8688. Only in India, not in Europe?—It is so in Great Britain. 

8689. In Great Britain the banks close at different hours?—Yes, if you 
take, say, cattle-dealers, they as a class deal with a certain bank at a 
certain time. 

8690. But would two banks in a place have different closing hours?— 
You will very often find in large towns where there is a cattle market or 
where farmers i^me to sell their cattle, that the branch which serves 
the needs of that market will bo open at different hours to the other 
branches in that town. 

8691. But the Pay Office is particularly devised for the purpose of that 
show on that market day. All the pay offices which are serving that 
market would work for the same number of hours?—Probably. 

8692. Therefore it is a question of uniformity of the institutions serv¬ 
ing it. Take a place like Bombay or Calcutta where you have ten banKs, 
some of them closing at 3 and a few closing at 4-30. This obviously means 
that there is net any connection between the two money markets and 
the connections are as it were being drawn apart such as there may be, 
and if the effort in India is to bring the whole thing into one pool or 
circle, is it not desirable that the working hours at any rate should, as 
far as possible, be uniform?—^Yes, I quite see your point, but I cannot get 
over the fact that the bullion market in Bombay works at all sorts of 
hours and if a bank cares to open a branch there, I do not see that it 
diould be debarred from meeting the requirements of the constituents for 
whom it opened the branch. 

8693. But even the bullion market does not keep open in Bombay?—I 
was referring to the circumstances under which it might be justifiable to 
vary the hour. 

8694. In India efforts are being made that everything should be more 
or less uniform and in a small trifling matter I’ke this, if institutions 
cannot agree to work upon more or less same hours, I am trying to point 
out that it does not add to the solidarity of the institutions at any one 
place. 

Lala Harkighen Lai-. In the field of banking in England you will find 
that the hours of various branches do differ at one place, e.g., one bank 
having ten branches and in two branches hours being different. In India 
we have felt that merchants want time to correspond with the post. If 
the poet from Karachi or Bombay comes at 12 o’clock, they want the 

voi. m. 3 M 
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bank opened at 1 and if the mail leaves at 7, they want the bank to be kept 
open till 7. 

Sir Purghotamdas Thahurdas: Have you varying hours in Lahore? 

Lala Harki8he7i La]: I tried diSerent hours for the City head officea, 
but gave it up as the staff would not work. 

Sir Purshotarnd^g Thakurdag: In Bombay the commeroial coKurainity 
want uniform hours. The action you have taken in Lahore only supports 
the Bombay merchants’ demand. 

Lala Harkishcn Lai ; We are making certain experiments 'n the direc¬ 
tion of keeping open certain departments at all hours of the day and night 
in the districts. 

Sir Pxirghofamdas Thakurdag: For special requirements. 

869o. Mr. Rushforih : Please refer to your answer to Question No. 8445 
Would you kindly explain how the lender has the. option of repayment?— 
That is a thing which I think you ]>robably understand. 

Mr. Shanmukham Clu'fhj .Iw Scotland the practice is probably different 
(Laughter). 

8696. Mr. Rushforih : By demand deposit rates in the first paragraph 
of your reply, you mean current account rate?—Yes, I should include 
that. 

8697. What other rates have, you iu mind for this particular rate 
towards which the call money rate tends to approximate?—As a matter 
of fact, it is rather difficult to distinguish these. The call money rates 
are very often, I think in the majority of cases, loans between banks, so 
that one hank is a lender and the other a borrower. So the call money 
rate, regarded from the borrower’s point of view, would be a deposit rate 
and from the lender’s point of view, it is a call money rate. 

8698. Chairvian: Would you kindly refer to your reply to my question 
No. 8447 regarding the admission to the Clearing House, based upon the 
evidence written and oral tendered to the Central Committee by other 
witnesses? An important Indian Chamber while admitting the force of 
what you say in the first paragraph of your answer, has suggested that 
in order to remove the present impression of alleged discrimination 
between Indian and non-Indian hanks, this Committee should carefully 
examine the question. Could you supply this Committee confidentially 
with the list of cases of banks which were admitted and which were 
refused admission during the last ten years?—I will make our enquirie.s 
to the best of our ability and supply you with the information. Possibly 
you will be satisfied if we collect the informai!lbn for the last five, years, 
because you will agree that it is rather difficult to collect the information 
for tlie last 10 years, 

8699. Mr, Khaiian : You know that in India the complaint about non¬ 
admission to the Clearing House has almost invariably been made by the 
Indian joint stock banks?—Yes. 

8700. In fact as you have already seen it stated in the question, j'OU 
are not in favour of discussing that matter, but I am only drawing your 
attention to it. While the Indian members of the Clearing House voted for 
that particular bank the non-Indian members voted against it with the 
result that that particular bank was not admitted into the Clearing 
House. My point is this, that in India the situation has got to be faced 
as it is. At all the important places like Bombay, Madras and Calcutta, 



ithe majority of the members of the Clearing House are institutions which 
«re not Indian?—That is so. 

8701. Therefore, you see the phenomenon ns to whether an Indian 
institution should be taken as a member of the Clearing House really 
-depends upon the votes of non-Indian institutions?—Yes. 

8702. Do you not think that some action is necessary and desirable to 
remove this difficulty whereby national institutions of this country do not 
have to depend upon the votes of non-nationals in order to get the benefit 
-of the Clearing House?—In my experience discrimination has never been 
made on racial grounds. I think I am correct when I say that there 
have been many applications from European institutions in this country 
and some have been rejected. 

8703. You know that the impression remains in this country that some 
kind cf discrimination is exercised against Indian institutions?— I am 
aware of that but to my experience there is no foundation for that 
impression. 

8704. You must have also heard that as a result of that impression 
many Indian joint stock banks hesitate to apply for admission to the 
Clearing House?—A§ the impression is a mistaken one I would not pay 
any attention to it. All I can say is that there is absolutely no discri¬ 
mination. 

8705. But could you explain my difficulty? They simply record their 
votes without discussing the merits or otherwise of the question. Is that 
not so?—No, my experience has been that the whole body of the mem¬ 
bers of the Clearing House openly discuss the matter and then only they 
vote. 

8706. Chairman: Please refer to my question 8449 based upon the 
-evidence written and oral tendered to us by other witnesses. It has 
been represented to the Committee that the opening of a branch of the 
Imperial Bank at a small place deals a death blow to the already exist¬ 
ing joint stock bank in such a town, which is sooner or later compelled 
to close its branch w-ith the result that in spite of the presence of the 
Imperial Bank, the district suffers. Would you kindly give us some 
particulars showing at how many branches during the last 10 years there 
were already in existence branches of the joint stock banks and whether 
any of them were closed after the opening of your branch?—I am afraid 
it wull take an enormous amount of labour to arrive at that. I will 
deal with a typical case and that of Chandausi. 

8707. In your answ’or to iny question No. 8458 based upon the evidence 
■written and oral tendered to \is by other witnesses you say that any 
private firm which wishes to be placed in a .schedule in the Boserve Bank 
Bill similar to that relating to joint stock bank should in my opinion be 
subject to legal conditions regarding the business similar to those ruling 
in the ease of the joint stock banks. Are you here referring to the legal 
conditions imposed by the Indian Companies Act?—Yes. 

8708. Dr. Hyder: Since these joint stock b.-mks vi-ould have to keep 
some interest-free balances ■with the Beserve Bank when it comes into 
being, would you allow a similar obligation to he imposed on the shroffs 
who"-w'Ould enjoy similar rights from the- Beserve Bank?—I think that 
would be a reasonable and just stipulation. 

8709. Mr. Khaitan : In England although there is no law on the sub¬ 
ject, still so far as the joint stock banks are concerned they keep a certain 
portion of their balances with the Bank of England? Aes. 
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8710. But still the bill brokers are allowed to rediscount their bills with 
the Bank of England?—Yes. 

8711. It is mostly the bill brokers who rediscount their bills with the 
Bank of England and not the banks?—^Yes. 

8712. Apart from the question of wealth and strength, what other dis¬ 
tinction would you draw between these bill brokers of England and the 
indigenous bankers of this country?—The bill brokers are brokers pure 
and simple while the indigenous bankers are those who conduct banking 
business. 

8713. If there are any class of persons in India to correspond with the 
bill brokers of England, they are the indigenous bankers?—I think the 
indigenous bankers do more banking business than rhe bill brokers by 
receiving deposits, lending monies and so on. 

8714. How will that make them less useful to the community than the 
bill brokers?—I did not suggest that. 

8715. Why should they be placed at a greater disadvantage than the 
bill brokers in England?—Because they are doing banking business and I 
think one of the main ideas of the Beserve Bank is that it should be a 
Bank to which all the banks of the country’ should be able to resort when 
it suits them. In order to put the Reserve Bank in a position to meet 
the demands from other banks and in order to ensure that other banks 
which include shroffs shall maintain a liquid position to conduct their 
business a certain percentage of their liabilities must be deposited with 
the Reserve Bank. If the shroff wishes to be placed on the list of Scheduled 
Banks I know of no reason why he should be exempted from meeting 
the percentage deposit. On the other hand if he is not on the list the 
real question is not whether he is at a greater disadvantage than bill brokers 
in England but whether or not the Beserve Bank should be permitted 
to operate in the open market in competition with the scheduled banks. 

If they were allowed, I do not think the shroffs would suffer in comparison 
with bill brokers. 

8716. When the Reserve Bank Bill was introduced in the Assembly 
I hope you remember that there was a provision there to enable the 
Reserve Bank to rediscount bills offered by the indigenous bankers. Is 
that not so ?—I take it from you to be so. 

8717. In the Reserve Bank Bill there was no such provision that the 
indigenous banker should make any such deposit as those contemplated 
by Dr. Hyder?—I will accept that too. 

8718. Do you not think that there is this further distinction between 
an indigenous banker and a joint stock bank, in that the latter gets 
deposits sometimes ten to fifteen times their paid up capital and reserves, 
while the deposits received by the indigenous bankers are almost invari¬ 
ably less than what they arc suppo.sed to be worth. Is that not so?—I 
think that is true. 

8719. If that is so, then do you think the same argument would apply 
in regard to the protection of depositors in the case of indigenous hankers 
as in the case of joint stock banks?—The fact you mention Has a bear¬ 
ing on the question. 

8720. Mr. Khaitan: You will perhaps remember that in the United 
States of America because the Federal Reserve Board and the Federal 
Reserve Banks did not directly deal with the open market and dealt only 
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■with banks, it was found that th« Federal Reserve system could not pro¬ 
perly bring under its control the money market of the country?—I am 
not competent to discuss the working of the Federal Reserve system. 

8721. You have surely read or heard it?—Yes, I have read it. 

8722. Do you not think that it would be in the interests of the 
Reserve Bank if it should be allowed to deal with the open money market 
and not restrict itself to the joint stock banks?—Was it not laid down 
that they would deal with the scheduled banks in India, and if you in¬ 
clude the shroffs in that schedule, you are dealing with the outside money 
market. 

8723. The schedule contained banks which would deposit a percentage 
of their time and demand liability but the Reserve Bank Bill permitted 
the Reserve Bank to deal with the indigenous banks also?—I accept that- 
statement. 

8724. The Reserve Bank was permitted to rediscount hundis offered 
by the indigenous banks to the Reserve Bank?—Are you seeking to 
'estabhsh that the indigenous banks should not be required to make a 
deposit? Is that your point? 

8725. Mr, Khaitan: Yes?—And your real ground is that the indigenous 
banker trades very largely on his own capital and uses a very much 
smaller percentage of borrowed capital? Of course his deposits would be 
■correspondingly less. 

8726. Mr. Khaitan: 1 am putting before you the other side of the^ 
case. This proposal has been made by the Marwadi Chamber of Com-' 
merce in order that better facilities may be given to indigenous bankers 
for the purpose of carrying on their business and also to link them up 
with the indigenous joint stock banks and the Reserve Bank, so that there 
might be one organised whole of the Indian money market and this, in 
their opinion, can only be done if better facilities are given to the indi¬ 
genous bankers so that in return for that they would submit themselves 
to certain liabilities that may be specified. But if greater restrictions are 
placed upon them, they may not find it worth their while to take advant¬ 
age of the facility offered by the Reserve Bank in the shape of rediscounting 
bills. The result would be that the indigenous bankers would not be 
brought into that compact whole to be called the Indian money market 
which it is the function of this committee to find out ways and means to 
bring about?-—My opinion I have expressed in the answer. 

8727. Sir Purshotamdas Thakurdaa: You say that "the principal weak¬ 
ness in the Indian banking system is the divorce of agriculture from the 
commercial money market. This weakness can only be remedied by the 
reorganisation of the co-operative banking system on lines accept¬ 
able to the commercial banks so that they can borrow freely from the latter 
and/or by the commercialising of the indigenous banking system’’. 
According to what we heard from you this morning while discussing the co¬ 
operative movement, I think it would be a fair inference that you do not 
expect the co-operative movement to cover the whole field required by 
agricultural needs of the country in the very near future?—Yes. 

8728. Then it is to be done by the indigenous banker?—Yes. 

8729. Now the indigenous banker has deteriorated owing to various 
reasons partly through his own fault and partly owing to his not having 
any status in the Indian financial market. He therefore has to resort to 
agency business and speculation. If he agrees to certain checks namely 
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audit, prohibition from trade on hie own account, etc,, etc., do you not thiijjf 
that so far as the fixing of the limit by your bank is concerned such 
people aa accept these conditions would go up in your estimation for 
credit facilities? I look upon the fate of the indigenous banker as of 
great importance. If he had his accounts audited in a manner satis¬ 
factory to the Government and if he agreed not to trade or speculate, 
it would increase his credit?—Undoubtedly. 

8730. It would not he in his interest then?—I think so. 

8731. His interest means the interest of the agriculturist?—Yes. 

8732. Therefore we want to know whether you feel that when that 
check is accepted by him, it is not desirable immediately to take measures 
to make him a class of banker as nearly approaching your joint stock 
banks as they are prepared today to accept ?—I think it will be a very 
desirable move. 

8733. If it were so stipulated that his accounts should bo audited by 
the auditors of the Reserve Bank or the Imperial Bank or the Govern¬ 
ment of India it would inspire confidence in the Reserve Bank or the 
Imperial Bank aa the case may be who have to discount his jiaper?—Yes. 

8734. Do you not think that that class of bankers being created and 
encouraged would serve one of the crying needs of agriculture?—They 
will. 

8735. When the Reserve Bank comes why should not his paper be 
rediscounted by the Reserve Bank. What is the check which you would 
want to lay down in order to recognise him practically as a joint stock 
banker?—Do you not think that an indigenous banker subjected to such 
r^pilations as you suggest namely audit of accounts and an undertaking 
not to trade or speculate would attract much more of our money in the 
shape of deposits than the indigenous banker does today operating as he 
does today and if his deposits increase, he should take his share in provid¬ 
ing just as joint stock banks do a certain portion of his iiabilities in cash T 

I feel that it is not very feasible for any single institution or a set of 
institutions to supply the rural areas with banking facilities required ther®. 
The indigenous banker is today the banker of the masses of the people. 
The question is how to strengthen him and to put him in a position where 
he may be a very important factor in India. I take it that you agree 
that it is necessary even without waiting for the Reserve Bank which may 
take a good few months to devise something of this nature in order to 
see that these banking facilities are available to the rural areas without 
avoidable delay?—Yes. 

8736. In the course of the examination the representatives of the 
Marwadi Chamber were asked whether they would, as representatives 
of the indigenous banking class, agree in return for these facilities 
regarding the rediscounting of their paper with the Apex Bank to be pre¬ 
pared to take on the restrictions, namely, that they would be prepared 
to stop the usurious methods of interest, etc. They agi’ced to this. Do 
you think that the acceptance of such a stipulation would bring relief to 
the rural areas?—Yes. 

8737. Chairman: Please refer to my quest'ionNo. 8459 based upon the 
evidence written and oral tendered to us by other witnesses?—I would 
just like to add that since I answered this question I have learnt that my 
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reply applies to Calcutta and Bombay only. In Madras ''he procedure 
has been slightly different in that it has been not so full and th^ examina¬ 
tion has not been so general. 

8738. Mr. Barker: Does the Imperial Bank act os an agent for any 
Indian insurance company?—Yes. 

8739. Mr, Khaitan: How many such companies are there?—I can'- 

only mention one at the moment. 

8740. You have heard that for several years Indian insurance companies 
are putting forward a grievance that they are not getting the amount of 
business which they should get in view of their position as national com-' 
panies?—Yes. 

8741. You say in your reply that arrangements under which the 
agencies are conducted are of old standing and have proved satisfactory 
to you. You are aware that Indian insurance companies have come on 
the field only during the last 10 or 12 years. If old arrangements of the 
bank are not to be disturbed, how would it be possible for Indian insur¬ 
ance companies to get business from the Imperial Bank?—We do not 
debar any person who has business relationship with us from tendering 
the policies of the Indian companies. 

8742. The question is about the business to be given by the Imperial 
Bank to the insurance companies. Tor that purpose you have got long 
standing arrangements which are working satisfactorily. What would you 
suggest in order that Indian insurance companies may get better business 
and a larger quantity of business from the Imperial Bank itself?—You 
know the value of old associations and business; you know how very 
reluctant any business house is to disturb any relations which have 
existed over many years. Personally I should be very reluctant to disturb 
those arrangements. 

8743. Do you not think it is desirable in national interests that some 
arrangements should be made to give the insurance companies a larger 
amount of business?—The fact that we accept their policies is quite 
sufficient. 

8744. Why not go a step further and give some of your own business 
to them?—^Because in my opinion old associations are things which ought 
not to be broken. 

8746. If every merchant thought in the same way as you do, would it 
at all be possible to develop insurance in this country? Yes, decidedly. 
As I say we do not debar any Indian insurance company. We accept 
them freely. 

8746. If every industrialist and every merchant in India thought in the 
same way as you are doing, i.e., that none of them should disturb old 
relations, how would it be possible for an Indian insurance company to 
develop in India. I am of course regarding you as an Indian national 
institution?—I think what you are asking the Indian national institutic® 
to do is to discriminate on racial grounds to which I think you very 
strongly object. 

Mr. Khaitan: Not racial but national.—Well, that gives the matter 
another colouring, but it is really the same thing. 

8747. There may be high national considerations which would induce 
a man to act according to a certain lino without having the point of 
racial discrimination in mind?—I have nothing more to say. 
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APPENDIX, 

Industries financed bv the Bank. 

I. North-West Frontier Province— 

1. Tea. 

2. Timber. 

3. Skins. 

4. Carpets. 

5. Dried fruits. 

II. Punjab (including Delhi)— 

1. Coal Merchants. 

2. Cotton. 

3. Iron and Steel. 

4. Eice Mills. 

5. Flour Mills. 

6. Salt. 

7. Salt Petre. 

8. Paper. 

9. Skins. 

10. Printing. 

11. Furniture and Stationery. 

12. Silk. 

13. Timber. 

14. Hosiery. 

15. Oil Mifis. 

III. United Provinces— 

1. Sugar. 

2. Flour. 

3. Woollen Mills. 

4. Cotton Mills. 

5. Jute Mills. 

6. Cloth and Yaran Mills. 

7. Engineering Works. 

8. Oil Mills. 

9. Leather Works. 

10. Electrical Concerns. 

IV. Bihar and Orissa— 

1. Eice. 

2. Oil Mills. 

3. Iron and Steel Mills. 

4. Coal. 

5. Mica. 

6. Sugar. 
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lV. Assam— 

1. Tea. 

tVI. Burma— 

1. Rice. 

2. Timber. 

VII. Bengal— 

1. Jute. 

2. Pieccgof.'ji. 

8. Tea. 

4. Shellac. 

5. Flour. 

6. Timber. 

7. Rice. 

8. Coal 

9. Cotton. 

10. Pottery. 

11. Stone end Lime. 

12. Spirits. 

13. Rope and Paint. 

14. Fireclay. 

15. Provisions. 

16. Haberdashery. 

17. Electric Supply Companies. 

18. Chemists and Druggists. 

19. Engineering. 

20. Inland Navigation Companies. 

21. Light Railways. 

22. Corrugated Iron. 

23. Potato Crop. 

VIII. Bombay— 

1. Cotton. 

2. Iron and Steel Companies. 

3. Castor seeds. 

4. Oil seeds. 

5. Motor Accessories. 

6. Oil Mills. 

IX. Central Provinces— 

1. Cotton. 

2. Tobacco. 

3. Potteries 

4. Gunnies. 

5. Ghee. 

6. Shellac. 
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X. Madras— 

1. Planting in its various fornas. 

2. Bice Mills. 

3. Sweetmeats. 

4. Skins. 

5. Jute. 

6. Cotton. 

7. Provisions. 

8. Motor trade. 

9. Factories of Cocoanut products. 

10. Sandal wood. 

The above list is by no means complete and the reports referred to in 
the question are probably due to the difference of opinion which frequently 
occurs between lender and borrower. 
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8748. Chairman: You represent the Indian Finance?—^Yes. 

8749. Please tell us a little of the activities of this journal of yours.— 
It is a weekly journal published every Saturday and it has been in existence 
for over about 2^ years. It is, if I may say so, the only paper of this- 
kind emphasizing financial and monetary questions and interpreting Indian 
financial and monetary questions in the light of world developments. Till 
now there was no attention paid in any kind of Indian journal to the 
bearings of international financial events on Indian financial problems and 
I think we have made a modest attempt to give that kind of interpretation. 

8750. I have perused with great interest your Banking Enquiry. Number 
of the Indian Finance and I have read again your leading article on the- 
Indian Banking Problem which you have asked to be treated as your evi¬ 
dence before this Committee. I shall put a few questions to you to eluci¬ 
date some of the points in your memorandum. In regard to the profits 
of the exchange banks you say that the good old days of large margins 
are beyond recall and in a later paragraph you say that the .advent of 
new banks has brought about such competition that if may even be wondered 
whether these banks acquire any profit through their exchange business. 
The representatives of the Bengal National Chamber stated to us in their - 
evidence that the exchange business is yielding enormous profits to non- 
Indian companies year to year and on the basis of the difference between- 
their buying and selling rates, via., l/16d. or 1/8 per cent, the representa¬ 
tives estimated a crore of rupees as profit on exchange business alone. 
Have you any observations to make on this suggestion?—May I know what 
this l/16d. refers to. 

8751. It is. according to them, the difference between the buying and 
Belling rates of Exchange banks of T. T.—I do not think there will be a 
difference of l/16d. at all. The difference will be l/32d. If you buy T. T, 
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^or September, the buying rate will differ from the seUing rate by l/32d. 

•II ® position. Similarly, the buying rate for December T T 

will differ from the selling rate for December by l/32d. If the Bengal 
National Chamber really referred to that difference, it should be l/32d. 
and not l/16d. The profits of the exchange banks, if I understand aright, 
do not arise from the difference between the buying rate and the selling 
rate of T. T. It arises from the difference between the buying rate r f bills 
and the selling rate of T. T. When they buy bills for any position, they 
like to fix up funds for the same position and they sell T. T. agiinst it 
and the difference between these two rates represent the interest^ charges 
which the bank will make for the 22 days of transit and the three months 
of the D. A. period and also profit, if any. That margin is not a definite 
factor at all. It keeps changing with the Bank of England’s rate and 
other considerations. Prom this I do not sec how I could say that there 
can be a profit of a crore, but certainly the ccnditions under which exchange 
banks are doing business in the last ten years have not been the same 
^®PPy conditions under which they were doing business ten years ago. 

d7o2. Have you yourself ever tried to form any estimate of the profit 
the exchange banks are making over their exchange business with India, or 
do you think that it is not possible for a layman or outsider in any case to 
make an estimate?—As a matter of fact, I did try to make an estimate 
and I wrote two articles about it in our paper. These articles evoked 
more controversy than any fruitful results, because the necessary / data 
for arriving at definite conclusions are not available. There are so many 
transactions which are adjusted in the books themselves. An o-xporting 
firm is also an importing firm and all this business does not get reported in 
:the banking circles. 

8753. You ended those articles with sometliing of that sort of conclusion? 
—Yes. It was certainly once a very thriving business, when there was a 
monopoly among a few banks. The business has also shrunk wiihln the 
last five years and the number of banks has increased in the last ten years. 
Some Dutch banks have come over and a Protuguese bank has come in 
Bombay. 

8754. Is the Portuguese bank doing much business?—In a way, it comes 
in to compete with what is available and certainly there is great (ompeti- 
tion for rates amongst them new. I think in exchange business you are 
able to get very fine rates because of this competition. In the old days 
iihere was an assured margin which is to-day not there. 

8755. You say that if such of the Indian joint stock banks as afforded 
ample proof of care, prudence and skill in management had received that 
measure of support from the Indian public which one must expect from 
a growing devotion to the gospel of Swadeshi, they would to-day have .a far 
more splendid record than they are able to show. Would you kindly ex¬ 
plain what in your opinion are the reasons for this lack of support'’—In 
the first place, there is the proverbial shyness of the Indian depositors and 
in the next place, certain developments have taken place which have tended 
to emphasise that nervousness of the Indian depositor. The two sets of 
development I have in mind are: the banking crisis that took place early 
in the second decade of this century. A good many banks in the Punjab 
and in the Bombay Presidency came to grief and when the affairs about 
those liquidations were revealed, they contained particulars which certainly 
went to shake the confidence of the Indian depositors in the Indian 
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managed banks. However, towards the end of the second decade confi¬ 
dence was again restored and Indian banks were able to make much head¬ 
way and this was kept up till 1924 or so. Then owing to the .slump tliai- 
has overtaken all branches of trade and owing to the heavy depreciation 
in properties that has followed as a consequence, banks ire now finding,, 
it increasingly difficult to keep up the old scale of profits and even if they; 
make the profits on the old scale, they have to make very large allocacions- 
to depreciation, especially against the fall in t)jo prices of Governmenj 
securities (practically half or 75 per cent, of the profits have had to be 
allocated to depreciation within the last three or four years) and owing 
to these circumstances, hanks have been unable to maintain theii scale 
of dividends and this goes to create an amount of nervousness among the 
depositors. In the third place, the Indian depositor has a knack of believ¬ 
ing almost anything said about an Indian bank. That is a very prculiar 
trait and a very disheartening trait. I shall refer to an incident which 
happened about a year or two ago when a big Indian firm failed in Calcutta - 
and quite a good number of foreign banks lost money on that firm. Au’ 
Indian bank also had some money involved in the firm, though I under¬ 
stand it was secured. The foreign banks were left unmolested, but the 
Indian bank experienced a terrific run as a result of that rumour. I only 
mention this to prove that the Indian depositor somehow at the nieie 
whisper of a rumour or even a very vague or mischievous report begins 
to have a raid on his account in the bank and this necessitates bunks 
keeping a very large liquid position which in its turn prevents them from 
making large profits, so that owing to the peculiar mentality of the Indian- 
public we find that banks are not able to make much headway and because 
they do not make much headway depositors are not getting full confidence 
in the banks. It is a vicious circle. In the fourth place, deliberate- 
attempts have been made to wreck the credit of banks. Nothing 1:a8 so 
far been done by Government—and I think Government ought to have 
taken action in the matter—to see that frivolous and malicious attacks- 
lire not made against banks. For all these reasons, Indian banks have not 
been getting that amount of support from the public which I think they 
are entitled to. 

8756. Is this shyness and nervousness of the Indian depositor confined:- 
only to deposits with Indian joint stock banks?—Yes. 

8757. What you said indicated that certain peculiar features in the last 
three or four years have affected Indian joint stocks mere than they have 
affected, say, the Imperial Bank or the foreign exchange banks?—^Yes. 

8758. So that it would follow that the shyness or nervousness is dis¬ 
played more in the case of Indian joint stock banks than in the case of 
other banks?—Quite so. 

8759. Could you tell us why that arises in spite of this devotion to the- 
gospel of Swadeshi to which you refer?—They have not understood that 
the gospel of Swadeshi also includes Swadeshi banking. The slogan 
‘support Indian industries’ has not caught their imagination to the extent 
it might have. Certainly Indian banks have been showing fairly increased 
deposits, but not to the extent they could have. 

8760. That is, if the slogan had caught them, perhaps there would havft- 
been withdrawal of deposits from the foreign exchange banks and their 
transfer to Indian joint stock banks?—Or there might have been less money 
invested in postal cash certificates or more money got out of hoards. The* 
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possiKlities of deposits are great in India provided the psychology of the 
depositor is properly appealed to. 

8761. You also referred to the frivolous and malieious attacks upon some 
of the Indian joint stock banks and I think you observed that Government 
have so far taken no action to prevent such attacks. What action in your 
opinion should Government have taken?—I saw a few days ago a press 
report in which Mr. Dastur, the Chief Presidency Magistrate of Bombay 
mentioned that before any ease is filed about a bank, the matter musi; be 
referred either to the Eegistrar of Companies or to the Advocate General 
or some such authority and permission obtained before a complaint is lodged. 
What now happens is that any man can go to the Chief Presidency Magis¬ 
trate and say that the balance sheet of such and such a bank is not drawn 
in canformity with the law and the magistrate issiies a notice immediately 
OB the bank concerned and we have a press which immediately reports it 
to the various centres. Kven though the thing may end in nothing, even 
though it may prove, as was proved in this case and a number of ttases, 
that the case was frivolous and had no substratum of truth, much mischief 
is in the meantime done to the bank. After kll, a bank is a very sensitive 
institution. First the Tata Industrial Bank was attacked like this, then 
the Central Bank, and then the Union Bank—three banks have beem in¬ 
volved in a campaign of this kind—and it is more than 0 or 10 years since 
this has happened. 

8762. Are you fully conversant with the existing provision of the law 
on the subject?—Fairly. 

8763. We understand from a gentleman who apparently knows a lot 
about this particular matter that as the law now stands, nothing prevents, 
for example, the Chief Presidency Magistrate from having an enquirv 
Instituted, either in camera or otherwise, preliminary to taking the matter 
up in open court?—So that it depends entirely upon the pleasure and wiiim 
'Of the magistrate concerned. He may do it or he may not do it. I think 
the Chief Justice of the Bombay High Court also has in the course of a 
judgment in a case of this kind clearly stated that the permission of the 
Advocate General must be taken before any case is filed. 

8764. We have seen all that and we have had some discussions on the 
subject, that is why I asked you whether you are fully conversant with 
thii laws on the subject?—In this connection I prepared a Bill for introduc¬ 
tion in the Legislative Assembly long ago, but in the .Assembly politics 
engage much more interest than questions connected with econonu’es or 
finance. So I could not persuade anybody to take it up. 

8763. Sir Hugh Coche : I understand There is an Act in Great Britain 
in which there is a definite provision that certain people must not go to 
court without previous permission?—^Tt is in Scotland, if T remember aright. 

8766. I am not sure about the details?—1 know it is a fact. 

8767. Mr. Shanmvhham Chethr. You spoke of the depreciation in Gov¬ 
ernment securities and the consequent necessity on the part of joint stock 
banks to set aside a good portion of their profits to this depreciation?—-Yes. 

8768. Bo you think that Indian joint stock banks in particular held 
more Government securities than is good for them from the banking point 
•of view?—No, because the only liquid security possible for an Indian hank 
is Government securities. Let us take the case of the Imperial Rank for 
-examnle. If thev are short of cash, they can increases the bank r.-ite to 
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•’6 per cent, and go to Govemnaent for emergency currency. Let w again 
take the exchange banks. Their real fi<iuid security is tbek hUkk ^)^an* 
ever there is demand for money, tl»y go and simply discount bills on the 
London market. But so far as Indian banks are concerned, the only way 
of keeping a liquid position and protecting themselves against any run is 
to ke<ep a big portfolio of Government securities and also a cash credit 
•rrangeoaeat with a bank like the Imperial Bank, so that in case of a 5 tadden 
necessity for money, they can draw that money. 

8769. What stands in the way of Indian, joint stock banks having mnce 
of their assets in the liquid form of bills than in Government securities'.’— 
I take it that you mean inland trade bills. If I remember aright, the 
Gentral Bank has got about 1 crore and 50 lakhs in inland trade bills, the 
Bank of India has got shout 40 lakhs and the Bank of Baroda abont 20 
lakhs in inlaaid trade bills. They do have scsme portion of their money in 
inland trade bills, but owing to tradition, enston;! and a sense of prestige, 
there is no practice of re-diaoounting bills. It is a common thing in 
America to take your bills and get them re-discounted as soca as there is 
a demand for money, the same as you borrow against Government securi¬ 
ties, the two operations are the same. But somehow in India, as it is 
perhaps in London, they do not discount bills. In London the Big Five 
will not re-discount their bills, they will sell them in Ihe maiket. In the 
same way, they have neither the system of selling bills nor a system of 
■re-discounting, so that inland bills do not form enough of liquid secuntv. 

8770. If an Indian joint stock bank wants funds, we have been told that 
there is a tendency on their part to take to the Imperial Bank their Gov¬ 
ernment securities. Wliat do you think stands in the way of joint stock 
banks, under these circumstances, taking their bills first to the Imperial 
Bank for re-discount rather than ask an .advance on Government securities? 
—You must never forget that the Imperial Bank itself is a competing 
bank; it is itself a commercial bank. No bank would like to give away 
the secrets of its bill portfolio to a rival bank. Unless there is a real 
Central Bank which does not do the same class of business which these 
banks are doing and to which they can go without loss of prestige or w.’th- 
cut fear of betraying their secrets, you cannot expect Indian banks to 
re-disoount their bills from the Imperial Bank. 

8771. So, even if the Imperial Bank, under existing circumstances, being 
itself a competing commercial bank, were prepared to offer greater facili¬ 
ties to the Indian joint stock banks for re-discount, you think that so long 
as the Imperial Bank continues to be a competing commercial bank, the 
Indian joint stock banks cannot be persuaded to take their bills?—^No. As 
a matter of fact, the market also has a way of thinking that the moment 
a bank takes its bills for ro-discount it is on its last legs, so that no bank 
would, unless it is very desperate, have recourse to re-discount of its bills 
with the Imperial Bank. 

8772. Mr. Shanmykham Chetty: 33ut that idea in the market -would 
not be persistent, if there w^as a Beserve Bank?—Quite so. The conse¬ 
quence of the establishment of a Beserve Bank would be that tremendous 
facilities would be created for rediscounting facilities at favourable terms. 

8773. Even under the existing circumstances, if the Imperial Bank made 
an attractive difference between the rediscount rate and the advance rate, do 
you not think that will be a factor to induce the joint stock banks to have 
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their bills rediscounted ^^ith the Imperial Banh?—^My answer is no. 35ven 
if the discounting rate is less than the advance rate on Government securi¬ 
ties, the Indian joint stock banks will not take it to be a sufficient incen¬ 
tive so long as the competing factor of the Imperial Bank stands. 

8774. So you are convinced that even now, under the existing circums¬ 
tances, the Indian joint stocks banks hold a considerable part of their assets 
in inland trade bills and with the establishment of the Eeserve Bank the 
joint stock banks would be able to command greater facilities in the matter 
of re-discounting their bills?—That is so. 

877.5. Chairman: Therefore from that point of view the establishment 
of the Reserve Bank is a matter of vital importance?—^^^bsolutely. 

8776. You are aware of what happened in America, that even after 
the establishment of the Federal Eeserve Bank, there was some shyness on 
the part of the banks to oSer their bills for re-discount at the Federal 
Reserve Bank?—I would not say that. Ee-discounting of bills in America 
is quite common. 

8777. It was the War which broke down the pfejudice?—Any new 

practice will take time to get popular. 

8778. This is the evidence of Mr. Benjamin Strong, who apparently 
was in the best position to speak in the matter, before the Hilton Young 
Commission. He says, “The prejudice on the part of the banks has been 
rather deep rooted. Many member banks have a certain reluctance to 
show in their public statements that they have borrowed money; but the 
need for borrowing from the Reserve Bank became so widespread as som 
as we had the War to finance, that a conyiderable amount of that prejudice 
was overcome”.—Mr. Benjamin Strong’s point is that the banks m that 
country would not publish the item in their balance sheet, but in India the 
banks do not fight shy of publishing the amounts “due to agents’' in their 
balance sheets. 

8779. Mr. Khaitan: I would like to draw your attention to the evidence 
given by a prominent Indian banker before this Committee. He 
was of the opinion that the sole reason why the Indian joint 
stock banks did not go to the Imperial Bank for rediscount of 
hundis was that the Imperial Bank would charge the same re¬ 
discount rate to the Indian joint stock banks as it does when 
discounting hundis for parties in the market whether they be shroffs or 
merchants, and that if the Imperial Bank gave a cheaper rate to the Indian 
joint stock banks, then it would be supposed in the market that it was 
a special facility given to the joint stock banks and the question of prestige 
would not arise after that and the joint stock banks would be prepared to 
rediscount hundis with the Imperial Bank. What is your view on that?— 
I certainly admit that a banker is more competent to speak on a question 
like this, because I have never been inside a bank, but I still hold my view, 
that the Imperial Bank, so long as it is a competing institution, cannot 
function properly in regard to this matter. Take the case of the Bank of 
France, which is both Central Bank and a Commercial Bank. The other 
joint stock banks in Paris do not rediscount their bills with the Bank of 
Prance only because it is a competing institution. That instinct is bound 
to be universal, and so long as the Imperial Bank is a competing bank 
you would not find the rediscounting business to be in an unfettered state-i 
But as a matter of fact if the joint stock banks would be able to get cash 
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credit facilities from the Impeml Bank'at ch'eaper rates, then that would 
materially help the' former than a cheaper rate of rediscounting facilities 
for bills. 

8780. That no doubt seems to be a good suggestion, but that would 
not substitute Government promissory notes by inland bills of which you 
have been talking?—I am inclined to think that you would not get' many, 
bills for rediscount even if the Imperial Bank were willing to rediscount 
the bills bearing the signature of any of the approved Indian joint stock 
banks, as there is the fear of business secrets being revealed. 

8781. What are the secrets that you are thinking of? Do you not think 
that the people who do business in the market are well known and thAfi 
the Imperial Bank will not find it difficult to find out facts ?—I think'the 
Indian business man loves to do his business in a confidential way. 

8782. Let us talk of Calcutta which is a place equally well knowm to 
yon as to me. You know there are hundi brokers (here who calTon aU 
banks for the discounting of their Uundis as they call on shroffs) and if 
the Imperial Bank allowed these brokers to call on them, then do you 
not think that they will be able to know the “bu.sines8 secrets” that you 
refer to?—Not all business goes throv^h the hundi brokers. Certain names 
are recognised as guarantors of the banks. 

8783. The Imperial Bank would only deal direct with certain guarantors 
and tlrey would not increase their field of activities?—I do not think that' 
all the business is done through the hundi brokers. 

8784. That is only done in the case of regular customers. Is that not 
so?—That is in our opinion by far the bigger portion of the bill business. 

878,5. Do you think that, if other difficulties were got over, in the present 
circumstances of India, a portfolio of bills could be considered to be as 
reliable a way of getting the facilities at times of stress as Government 
securities would? So far as the Government promissory notes are con¬ 
cerned, the Imperial Bank would advance money, subject to the margin 
that it would like to keep, against the security of Government promissory 
notes?—Not always. I know of an instance in Lahore where the Imperial 
Bank refused to grant cash credit even against the security of Govern¬ 
ment paper. 

8786. Generally speaking the Imperial Bank is prepared to advance 
money against Government paper subject to the margin and market valua¬ 
tion?—Yes. 

8787. Do you think in the case of internal bills of exchange, the Imperial 
Bank would be prepared to act as freely as in the case of Government prd- 
missory notes, without looking into the position of the parties drawiilg and 
accepting the internal bills of exchange, especially in view of the fact that 
we are now considering.the question as to whether internal bills of exchange 
could be treated by an Indian joint stock bank as fluid assets in the place 
of Government promissory notes, and therefore the' joint stock bank should 
go to the Imperial Bank when it is in need of funds? Perhaps on such 
an occasion the Imperial Batik would still look into the position of the 
drawing and accepting parties of the bill. In these circumstances what 
is your opinion as to whether in the present circumstances of Indite, thh 
internal bills of exchange could'form as good a source of fluid assets as 
Govfemmenk'papor?—As a matter of fact, from my discussions with some 
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of the officials of the Imperial Bank, I have to state that they are now 
scrutinising their bills with a view to make sure that they are not accom- 
modation_ bills but genuine trade bills arising out of bond fide transac¬ 
tions. When an Indian joint stock bank, especially when it is in trouble, 
takes its bills for rediscount to the Imperial Bank, they would not cuily 
look at the soundness of the bank but also of the signatures and the 
genuineness of the bill, whether it is a trade bill or a finance bill. 

8788. Mr. Lanisnd : The Indian joint stock banks often require accom¬ 
modation of a temporary nature?—Yes. 

8789. Kediscounting of bills would not suit them in that way, whereas 
in the case of Government securities they can get loans for a week or ten- 
days?—After all when a bank keeps a portfolio of bills, they keep it on from 
day to day. 

8790. You could not have the same rediscount rate for all classes of 
bills?—If I understand it aright, the rate is dependent upon the number 
of days for which the bill has got to run. 

8791. That is true. It uas been suggcs^tcd that the rediscount rate 
should be reduced. Do you think it would be right to have the rediscount 
rate lower than the advance rates on Government securities. What is 
your view?—I am not at all m sympathy with the proposal, but I will 
answer your point in this way. The Imperial Bank lends money on 
security other than Government securities below the bank rate while it 
insists upon the bank rate on Government securities. As a matter of fact 
I know of instances in the case of Impepal Bank whore they refused to 
advance loans on Government paper for anything less than the bank rate, 
while they have advanced big sums on other securities below the bank- 
rate. 

8792. Any rate fixed below the bank rate would be for periods during 
the slack season of the year. It all depends on the terms of the .advance 
as to what the rate is?—That is so. My point is that the Imperial Bank 
has not treated the Government paper as the last word in security, ns they 
ought to. 

8793. Chairman: It is well Imown that these Indian joint stock banks 
keep a large sum of money in the shape of Government securities. You 
must have studied their balance sheets much better than 1 have done. Do 
you think that the money they so hold is the minimum consistent with 
the requirements of safety or do you think it should be possible for them to 
reduce their investments in Government securities and make more money 
available, say by investing in industrial concerns?—Owing to the ])oor 
state of the trade, industry and commerce in India during the last 8 years, 
a tendency is noticeable in the case of all the banka to have a bulging 
portfolio of Government securities. Take the case of the Imperial Bank 
again. In 1922-23 the Imperial Bank had about Bs. 11 crores in Govern¬ 
ment securities and only in August last their figure went up to Bs. 32J 
crores. This is, however, due to there not being enough sound investments 
available. This same situation has obtained in the case of other Indian 
joint stock banks but in their case they have to keep much more liquid 
resources than the Imperial Bank or anv other bank. So I do not think 
that their investihents can be said to he extremely high. 

8794. My remarks do not apply to the Imperial Bank because it is 
more or less precluded from investing money in certain directions but thos& 
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limitations do not apply in the ease of Indian joint stock banks and my ques-. 
tion was therefore directed more to the Indian joint stock banks. Owing to 
the depression which has taken place during the last 4 or 6 years it has 
become necessary for the Indian joint stock banks to be more cautious and 
they therefore keep their balances largely in liquid form instead of invest¬ 
ing more in industrial concerns. Is that not your point?—That is so. 

8795. You refer to the charts on the backwardness of Indian banking 
published in your Banking Enquiry Numbor. They show the positiou in 
India regarding deposits, number of banking offices, banking capital and 
reserve and banking deposits as insignificantly small in comparison with 
those in other countries of the world. You yourself refer in your inemc- 
randiiin to the existence in India of the so-called indigenous bankers and 
shroffs, who take deposits from the public, enjoy good credit lines with 
the banks and have themselves a fairly large capital of their own and 
ha^e played an important part from time immemorial in the finanein? 
of internal trade in all its stages and in the affording of accommodation 
on mortgages or otherwise to those not engaged in trade. In view of the 
existence of these peculiarly indigenous institutions and in the absence 
of any reliable figures of their number, their capital and reserves and 
their deposits, would you be just’fied in taking these charts which you 
have referred to at their face value without any qualification?—The charts 
certainly require modification to that extent and it is a point which we 
overlooked when we prepared the Bankmg Enquiry Number. 

8796. In any scheme for bringing India into line with other countries 
of the world in the matter of banking, would you attach more importance 
to the promotion and development of banks on the western lines which 
are the institutions that have been taken into account for the purposes 
of tl.ie charts you have referred to than to the development of the peculiarly 
indigenous institutions, viz., indigenous bankers and shroffs ?—It is 
certainly our opinion that banking reconstruction of the future should take 
into account the position that indigenous bankers occupy in the existing 
banking system of the country, but so far as any practical steps should be 
undertaken as a result of the enquiry, it would be better to have an 
institution on tvestem lines rather than indigenous banks of which we 
are not able to get any decisive information. 

8797. You prefer the development should be more on the type of the 
banks of the western type, although it is your view that every attempt 
should be made to keep alive the indigenous banker and link him with the 
future indigenous banking system?—Yes. 

8798. Mr. Khaitav.: You said that in any banking construction or re¬ 
construction or whatever you may call it, note must be taken of the 
existence of the indigenous banker and that he should be integrated into 

the banking system.—I said that so far as the indigenous banker 

is concerned, we are up against difficulties and that we do not w^ant that 
the reconstruction of the banking system, which we have in view, should 
in any v/ay be delayed by time to solve these difficulties. We want progress 
to continue; we do not want it to receive any set-back. 

8799. Do you not think that the two can go together, namely the im¬ 
provement in the condition and status of the indigenous banker and the 
reconstruction of the system which you propose?—They should go side 
by side. I personally think that when the indigenous bankers develop 
on proper lines and get the strength that we are contemplating they should 
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feceh'e, the difficulties would not be great; it would be mainly a question 
of removing such handicaps as there may be on their activities. 

8800. What are those handicaps ?—The obscurity that attaches to 
their pusition. at present, and the lack of any very clear definition of the 
term indigenous banker . As it is, the term can mean the rural money 
lender, the shroff or anything. 

8801. You also said that you would look forward- more to the deve¬ 
lopment of banks on western lines?—I do not remember whether that 
is exactly what 1 said. If, however, T said that, I must offer a correctioin. 
What I said was that emphasis should be more on the types of banks 
rather than on the number of banking institutions. 

8802. Chairman : You must have realised what has happened to the 
indigenous bankers in the Punjab. I believe you have read the report of 
the Punjab Provincial Banking Enquiry Committee?—I had only a 
cursory glance at the Punjab Committee's report. I think that Com¬ 
mittee realised the importance of this class of bankers, but also realised 
that his passing away seemed to be inevitable. 

8803. Dr. Hydcr was referring to the facts brought out in the Punjab 
Picport, namely that the indigenous banker is dying out owing tf the 
comjretition of the joint stock banks on the one hand and of the co-opera¬ 
tive banks on the other; and they say that there f.re a number of districts 
without any indigenous bankers at all. 

Dr. Ryder-. The words are: “His house has collapsed and it requires 
to be built anew"’.—I vloubt whether it will be built at all. Conditions in 
the Punjab arc; so peculiar; branch banking in the province as a whole is 
on a far more extensive scale than in any other province. 

8804. Chairman : I realise fully that it is partly due to the extension of 
brariuli banking ui the Punjab and that has resulted in this particular 
situation. Would you prefer a development of joint stock banks, branch 
banks and co-operative banks, the indigenous banker being fitted in afld 
allowed to live so long as there is a necessity for him or till other develop- 
monrs have taken place, or would you prefer that special steps should be 
taken to revive the indigenous banker to the detriment of the grov/th of 
joint stock banking and co-operative banking?—I would prefer the first 
course. 

8805. The Punjab Banking Committee in their report say that the 
indigenous banker is disapiiearing owing to the competition of first-class 
joint stock banks and firunch banks. According to them, perhaps- in 18 
out of the 30 districts, there is at the present moment not a single indigen¬ 
ous banker left. That is the result of their investigations?—With regard 
to tlie Punjab, it is not only the increase in the number of branches of 
banks and co-operative banks which is responsible for the elimination of 
the indigenous banker. It is also because, in the Punjab to-day there is 
more money than in any other province; owing to the vast colonisation 
schemes and irrigation projects -the province has become enormously rich; 
the amount of loans required by the people in the Punjab is much less 
than that needed elsewhere; the economic condition of the Punjab is 
much better to-day than that of any other province. 

8806. The* Punjab Committee have not brought out that aspect of-the' 
question. Iri^ regard to the indigenous bauker, according to their-findingSi 
the factors which have operated for the collapse of what they call the 
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houhc of the Indigenous bauik^ are other factors; they do not mention 
anything about the increase in capital and the reduction of demand fot*- 
loans?—I had a discussion with Mr. Darling some time ago on this very’ 
question and I had discussion with him about the economic situation in* 
the Punjab. I was told that there was a strong middle class in the 
Provincs' and that there were neither people who could be regarded as 
millionaires nor people who were paupers. I personally think that lending- 
business as such must have shown considerable shrinkage owing to this' 
last factor. 

8807. There are two aspects of the question. 'There should be develop¬ 
ment of joint stock banks, branch banks and other co-operative banks, 
the indigenous banker being integrated into th,i whole system. If tt»o 
indigenous banker forms himself into a joint stock bank, it is not neces¬ 
sary to consider that aspect of the question. That is one alternative. 
The other alternative is to take special steps to revive the indigenous 
banker and to free him from the competition of the Indian joint stock 
banks, branch banks and co-operative banks. That is, in one case pre¬ 
ference would be for the joint stock banks, branch banks and the co-" 
operative banks, the indigenous banker being given such concessions as 
will enttble him to live and form part of the whole banking organisation. 
The second system is this; the indigenous banker is definitely given oou- 
cessions sc that he may find a place in the banking organisation in com¬ 
petition against the joint stock banks, branch banks or other co-operative 
banks. He may thereby retard the growth of the latter institutions. 
What would you prefer?—The'^firsl alternative. 

8808. Sir Purahoiamdas Thal<UTdaii: Your main anxiety is that there 
should be no delay in the re-organisation of the banking system owing 
to any experiment being tried regarding the indigenous banker and his 
coiTect place being retained for him. Your anxiety is that nothing should 
be held up to let this class have a channe?—Certainly I want every 
encouragement to be given to him; but I do not want that a solution of 
the problems connected with his position should delay progress. 

8809. Is not the indigenous banker or the village money-lender the 
financier of the masses of people?—Certainly. 

8810. Does he not finance the internal trade and requirements of the 
masses more than all other banks?—I agree. 

8811. Is it easy to replace him? Would fie not continue to be a great 
necessity for the masses of the people if his methods of work were puri¬ 
fied anci he was asked to conform to certain rules regarding audit, eti. ? 
My belief is that with his position strengthened, he can do his 'work with 
greater precision?—I find considerable difficulty in seeing what exactly 
would be the practical proposition to ensure that his contribution to the 
ecdnomic life of India is as pure and honest and scientific as that of *jhe 
joiht stock banks. 

881-2. If he could be compelled to keep regular accounts which will be 
audited by reasonable auditors, that objection could be met ’— 
Certainly. 

8813. What objection could there be to give this class an encourage¬ 
ment which will make them more useful members of the banking orgruii- 
sation?—Even apart from other questions, with the situation as it is, 
the indigenous banker deserves to be encouraged in the sense that his 
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transactions should be purified and his place in the economie system 
clarified. 

8814. Chairman: Then, it is not a question of merely allowing him to 
live; it is a question of giving him such encouragement as will enable him 
to retain the position he holds?—Yes. If I may summarise our views, 
we believe that the indigenous banker, being native to the soil and having 
spread his activities throughput the country and having conducted business 
on an economic scale, if be could be integrated in the banking system of 
the country, nothing would be better and we also believe that hverj effort 
should be made to integrate him. But looking at the problem, we are up 
against practical difficulties, the solution of which, we are afraid, might re¬ 
tard the real reconstruction of the organisation. 

8815. Mr. Devadhar: With regard to your opinion about the position 
'of tile indigenous banker you have expressed certain views in the last 
two paragraphs of your memorandum. If the problem is to assign to- 
the indigenous banker a definite place in the whole scheme of hanking 
reorganisation, you necessarily think that he must so change his practice 
and his methods should be so modified that he can fit into the whole 
scheme?—Quite right. 

8816. Our object in discussing problems with regard to banks is to. 
try and bring as much relief as possible to the poor agriculturists who 
form a great majority of the people w-ho need finance to-day. In the latter 
portion cf your penultimate paragraph you say, “The least that demo¬ 
cracy, where it is not socialistic, can do, is to treat co-operation as its 
pet”?—That is our opinion. 

8817. Are you referring here to modern developments?—It is not a 
question of modern developments. 

8818. In reply to Sir Purshotamdas Thakurdas you said that his 
method would be cheaper but my experience of the small unit of co- 
operativ-j machinery in the village shows that it has enabled the farmer 
to get money at 50 per cent, less than the rate at which the money 
lender gives him money?—When I said ‘econojpical’ it did not refer to 
the rate,;-, of interest but to the cost involved for his conducting the 
business. 

8819. But if the result in the sense of reduction of the cost of manage¬ 
ment to the money-lenders’ business does not show a proportionate reduc¬ 
tion in the cost at which he lends money, where is the economy in 
management? Am I to understand that whichever system of agricultural 
finance we advocate, either through the indigenous banker or an in¬ 
digenous banking institution or the modem co-operative institution, we 
should aim at advocating that which enables the poor agriculturist to get 
money cheaper?—I may go further and say, that even with the continu¬ 
ance of the indigenous banker, the necessity for the provision of the fullest 
and freest facility for agriculturists, through a properly co-ordinated 
agricultural banking system is very urgent and very imperative. 

8820. As you have gone through many of the Provincial Committee’s 
reports it would not take you time to discover that the rates at which 
money is available in the market to-day for the agriculturists are very 
much brought down by co-operative institution?—^Yes, but it has not 
touched the whole field. 
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8821. In a province like the Punjab it has been done to the extent of 
1/lOth; in some other province to the extent of l/8th. It is a matter 
■of time. Granting that such kind of assistance is given by the co-operative 
iuatitutif'ns more or less gradually in the direction of bringing down the 
rate directly by compelling the indigenous banker to reduce the rate of 
interest, then the choice will lie between the co-operative institution and 
th(f indigenous banker so far as his methods of work continue on the 
present lines. If he would change his methods and meet the requirements 
of ibe situation, I would b» as much his friend as you are?—I would tiven 
then \vish the co-operative movement' to go ahead full-steam. I do not 
consider that there is any antithesis between the indigenous shroff and 
the co-operative movement. The co-operative movement caters to a class 
and in a manner and under conditions of social uplift and things like 
that which are so peculiar and so important that I wash the movement 
to go ahead full-steam; let us do whatever we can to the indigenous 
shroff, but let us not neglect how much we owe to the poor agriculturist 
to go ahead with the co-operative movement. 

8822. Chairman : Mr. Devadhar’s point seems to be practically the 
one on which I was asking you question; that is, if in the process of 
giving concessions to the indigenous banker we find that we are putting 
him in such a position where be will be able to compete successfully 
against the co-operative movement or other institutions to which I refer, 
in your opinion would it be desirable or prudent to do so?—I said if tho 
antithesis is to be in the way in which you put it, I vote for the alterna¬ 
tive one. 

8823. Mr. Mann Subedar: You are aware there are 700,000 villages 
in India and there are only much less than 700 branches of joint stock 
banks and the aspect which is to be considered by some of us is the 
question of cost. .Banks on western lines, assuming that they are more 
desirable because of the regular system of account, audit and so on, are 
costly. I have ascertained that the branch of a joint stock bank costs 
from about Es. 3,000 a month to Es. 4,000 a month. Have you given 
some attention to this aspect of it?—When you refer to 700 branches you 
mean only Indian joint stock banks and not coroperative banks? In a 
discussion of this kind when you talk of villages and towns, I think it is 
only proper we should include co-operative banks. 

8824. Even if you include the co-operative banks there is a great qap 
to be filled up compared with the population and requirements?—That is 
a statement w'e had to modify in the light of the existence of indigenous 
shroffs. 

8825. I put it to you whether the limitation in the expansion of bank¬ 
ing on western lines is not a definite limitation put by the cost of running 
a branch? 

Chairman : We do not yet know how far it will increase the cost of 
the staff?—And therefore the cost of the service. 

8820. Mr. Manu Subedar: At the present moment the two things are 
incomparable because the indigenous banker does business with a small 
staff and his methods are quite different; but even with the lower cost 
cf his staff what Mr. Devadhar brought out was that the service he does 
to the 300 millions of the people is very costly and therefore this Com¬ 
mittee wall have to consider the two aspects—firstly in this attempt to 
purge the indigenous system of the difficulties which now exist, the coet 
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of his staff will have to be increased, if he has got to prepare proper- 
aoeouhfs and submit them for audit; but the second and the more im¬ 
portant aspect is whether it will have the effect of reducing the charge- 
which lie makes to the agriculturist of the present day. Therefore the 
two things as they stand at the present moment are not susceptible of 
comparison. The point therefore on which I would like to have your views 
is whether there is any definite limitation put by cost; at least the cost 
question would have to be considered ?—By the need of trained staff. 
There are limitations of that kind. 

8827. Other people in their evidence before us have said that it is not 

possible to expand banking in a manner which would merely supplant one 
form of banking by another instead of really adding to the volume cf 
credit requirements in this country. Would you say that the central' 
problem was to bring down the rate of interest prevalent in the districts 
so that the greatest benefit which a borrower can derive is not the method 
and manner but the charge?—The charge and also the method and 
mauner. ' 

8828. These men have to pay 20 and 24 per cent, and something should 
be done by which they would have to pay only 9 or 12 per cent?—Do you 
not think it would be better in discussing this', if we divided the needs of 
the agriculturists into two classes, the long-term, and the short-term re¬ 
quirements. 

8829. If you admit that the central problem is the reduction of the 
rate of interest, the questioni5.is how to bring this about?—The central 
prcblem is firstly to remove the ever-recurring and ever-deepening indebted¬ 
ness of the agriculturists. The existing circumstances are such that where 
he gets into debt he is ever in debt. The central problem is how to 
remove it. Now, owing to the manner and method and rate of interest, 
conditions of repayment and kind of security in respect of loans, all these 
factors combined, the rj/ot is getting only deeper and deeper into debt and 
bis breaking point is almost reached. 

8830. Dr. IJydcr- With whom is he getting into debt?—Wherever he 
can get money he takes it. The conditions of these loans are such that 
he could never repay. He has even found it difficult to pay the ir,teres? 
and is getting deeper and deeper into the mire. 

8831. Mr. Manu Subedar: The conditions of repayment would be better 
If the lates at which he borrowed were replaced by a cheaper rate?—Yes. 

8832. If therefore the rate of interest were brought down ^all-round in- 
the country, that would be prima fade a great boon?—Quite. 

8833. The difficulty we are told with regard to the ordinary joint stock 
bank is that when a branch is put in a small centre, the type of man that 
W8 put at the top gets Rs. 150 salary and he is perhaps imported from 
the town. He is not the man of the locality. He is not the type that 
can be brought to assess the credit of the local people properly. He would. 
be undoubtedly conservative. He would perhaps be stand-offish. He 
thinks himself superior to the local people. These are some of the diffi¬ 
culties M’ith regard to the co-operative bank; since you include that, tlie 
difficulty is that it is not wise to allow men in charge of co-operative 
banks to deal in ordinary banking process as they are not fit for it. This 
was the opinion of the Managing Governor of the Imperial Bank. Now 
I put it to you whether the indigenous banker or money-lender does aot 



from this point of view assefls the credit of the man properly, give huifc 
the maximum amount that js capable of being given on euch security; as 
he has got—and the securities are all very'flimsy. The . ordinary honks 
are either precluded by their rules or by their processes from accepting them 
and in the remote centres an extension must mean that he must go down, 
frun the centre of the population. The moment you established there a 
little Vjranch, the little manager cannot adequately replace the local man. 
That is a suggestion made to us. If, therefore, it is possible to bring down* 
the. rate of interest prevalent in the locality so that the local man cannot 
charge more by competition, then he would be conferring a great boon- 
*nd ithis could be done by utilising the services of the existing man who 
is a tried and old banker, who knows the locality, who understands the 
people thoroughly, he can take advantage of that and he will charge a more 
reasonable rate. Then would you say that the e^xtension of western type 
of bimking may not be the principal solution of the difficulty?—As I said, 
T divide the needs of the agriculturist into two kinds, the long-term and 
the shorr-term. Your indigenous banker can never satisfy the long-term 
requirements of the agriculturist and looking into the question in broad 
terms, I would say that a land mortgage bank furnishing long-term loans- 
to such agriculturists as have, so to say, tangible security, is the first 
essential for the agriculturist. Secondly, a kind of central agrioulriiral 
bank strengthening the co-operative bank down to the bottom and giving 
facilities In regard to the seasonal requirements and thirdly the indigenous 
shroff who can lend money to those persons whom these two institutions 
cannot help. That is, roughly in my mind what would be the ultimate 
requirements of the masses of the people. 

8834. From the statement of indebtedness in various provinces which 
we have received it would appear that over on(; thousand crores is the 
debt, largely long-term debt. As against these the co-operativfe societies’ 
total funds are 60 crores. Therefore when you said that the indigenous 
banker cannot deal with the long-term loans, I put it to you that he- 
has already found the bulk of this one thousand crores?—^How much of' 
it is principal and how much interest. 

;8835. He has found some substantial means?—'Will be realise thot: 
money ? 

8836. I fully realise the difficulties of the problem but before you can; 
have a banking organisation either on western lines or co-operative lines, 
which would put forward a thousand crores, we shall have a very long 
distance to go?—What would be tlie difficulty of creating money? When 
you come to think of it, if there is a land mortgage bank which issues 
debentures against mortgages accepted by the various branches and if 
there are suitable provisions that could be included in the law relating to 
our currency reserves, the needed money could he found, there would be 
no difficulty. 

Mr. Kliaiian-. Where is the money to come from? 

8837. Mr. Manu Subedar: I admit that it is possible perhaps from 
certain sources to raise money which you mention and I might mention 
to you that many difficulties have been shown to us. It would be possible 
perhaps to devise methods for it but the replacement of existing debts to 
the cxl.enl of 1,000 crores and the transfer of these debts to institotionr 
on western lines would be a very long process?—^Yes. It will be a gradual 
process. 
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'8838. It would be a prolonged process. Supposing a man borrows from 
■nn indigenous banker who charges him 26 per cent. If it was possible 
to persuade him to charge 10 per cent., it would be a much quicker pro¬ 
cess. The indigenous banker would want some quid pro quo before he 
would consider this; but if such quid pro quo could be found and i.e would 
be willing to accept it even if the rate of interest was brought down, 
it would be better to keep the same borrowers and the same lenders 
•subject t( certain mutual arrangements on both sides, than to replace them 
with banks on western lines?—It would seem to be a shorter cut. 

8839. Mr. Devadhar -. \^■ouId I be correct in saying that that colossal 
amount of indebtedness as represented by those figures is more or less the 
result of tho methods of the indigenous banker to which the farmer has 
been subject in the past?—I should find it very difficult to answer this 
question because I am not acquainted witli village conditions in that 
sense. 

8840. These debts go on mounting up; very probably the principal is 
not paid and interest is added and compound interest. You know the 
•current rates of money-lenders range in certain provinces between 18 per 
cent, to 24 per cent. If we take the figures of Bihar and Orissa we find 
that'by'CO-operative principle by bringing down the rate by 50 per cent., 
there is something like a saving of 13 crores. Supposing that calculation 
is correct, would it not be possible even by this method of financing the 
poor agriculturist to wipe out this indebtedness in the course of the next 
few years? That would certainly be one of the best means of bringing 
down the indebtedness of the agriculturist. If we only teach him the 
'lessen of thrift and provide the necessary machinery which would be 
popular t^ him, ho would invest all the money which he saves in this 
co-operative method of dealing and reduce the old indebtedness to the 
old sowenr? I said this transfer of indebtedness from the short-term 
.'Creditor to the land mortgage creditor will be a process of time. 

8841. Will the funds be obtained in the shape of shares?—The sale of 
.shares and debentures could not bo done in a day. It will take 10, 15 or 
20 years but I do expect that in the course of some years with an efficient 
banking system and that system working sympathetically, it should be 
'posaihlc to remove this dead weight. 

8842. I think you will easily recognise that during the last 20 years 
of co-operative service, the co-operative movement has brought wThin 
its field something like 60 crores of rupees from the position of a, single 
rupee from the bank to its credit. It has been able to do lliat dutiug 
20 years. Do you not expect that m the course of 20 years the movement 
itself will be popular and its claims now being recognised, people will 
derive far greater benefit than bankers in the country or other people who 
have money to invest and therefore the length of the period need not stand 
in the way of the development of the system?—Quite so. 

8843. We hope that probably in the c-ourse of the next 20 years, the 
amount may run up to 600 crores. We would not be wrong if we were 
to ask you that the movement should be given such encouragement as is 
■necesE^ary under the circumstances. Is there any data for you to supposei 
that the co-operative banks have really brought down the amount of in¬ 
debtedness to the agriculturist?—I am not competent to answer the 
question. 
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8844. Sir Hugh Cocke : Arising out o£ the line of argument of Mr. Menu 
Subedar, you said that it might be possible in the course of time for the 
1,000 crores of indebtedness to be taken over from indigenous moneys 
lenders by land mortgage banks. Mr. Manu Subedar also suggested that it 
might be possible suddenly to tell the indigenous money-lender that his 
rate, which up to that time was ‘25 per cent, should be reduced 
to 10 per cent. I suppose it will be quite nonnal for • an 
original loan of Ks. 100 to become Es. 200 or Ks. 300 in course of years by 
interest accumulating at 25 per cent, and the borrower only perhaps being 
able to pay 10 per cent., do you think it would be possible for this Com¬ 
mittee to make any recommendation which would have the effect of com¬ 
pelling money-lenders suddenly to reduce their interest to a certain figure 
m view of the fact that he has given his original loan under certain condi¬ 
tions of flimsy security or no security at all?—Mr. Mc.nu Subedar wanted 
me to assume that it could be done. I do not suggest that it could be done. 
I doubt if it could be done. 

8845. I put it to you that it would be impossible to do it?—I should 

think so myself. , 

8846. d/r. Devadhar : In your opinion have not the co-operative institu¬ 
tions helping the agriculturists reduced their indebtedness with the growth 
of the co-operative movement. I find that you have divided the loans into 
two parts—short terra and long term, meaning by the former loans lent 
for meeting current needs and the latter for the liquidation of old debts. 
That being the case, do you not think that the co-operative institutions 
have as a matter of fact, reduced the rural indebtedness of these agricul¬ 
turists?—I have no statistics before me on that matter, and therefore I 
can only speak from my impression. I should think that these co-operative 
societies must have brought a corresponding reduction in the indebtedness 
of these agriculturists. 

8847. Do you not think that the co-operativt^ movement is helping the 
agriculturists in two ways, (1) by not asking the agriculturists to go to the 
indigenous banker and borrow at considerably higher rates of interest, and 
(2) the money thus saved is money got?—I agree. 

8848. Chairman: You have referred to the pursuits of its branch bank¬ 
ing activity with vigour by the Imperial Bank of India and some of the 
advantages derived from this activity. May I take it therefore that you 
look with appro-^al on the continuance of this activity on the part of the 
Imperial Bank, if with the creation of a Eeserve-. Bank the Imperial Bank 
is allowed to carry on its functions as a comm'ircial bank?—I will say I 
can give only my modified consent to this. There have certainly been 
complaints with regard to this and from my knowledge of those complaints 
I believe them to be justified and believe that tbe Imperial Bank has gone 
into a field where branch banking has already been developed by some other 
bank. In other words, T want some legislation as it exists in Japan where 
if there is a bank already in existence at a certain place, the permission of 
the Banking Board should be obtained to open a new branch of another 
bank there. They grant or reject the application after looking into the 
population of the place, the amouut of business that could be transacted 
there and other things. I think that the deliberations of this Committee 
would lead to the formation of some kind of Government body which 
would do the same sort of business as is done in Japan at present. 
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8649. JDo you I think that this work ean be transferred to the Beserve 
Bank when it comes into existence?—That is an idea which I myself 
wanted to put.forward. 

8850. Mr. Shanmukham Chetty: Do you agree that from the point of 
view of the borrowing public the branch activity of the imperial Bank has 
been productive of bringing down rates of interest?—If you lent me Es. 5- 
lakhs free and I lent out of it Es. 1 lakh to my friend at 1 per cent, 
interest, it is not a matter for gratitude. The Imperial Bank has got a 
large amount of interest-free balances from Government and naturally they 
will be able to bring down the interest rate which other joint stock banks 
are unable to do, because the latter have to raise their deposits paying: 
higher rates of interest than the Imperial is able to attract. 

8851. You said that there should be some sort of Government body 
which would control the opening of new branches of banks at centres where 
there are already branches of another bank or banks. Supposing in a parti¬ 
cular locality the Board decided not to have any more branch of a bank, 
then would you provide to ensure that the existing bank did not charge 
monopolistic rates of interest?—There should be a restriction placed on 
the maximum rates that hanks should charge. 

8852. If there is to be a control on the opening of new branches at 
centres where there are already branches of other banks, you will also res¬ 
trict the rates at which banks should advance money?—With regard to the 
rates charged by banks on advances, there has not been much room for 
complaint. If the Imperial Bank reduced the rate of interest at one 
centre, the question arises whether they have reduced the rate to an 
economic rate ?—I welcome the opening up of new branches by banks in¬ 
cluding the Imperial Bank but I should think that it should be undertaken 
with care. 

8853. You are contemplating of a locality where there is scope only for 
one bank. In that case would you empower the Board, that you are 
thinking of, to prohibit any other joint stock bank from opening a branch 
there. In such cases what control would you exercise over the existing 
bank?—When the Eeserve Bank is established, it udll have proper control 
over these banks and if they find that the rate charged by one particular 
bank is unduly high, then it will see that the local bank changes its methods. 
This should be done rather by convention and tradition than by law. 

8854. So your point is that the Eeserve Bank or the Board that you 
have in mind would keep the interest rates steady?—Yes. 

8855. Chairman: You seem to have been unnecessarily worried over the 
prospect of the Imperial Bank continuing to hold Government balances, 
which according to you might be an unfair advantage to the latter as against 
the other joint stock banks. Do you not think that if a Eeserve Bank is 
created, the bulk of Government balances would go to the Eeserve Bank?— 
I do not know what the proposals in the new Eesen^e Bank Bill will be, 
but I know that when the last Eeserve Bank Bill was introduced, there was 
a provision in the same which provided that the Imperial Bank was to 
be the sole agent of the Government of India at those centres where the 
Eeserve Bank had no branches and the Imperial Bank was to be given 
interest-free balances and also Es. 3 lakhs per branch free of interest. In 
the Joint Committee the last clause was removed, but still they were to 
continue certain facilities even after the formation of the Eeserve Bank. 



8856. The value of the ad^Jantages would be relatively sttlafll that' they 
wcrtlld not operate to the sathte extent as envisaged by you?—They will still 
eohtihue to hold relatively important advantages compared with other 
joint stock banks. 

S85l. Dr. Hydcr: Would it not be better not to tix tHe'mUximuni rate of 
interest that could be charged in any particular locality and then leave th^ 
field absolutely open for other banks to compete; would it not be better 
to' have no control over branch banking activities and thus give the'freest 
j)OfiBible freedom to banks to establish themselves anywhere they liked; thus 
allowing the rates of interest to keep to their absolute minimum as a result 
of active and deadly competition?—This conception of free trade in that 
lai^ sense is a very great conception, but in practical working some such 
restriction in regard to the number of branches to be opened seems to be 
necessary. 

8858. Sir Hugh Cocke: Do you think that any restriction with regard 
to branch banking is at all necessary because we have been told by several 
witnesses that there should be more and more healthy competition between 
banks?—But there should not be unequal competition. 

8859. Would you not be in favour of unlimited banking competition?— 
We would prefer progress to be more regulated and not free trade in regard 
do this. 

8860. Chairman: A concrete case was brought to our notice in which 
we were told that it was not the joint stock bank which was working at 
a centre that had to close its doors owing to competition by the Imperial 
"Bank, but the latter itself had to close its doors owing to the competition 
of the former. In this particular case the Imperial Bank brought down 
the rates of interest at that centre, but no sooner had it closed its branch 
at that particular centre, the other existing bank reverted to its original 
higher rates. 

Mr. Lamond: And the people of the locality are now clamouring for 
"the branch of the Imperial Bank to be reopened again. 

8861. Mr. Manu Subedar: From your memorandum I find that you laj' 
great emphasis on the need for organising banking on a scientific basis so 
Ihst you would not allow the frittering away of national resources?—Yes. 

8862. I put it to you, is it not in your mind that an ordinary joint 
stock bank has first to attract its deposits after paying fairly good rate of 
interest, which funds it has to utilise in -advancing loans to its customers, 
whereas the Imperial Bank is able to cut under its feet by its being able 
do command greater resources like interest-free balances of Government, 

as also due to the fact that it is able to command public deposits at 
cheaper rates owing to the confidence it enjoys with the public because of 
its connection with Government?—^That is so. Our idea is that the 
Imperial Bank should be made an industrial bank. 

8863. That is of course another proposition, though a novel but ideal 
one. Therefore your view is that in order to enable the Indian joint stock 
hanks' to thrive by their being able to raise their deposits and also make 
advances relatively cheaply, you would impose this regulation on banking 
■on the joint stock banks including the Imperial Bank?—Yes. 

8864. Therefore is it not your idea to restrict the activities especially of 
foreign banks in opOUing branches at interior centres?—My view is that 
-ncc’new'baiik should'be started at a centre whore there is alresidy a bank 
-doing business, without the permission of the Board. 
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8865. Chairman: The point of Mr. Manu Subedar seems to be this. 
When there are two joint stock banks or more operating at one centre, 
would you impose on your banking board or the Eeserve Bank the function 
of regulating the rate of interest on advances ?—If there is to be regulation 
in the rate of interest, it should be equally so in the case of all banks in¬ 
cluding foreign banks. 

' 8866. Mr. Manu Subedar: You admitted one of the impediments in the 
way of the growth of Indian joint stock banks is the Imperial Bank which 
has control over the interest-free balances of Government. I put it to you, 
the other impediment is the foreign banks who are able to attract deposits 
at lower rates of interest. Would you do something in their case to restrict 
their business?—I think Indian banks should be allowed to grow under 
healthy conditions. 

8867. Chairman: You say that the Imperial Bank has come in for the 
largest amount of public criticism from every bank, indigenous or foreign. 
Could you kindly tell the Committee some of the points of criticism levelled 
by the exchange banks?—I have certainly heard it said about exchange 
bonks that once the Reserve Bank was to be brought into existence and it 
was proposed that the Imperial Bank should get a right to do exchange 
business, there was a general complaint that the Imperial Bank with its 
special advantages should be offering unfair competition to the exchange 
banks. That was the kind of complaint made. I do not agree with it. 
When I said that the Imperial Bank had come in for large amount of 
criticism from every bank indigenous or foreign, what I meant was every 
shade of opinion had some sort of grievance against the Imperial Bank. 

8808. You do not subscribe to these opinions or criticisms?—No; I do 
not. 

8869. And therefore those criticisms arc criticisms which you have only 
heard ?—Yes. 

8870. You say that the Imperial Bank of India has not rendered any , 
material assistance to the Indian joint stock banks beyond making accom¬ 
modation on Government securities at slightly more favourable rates of 
interest and making available a few other facilities regarding cash credit 
arrangements at selected centres. Would you kindly tell the Committee 
what other kinds of assistance you have in view?—As I was mentioning 
some time ago, the Imperial Bank has in some sense told the Indian joint 
stock banks that they can have a loan against the Government securities 
but not a cash credit arrangement. This was the situation about 2 years 
ago. I took up the matter in my columns and the facilities that are des¬ 
cribed arc exactly the facilities which I indicated should be accorded to 
the Indian joint stock banks, I suggested that after all Government seenri- 
ties were the best securities. If that is so and if the Imperial Bank is the 
Government’s bank, they shoidd certainly give advances against Govern¬ 
ment securities especially when the Indian joint stock banks have suffered 
go much. I appealed to the Imperial to give considerable facilities to the 
Indian joint stock banks. In other words I wanted a cash credit system 
with a few restrictions. Supposing a bank has 30 centres, in the old days 
it used to keep 2 lakhs in one centre and 2 lakhs in another; if they re¬ 
quired money they used to give to the local branch of the Imperial Bank 
and raise the money; supposing they had to sell the security, it had to 
distribute the security among so many branches. What I suggested was 
that securities should be kept in centres like Calcutta and Bombay and 
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credit should be available for stated amounts in certain branches and that 
interest should be lower. I am glad to say that the proposal was giveik 
a sympathetic consideration by Sir Osborne Smith and in the case of a 
certain bank I know very well that credit was given to the extent of one- 
crore. It was of considerable assistance to that bank though the rate of 
interest charged could have been lower. So I say facilities given against 
Government securities without any kind of restriction would be the best 
kind of help which the Imperial Bank cun give to the Indian joint stock 
banks. 

8871. Mr. Devcidhar: Would you be in favour of the Imperial Bank 
advancing money to the co-operative bank on agricultural paper?—This 
question was brought to my notice by Mr. Bamdas Pantulu in connectic>n' 
with the Madras Co-operative Societies. In fact I approached the Imperial 
Bank authorities for a credit of 60 lakhs for the Madras Bank. Each branch' 
of the co-operative bank was given a cash credit against agricultural paper. 
The central banks never utilised the margin at idl. They treated it as 
practically the cash in their till. This went on for a number of years with 
the result that while the Imperial Bank has been giving this facility, no 
advantage has been taken of it. On the other hand the liquidity of the 
banks concerned has been reduced because this was the only liquid resource- 
they maintained. 

8872. At present the Imperial Bank cannot advance money for a period 
of more than 6 months for reasons of their own. Supposing the Imperial 
Bank recognises the paper, would it not be necessary or would it not be 
advantageous to have longer credits from them?—In practice it has been 
longer credits; in theory they say it is for 6 months; but in actual practice 
automatically they have been renewed after 6 months. 

8873. But would you not agree to long credits being granted by the 
Imperial Bank?—It all depends on what the Imperial Bank is going to be. 
If it is going to be a commercial bank, it would do v-ell to confine itself 
to a period of 6 months or one year. 

Mr. Lamond: The interest arrangement would be for one year and the 
loan is not one year. 

8874. Sir Purshatamdafi Thakurdait: Not .all the loans are subject to 
renewal?—In theory it is a short loan but when the account is regular, it 
is automatically kept up. 

8875. Chairman-. Because at the end of 6 months the Imperial Bank 
is given an opportunity to assess the financial position of its borrower?— 
On the whole it never commits itself to the number of months, because it 
becomes liable to stamp duty. 

8876. You suggest that the Government and this Committee should give 
their first and foremost attention to the revival of activity and hope, and 
to the enlargement of the scope and profits, of such of the Indian joint 
stock banks as have come to stand out as examples of the capacity and' 
skill of Indians to start and run indigenous institutions on lines of modern’ 
banking. Could you kindly summarise for this Committee in broad and' 
general terms the directions in which action should be taken to carry ouk 
your suggestion?—^Pirst of all any one who has been carefully studying the- 
attitude of Government towards banks in this country can come only to 
one conclusion, namley, that the Government have been most criminally 
callous of their duties in regard to banks. I am using very strong word» 
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■abotlt‘’th'eir duties towards banks. It was Sir Basil Blackett who for the 
•first time ^poke at all about banks; since then the Reserve Bank controversy 
and this Committee have kept the Finance Member in touch with the bank¬ 
ing conditions and it is yet a problem how far they are going to translate 
these into concrete proposals. It is this initiative in their attitude which 
is the' most essential thing. Their own financial problems, or their own 
currency policy cannot remain sound unless the banking system of the 
country is sound. The link between the banking system and the Govern¬ 
ment finance is the most important thing in my opinion. Secondly, it is 
•essential that such recommendations as this Committee would be making— 
which I am sure would be not merely the creation of more banks but the 
creation of a system which is an integrated whole—are not shelved by the 
Government, as is usually the case, and that they do take immediate 
action. Thirdly, I would emphasise the creation of the Reserve Bank, 
though perhUps it is beyond the terms of reference to this Committee. 

8877. Mr. Shanmiilcham ('hefty: Not at alt—I am glad to learn 
that. I would like the Government to make a condition in the Reserve 
Bank Bill that the Reserve Bank should keep what I may call an 
approved list of banks and any bank on the approved list including the 
Imperial Bank opening a new branch, after the Reserve Bank Act comes 
into force, should be given either a kind of interest-free balance or of half 
the'cost involved in the management of that branch, say, for 3 or 6 years. 
I want some token on the part of Government which will enable the Indian 
banks to claim that they have the confidence and the association of Govern¬ 
ment. I would also suggest that the Government of India should, in those 
places where any of the approved banks has got a branch, offer the treasury 
work to be done by that bank. The Imperial Bank should normally be the 
agents of the Government of India but not the sole agents. This under¬ 
taking of the treasury work would not be a profit to the bank but is cal¬ 
culated to give them an added political prestige in the eyes of the public. 
These are my suggestions under this heading. 

8878. Chairman: You refer to the groat and unique opportunity and 
the heavy responsibility of the Imperial Bank of India which should deem 
it both a duty and privilege to be able to produce the men who could play 
no mean part in the creation and growth of Indian Banking Autonomy. 
As yen are aware the Imperial Bank has at present a scheme for the train¬ 
ing of Indian assistants. These assistants are, however, trained for em¬ 
ployment in the Imperial Bank and to an increasing extent assistants trained 
In the Bank under this scheme are promoted to the rank of staff officers. 
The scheme is thus restricted to providing the Imperial Bank with adequate 
and trained personnel. Is it your intention that in addition to making 
provision for its own requirements, the Imperial Bank should also train 
men'for satisfying the growing needs of other banks in the country?— 
Certainly the Imperial Bank'cannot be expected to do that work for other 
banks; I never suggested anything of that kind. If they have a good num¬ 
ber of trained men, with the quick development of banking, these assistants 
who have been trained in the bank would be commanding a good premium 
from banks in search of capable assistants and if these assistants could be 
oflfered' better • prospects by one of the new banks that are to be started, 
they should be free to leave the Imperial Bank to join those institutions. 
■Nothing should prevent them from doing it. There is nothing wrong in it. 

8879! You refer to the large resources and the ample facilities enjoyed 
by the exchange banks and the liberal credit faciKties which they’extendi 



Could you iindly tell tlio Committee whether you are satisfied with the 
facilities now provided by the exchange banks?—I think so far as the 
financing of the foreign trade is concerned, the facilities that are made 
available by exchange banka are quite adequate and satisfactory, 

8880. Have you heard of any complaints of racial discrimination on the 
part of the exchange banks in the matter of granting facilities to people 
engaged in the foreign trade of India?—I have heard such complaints, but 
I know of many instances in which Indian firms have received very liberal 
■ freatment from exchange banks and I would not associate myself with those 

complaints. 

8881. You feel that those complaints are not justified?—Yes. 

8882. In connection with the position of the exchange banks in India 
you refer to the growing feeling in the country that Indian institutions 
should be able to take their proper place in this field of banking and that 
it is the duty of the Government to create conditions which would facilitate 
such a desirable change. Could you kindly indicate lo the Committee 
what practical steps you would advise Government to take with this end 
in view? In solving the problem of exchange banks versus Indian banks, 
you suggest that the example of other countries should be taken as a guide 
and that, in addition, in the case of India, the historj’ of the past should 6Ubo 
receive due weight. Would you kindly explain what points in this history 
you are specially referring to?—If I may do so I want to read this passage 
which appears in my Banking Enquiry Number. “Quite apart from ques¬ 
tions of discrimination in finance, the exchange banks will have to . be 
judged by their contribution to the growth of banking in India and their 
attitude to the broader questions of the currency and exchange policy of 
the Government. The exchange banks entered the field of banking in 
India long before indigenous joint-stock banka were thought of; and they 
have throughout sought to maintain the foreign character of their organisa¬ 
tion and management. One of the exchange banks was originally started 
in India as a rupee concern; but, later, in its career, it has got itself 
registered in London and discarded its Indian incorporation. For a long 
period of years, exchange banks have had a practical monopoly of deposit 
banking in India; and aided by the cheap money they could command in 
England, they W'ere able to make large profits and build up the large re¬ 
serves that have given them their present impregnable position. At pre¬ 
sent, they have a practical monopoly of foreign exchange business. They 
opposed the proposal for amendment of the Imperial Bank of India Act 
so as to permit the Imperial to participate iit this branch of banking 
activity, as they felt that in its privileged position, it will have an undue 
and unfair advantage. They have not been, on the whole, particulsarly 
friendly to Indian joint-stock banks. The personnel of their management 
is foreign; and no Indian is ever given a chance of joining their superior 
staff to learn foreign exchange banking. Looked at from this point of view, 
exchange banks, while they have played all along an important and useful 
part in the provision of banking amenities, have contributed little or nothing 
to the growth of banking in India.” That expresses our complete opinion 
in regard to what the exchange banks have done so far and what they have 
failed to do. That they have provided banking amenities and amenities 
on a fairly adequate scale for foreign trade, there can be no doubt. But 
they have so far not taken one single Indian and initiated him into the 
mysteries of hieher banking so that if Ihdians to-day want to start exchange 
banka, they will not be successful because there is no trained man for this 
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kind of business. I complained against the manner in which they have 
shut out Indians from appointment to the higher staffs. When I said 
that “the example of other countries should be taken as a guide and that, 
in addition, in the case of India, the history of the past should also receive 
due weight ’’ I meant that they have been there so many years, they have 
provided banking amenities, they have contributed a certain amount of good 
to the economic growth of this country and we should recognise that fact 
when we think of the future position of exchange banks in India; but at 
the same time we find that they have not done much to help Indians to 
get the capacity for starting exchange banks of their own and that they 
have preserved the foreign exchange business entirely for themselves. As 
to how exactly the non-national bank of such a kind should be allowed to 
continue business in India is to be judged by the practice prevailing in 
other countries. There, when we study the banking law we find that there 
is nothing like uniform practice; certain countries have got restrictions while 
others have none. What are the facilities that Indian banks should have 
as against non-national banks in the light of the experience of other 
countries?—It is a question w-hieh will have to be carefully gone into. 1 
am of the view that the banking board which I have suggested should have 
the power to issue licenses to all banks doing business in India. No bank 
should be able to do business without the license. There are two or three 
considerations which should be taken into consideration. One is what 
treatment an Indian bank would receive from the country of origin of the 
foreign banks; reciprocal treatment should be provided for in the conditions 
of license. Secondly, just ae the British Board of Trade has provided that 
a minimum number of appointments should be given to Britishers, so 
should exchange banks be pledged to employ so much percentage of Indians 
in their higher staff. It is no use having merely habocs or clerks. It is 
necessary we should create a personnel among the higher staff. Thirdly, 
there should be some restrictions on the kind of business they do, they do 
now deposit and foreign exchange business; they have also begun to do a 
little bit of local business or internal trade. They should certainly confine 
themselves only to foreign business and whether this should be carried out 
by investment through their branches at ports or whether they should be 
permitted to have branches in the up-country' centres, is a matter which 
has to be gone into carefully. It should certainly be necessary to make 
them confine their activities to transactions arising from foreign trade. 

8883. Sir Purshotamdas Thakurdas: Which means that by the terms of 
the license you would prevent them from doing internal trade business?— 
Yes. 

8884. Chairman : I should like to know whether these are the steps 
which you had in view when you stated in your memorandum that it was 
the duty of the Government to create conditions which would facili¬ 
tate a desirable change. Are these the only steps you had in view?—This 
is a question which has troubled me a lot. I have not been able to arrive 
at definite or categorical conclusions on this question. I could not say that 
these conclusions were in my mind at the time I wrote this passage. 
"What I have mentioned to-day is simply something which I consider to be 
worthy of consideration by this Committee, but I do suggest that some 
action on these lines is essential. 

8885. You refer to a long tale of woe which the Indian joint stock banka 
have to narrate of their present plight and you refer briefly to the extreme 
depression in Indian trade, commerce and industry during the last four 
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yean and the devastating depreciation in properties, etc. Would you kindly 
tell the Committee how far each of these evils is remediable and what in 
your opinion is the proper remedy for it?—could divide the depreciation 
that has taken place in the properties under the following heads: — 

Depreciation in regard to stocks and shares. 

Depreciation in regard to commodities. 

Depreciation in regard to house and other landed property, and 

Depreciation in regard to Government securities. 

I think these would cover the securities which will be accepted by a bank. 
As regards stocks and shares, I think nothing could be done by the Govern¬ 
ment or by any other authority. As regards depreciation of commodities 
on the whole the advances against commodities in general are seasonal and 
they do not affect the intrinsic position of banks. In regard to depreciation 
of properties on the whole most of the soundly-managed concerns have 
always put a strict limit on the sums advanced against properties; although 
the security has gone down in value, there is nothing that could be done 
at the moment. Great anxiety is, however, caused with regard to Govern¬ 
ment securities. For instance, in the latest balance-sheet of the Imperial- 
Bank, they had to write-off nearly 10 lakhs on account of Government- 
securities. 

8886. What was the total value of the holdings?—32 crores at the 
balance sheet time, of which 12 crores might be in treasury bills. 

8887. Taking the Government E«curity on the whole it is 10 lakhs out 
of 32 crores?—Yes. Other banks should have lost even more, since they 
are not so well posted in advance of what is going to happen. The Imperial 
Bank may know Government’s intentions regarding new loans and other 
activities of Government. About this depreciation in Government securities 
I want to make a suggestion. After all, so far as the Indian banks are 
concerned, they hold these securities as a liquid investment. They do not. 
hold them for the purpose of jobbing with those securities. They keep those 
securities with them and if they need money, they take them to the 
Imperial Bank and borrow' money. The point I wish to make is that securi¬ 
ties are held purely for investment purposes as a liquid reserve. If it is 
so, I should like to know why the banks should be obliged to provide full 
depreciation in regard to securities which they are likely to hold till the date 
of redemption. Eecently a heavy land slide has occurred in Goverment 
securities. I wish to suggest that provision should be made that in regard to 
the gilt-edged investments cf Indian joint stock banks, instead of providing 
all the deiJreciation that has occurred, a round figure of 1^ per cent, on the 
total gross value of the security must be provided. This is the scheme which, 
I may mention, I discussed with the Finance Member and he suggested 
that instead of its being li per cent., it would be a certain percentage 
according to tho number of years or according to the maturity of the loans. 
If it mahures in 10 years, it may be one per cent. If it matures in 10 to 
20 years, 1^ per cent.; between 20 to 30 years, 2 per cent. In regard to 
Government securities unless a thing like this is done, it is found that the 
profits of the banks are small and that they are not able to declare the 
same old dividend and as a consequence there is suspicion in the minds of 
the depositors. 

8888. Sir Hugh Coclie : May I ask whether the rate you have suggested 
is the rate per annum?—No, they are in lump. 
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8{^9. Mr, Shanmukham Chetty: That or 2 pw cent, may be spread 
over the remaining period of maturity.—No, straight oS lei it be providefti 
ia the next year’s balance sheet. 

8890. And afterwards you need not provide on Government securities at. 
all?—No. 

8891 Do you not think it would take away a big lump from the pro¬ 
fits?—What they are now providing is very much more in each half-yearly 
balance sheet. per cent, has come down from Es. 79 to 64, i.e., 15- 
per cent, in 4 years, that means 4 per cent, for a year and 2 per cent, for a^ 
half-year. 1944-55 has come to Es. 100. 

8892. Sir Pnrshotamdas Thakurdas: If I suggested one further point, it 
might help to clear up the matter. You cannot appreciate securities even' 
though you may have 10 percent, appreciation?—Absolutoiy. 

8893. Therefore if there is an appreciation of any kind, you cannot utilise 
it. Per contra, if there is a depreciation you need not provide more than 1^ 
per cent, in a year?—Not in a year. 

8894. Suppose a bank holds* 1944-55 paper and bought it at 105, whichi 
is the prevailing rate. The security to-day stands at 99. In 1945-55 it wdi 
be repaid at par. How is the bank to write-off the 5 per cent, except by 
providing for 1^ per cent, before 1945-55 for three years? Or, would you' 
like the deficit to be written-off in the last year of repayment?—Straight 
off as soon as the law comes into force, provision on these lines will start. 

8895. IJ per cent, for only one year would show a deficit at the time 
of maturity?—Once for all create a reserve of that kind and allocate no 
more for depreciation. 

8896. Supposing a bank holds one crore of 1945-55 paper which they 
bought at 10.5, the market rate of which is 99, there is a deficit of 6 lakhs. 
In any case on the day of payment there will bo a deficit of 5 lakhs. 
According to your scheme they need only write-oiJ 1^ lakhs once between 
now and 1945?—You have chosen a scrip that was at a premium. 

8897. A scrip like that also has to be dealt with?—An exception will 
have to be made in the case of scrips that stand at a figure higher than the 
repayment price. Take 4J per cent., 1955-60, oi- 5 per cent. 1939-44. All 
these are; at a discount as cohipared with the price at which thev are re¬ 
deemable on the due dates. In their cases there is really profit on the date 
of payment except 1945-55 and some of the 6 per cent, bonds of which one 
or two years have to run; all the other securitie.s noM'^ stand at below the 
redemption value. So you have really chosen the most difficult one. 

8898. If you deal with that adequately, then the others do not matter. 
Eegarding that, you agree that a different provision will have to be made. 
Where securities are bought by the bank at a premium over the then value, 
a different provision will have to be made?—Then we should provide such 
figures as would bring it to par before the date of payment. 

8899. Mr. Shanmukham Chetty: So you will have different schemes of 
a' depreciation fund, for loans for which the bank paid at par, then for loans 
for which the bank paid at a discount and for loans which the bank pur¬ 
chased at a price higher than the redemption price; you would have three 
different kinds of depreciation?—It is on the basis of the number of years 
it has to run. 



B900. But then these three different kinds of paper must be dealt with 
•differently under different rules; what you said was for paper for which the 
i)ank paid at par, or 2 per cent, depreciation?—For which the bunk 
.acquired at a discount or at par. It means the same. 

'81101. Then for loans which the bank purchased at a price higher than 
the redemption price, it must provide a fund equivalent to or 2 per cent, 
as the case may be, plus the premium that they paid?-—Yes. 

8902. Mr. Manu Subcdar: Why do you want a higher rate in the case 
of 30 years’ redemptionV^This proposal has received fairly favourable 
consideration from Sir George Schuster. 

8903. Chairman-: Unless you have the authority of Sir George Schuster 
to make that statement before the Committee, the Committee can only 
consider it as your proposal ?—It is my proposal; he has not said that he 
would accept it. It is a subject which I have discussed with him and which 
I think is very important in view of the difficult situation which Indian 
hanks are passing through. I would like to read out to you this portion of 
iny statement: — 

‘‘But, even so, the extreme depression through which Indian trade, 
commerce and industry have been passing in the last four 
years; the devastating depreciation which has occurred in pr.> 
perties: the impaired economic vitality all round; the conse¬ 
quent increiise in the number of frozen or ‘doubtful’ advances; 
the difficulties, expenses, worry and losses connected with 
their recovery; the paucity of business; the keener competi¬ 
tion; the unavoidability of making large investments in gilt- 
edge, both because of lack of other suitable or realiabl© in¬ 
vestments and because of the need of keeping as liquid a posi¬ 
tion us possible, in view of the difficulties of the genera) 
financial situation; the earlier frenzied uprise in gilt-edge, 
leading to atill more diversion of funds in gilt-edge; the sharp 
and steep decline in the values of government securities ever 
since the iatter half of 1928; the resultant need for making 
large and larger provisions for such depreciation; the reduction 
in the amounts available for dividend distribution; the roper- 
wssions, in regard to deposits, .of the lower dividends; the 
growing uncertaintv as to the present and apprehensions as to 
the future, as a result of shrinkage in deposits, in the scope 
for outlay of funds, and in marg'ns of profits—such is, in 
brief, the tale of woe which the Indian joint stock banks, 
barring a few—a very few—exceptions, have to narrate of 
their present plight.” 

8904. It is really that descriptioil to which I referred at the begrohing 
of my question. Am I to understand that the solution wh’ch yoii broilofce 
to remed.v this state of affairs is this scheme of yours regarding charging 
cf depreciation on gilt-edged securities and that 70U have no other proposal 
to make in that connection?---There is no other that can be made. 

8905. As it is,’ the tale as it stands, is a very gloomy one?—^Yea, 

8906v Sir Purshoiamdas ThaMrdas: There ate' Others which cab not 
ramedied even according tO' youf-^Yesi 
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f¥Hyi . Chairman : Your scheme for writing:off depreciation in Govern- 
ttient securities can only apply in the case of terminable securities V—^Yes» 
I would add to that securities whose coat price is below the redemption 
price. 

Mr. Khaitan : You said below or at par. 

8908. Sir Purahotamdas Thakurdas : It would not apply to 3 per cent. 
Government paper?—No. It would not apply to 1945-55, because a fur¬ 
ther provision will have to be made for that paper. In fact my scheme 
would not apply to non-terminable loans and loans whose cost price is above 
the redemption price. 

8909. Mr. Khaitan : It will apply to securities bought at a premium sub¬ 
ject to providing the amount of premium?—Yes, there should be amorcica- 
tion of the premium. 

8910. Chairman : I think, in answer to a previous question you said that 
owing to depreciation all round, at the present moment, joint stock banka 
have to invest more largely in those gilt-edged securities than they need 
otherwise have done. Supposing depreciation passes away (and I nope it 
will pass away at any rate some day) and then the joint stock banks want 
to sell what they had invested so far in gilt-edged securities of the type 
you are referring to, i.e., terminable ones, and to invest the money in ordi¬ 
nary commercial business or in an industrial concern which many of the 
Indian joint stock banks do not hesitate to do, what would happen?—The 
loss referring to the portion realised in that year would be debitable to <le 
current revenue. 

8911. And to that extent the revenues of that year may have to bear a 
larger loss?—As you presuppose that trade would be livelier, banks can 
invest on a better scale; they can afford to bear that loss a little bit more 
cheerfully. Now when trade is bad, they could not make profit, yet they 
have to put up such heavy depreciation. 

8912. Are you aware of any similar provision in any other country in 
regard to writing-off depreciation?—am not aware of any. As a matter 
of fact, this scheme was my own so far as 1 am aware. I have not read 
of a similar thing anywhere, nor have I known of a thing like that to exist. 

8913. Conditions which prevail in India at the present day are also 

prevalent in many other countries, that is conditions in regard to depre¬ 
ciation of Government securities which faces India at the present day also 
exist in many other countries. But in no other country, so far as you 
know, have they attempted any such scheme of writing-off the deprecia¬ 
tion?—^There has been no country in which gilt-edged securities have 
dropped to the extent they have dropped in India. There is no other kind 
of liquid security available to them here. In other countries there are 
many kinds of securities available; there is the discount market and re^ 
discount facilities, because the banking system is more efficient. Here in 
India, on the other hand, it is not developed. The only recourse that 
Indian banks can have by way of liquid investment is Government securities 
and yet they have to write-off a good portion. It is a peculiar circumstances 
in India. , 

8914. As regards your second point, I think you told us that the positioai 
will improve when the Beserve Bank is brought into existence and it was 
the vital reason you gave for the early establishment of a Beserve Bank 
in India. When that is done and a joint stock bank will have in its port¬ 
folio a larger volume of bills and a smaller volume of Gover nent securi¬ 
ties, would that in itself not make a solution of the present difficulty ?—To 



take the. most optimistic view about it, it woiild be another two or three 
■years before the Eeserve Bank is started and the position in regard to 
Indian banks does not allow of much delay. 

8915. Sir Purshotamdaa Thakurdaa: You recommend this in order that 
bank dividends may not fluctuate in such a manner as at the present junc' 
ture or in similar circumstances as may affect the credit of banks. That 
is the motive for a recommendation of this idea which has no parallel in 
other countries?—Yes. 

8916. You later on refer to shrinkage owing to dividends. I think it 
Would be fair to say that the general confidence of the Indian public in 
that bank would suffer if you leave any loop-hole behind in your balance 
sheet. Do you not think that the public will any that although the bank 
has paid a dividend, there is 5 or 10 lakhs to he made up in securities at 
the end of 5, 10, or 20 years according to the currency of the security?-— 
As a matter of fact, at the time of redemption you are going to make a 
profit. 

8917. The bank holds a paper between 15 and 29 years. According to 
your scheme a provision of only 1^ per cent, need be mode. It may still 
show a deficit of 20 lakhs in those deposits at to-day’s market rate. A 
depositor looking at the balance sheet (and I presume you would require 
the auditor to certify the balance sheet) would say “securities at purchase 
price and nothing else’’?—'We are not to add, as we now add, the market 
prices. 

8918. An inquisitive. shareholder will enquire what the purchase price 
is and he would be entitled to the information?—He would not be entitled 
to the information. Suppose I put a question at a bank-meeting, they are 
not bound to supply the information. 

8919. But at a bank-meeting to-day you are entitled to ask whether the 
securities are at market value?—But they would not be entitled. 

8920. Would that not by it&elf make the public very suspicious?—On 
the whole that we expect the average depositor to understand the mysteries 
of a balance sheet to that extent is giving him toi. much credit. The divi¬ 
dend is reduced and that is the only factor which is easily indicated by 
word of mouth from person to person, but the elucidation of the mysteiies 
of a balance sheet is beyond his ken. It is the lesser evil of two alternative 
evils. 

8921. Reducing dividends straight off, for a limited period of years, 
owing to the exceptional circumstances which prevail in India to-day, is 
the greater evil of the two?—^Yes. 

8922. How would you expect, for instance, the Chairman of the Associa¬ 
tion of Exchange Banks or the manager of a competing bank, to consider 
a balance sheet of this nature?—On the whole, Indian banks do not do 
much dealings with exchange banks now. 

8923. But you are more hopeful about the future?—I am very anxious 
to create more cordiality. Why there is not that cordiality, that give •and 
take between exchange banks and Indian banks even on the existing balance 
sheets is because there is a suspicion against Indian banks. When it is 
understood that these are only investment securities, these are bonds to be 
redeemed at par and the worst happening, there is already a provision, that 
should be enough to inspire confidence in a bank- They also know that 
there are troubles beyond the control of any banker. 
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6348. It is said that in India capital is not forthcoming for industrial 
development. I am of course referring to small industries, ^ay 1 know 
if as a result of your enquiries in the Presidency you have been able to 
ascertain any reasons for it?—Is it due to any lack of capital or to any 
antipathy on the part of the investing public?—I think there is a large 
amount of capital in the Madras Presidency; there is a good deal of long¬ 
term capital that could be accumulate; I do not think there is any 
paucity of funds. On the other hand there is a definite preference for 
investing in liquid assets. Lately the Central Land Mortgage Bank sold 
debentures and found the response not very large. 

5349. Have you made any recommendations in your Report on this 
point?—I think we have suggested the opening of a Savings Association 
for the Presidency though we had difference of opinion on the matter. 

I also think that investment trusts must be founded in order to enable 
small investors to utilize their surpluses profitably and in order that industries 
may get ample capital. 

5350. With regard to the Co-operative Movement you have made a 
definite statement that the surest way of getting co-operation to help 
small industries is to link up the co-operative banks with the money- 
market of the country. Do you think that co-operative societies are now 
suffering from want of funds?—It is true that they have large ^unds. but 
have they met all the legitimate needs of the members of the Co-operative 
Societies? The ryot is still wanting money. 

5351. Mr. Ramadan Pantulu: In practice, what we find is that short¬ 
term loan invariably tends to become long-term one either on account of 
wilful defau’t in payment or failure of crops and other vicipsitudes over 
which the borrower has no control. You do not think it is liquid enough 
for any bank?—The only way is to make the loan a charge upon the 
crop, because after all for an ordinary ryot, particularly when he is a land¬ 
less tenant, His real security is the crop. 

5352. So it can only solve the question of a short-term crop finance. 
You piinnr)t make the intermediate loan a charge upon the crop—I am not 
for immediately making intermediate loans discountable, 

5353. Are you aware of the provisions of the Intermediate Credits Act 
which has been passed in America and which forms a part of the federal 
Banking system?—Yes, I know about it, but I must point out that the 
American farmer is a man who owns and cultivates a larjre farm ol 500 
to 1,000 acres or more. Our ryot has only a very small holding, borrow’s 
for unproductive purposes, has very little staying power and we can 
hardly adopt methods which have been found successful in the United 
States. We can start with short-term loans on the security of crops. 

5354. In order to develop produce ’oans, is not a system of warehousing 
in rural parts necessary ?—-It is necessary. 

53,55. Have vour Committee made any enquiries as to how the godown 
system is being worked ?—The co-operative organisations have started a 
number of godown societies for the purpose. I think we have not made 
any progress on these lines on account of inherent difficulties in the co¬ 
operative svstem. The best means of avoiding these difficulties will be fo 
mark out for each district or part of a district a certain place where the 
godown is to be erected and to link up the primary societies around these, 
so that each primary society might naturally expect the crops of it*. 
borrower to go into that particular godown. All loans are thus repaid 
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from the price received by sale and thua overdues will diminish. Thus, we 
will be in a position to establish the relationship between the different 
financing agencies in the country, and also to secure better marketing and 
we may make improvements in our present system. Thus the relation 
between the Primary Society, the Godown Society and the financing 
Central Bank must bo properly adjusted. It is only by the joint action of 
these three bodies that we can place the co-operative system on business-like 
lines. In this way, we may increase the share of co-operation in our 
Agricultural credits system. 

.5356. Are you aware of the fact that the Madras Government offered 
to lend to co-operative societies money at 5} per cent, on rnpeee to rupee 
basis if they undertook to build godowns?—I believe it vv^as the case. 

5357. I may tell you my experience that that facility is not being availed 
of by co-operative societies to any extent. Have you found out any reason 
why co-operative societies were unable to take up this offer of Govem- 
nfient?—It is lack of enterprising spirit. It must be made up by active 
propaganda by officers of the Co-operative Department and by joint action 
between the officers of the Co-operative and Agricultural Departments. 
Such joint action is not now resorted to. 

.5358. I have made personal enquiries and the ryots tell me that even 
on a rupee to rupee basis the loan at 51 per cent, bears so much interest 
that the rent received or. the godowns wou'd not cover it. They said that 
if they spend Rs. 10,000 for a godown and borrowed Rs. 5,000 from Govern¬ 
ment at 5i per cent., the interest on that Rs. .5.(X)0 Government loan 
would be larger than the rent that can be got from the godown bv storing 
the crop there. It is not therefore a business proposition. Have you 
investigated this aspect of the question ?—This can only be done by enter¬ 
prising individuals taking up the work and demonstrating that this kind 
of marketing will succeed. 

5359. Chairman: Therefore it is really a case for the Professor and the 
teacher and not for a Banking Committee?—Yes. the teacher must play 
his part, and dees play it. in his humble way. 

5380. Mr. Ramadas Pantulu: You say; “Already the Imperial Bank 
has allowed the co-operative central banks to create an overdraft account 
on the strength of the notes of the members of primary societies. That 
privilege is now being withdrawn, not because this has resulted in any 
loss, but because of other reasons.” What are the other reasons?—I can 
only give some reasons which I have heard mentioned by people. Firstly 
the co-operative movement has not been utilising these facilities sufficiently; 
secondly, the co-operative societies have been using this credit ag fluid re¬ 
source prescribed by the Act and this was not liked by the Imperial Bank; 
thirdly, the possibility of liquidation of a primary society and the consequent 
loss that might be involved; as also the possibility that the co-operative 
society being on the unlimited liability basis, there might be some upheaval 
in the village, if the Imperial Bank proceeded to recover its money from the 
Primary Societies whose notes were used as cover. Some of these reasons 
have been urged in regard to this point, and perhaps there are also other 
reasons. 

.5361. You make a definite statement that the cultivation of paddy in 
the Madras Presidenev should he discouraged and commercial oitops ett 
couraged?—Yes, but T do not want paddy to be discouraged but only that 
paddy cultivation need not be artificially fostered. 
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5362. Can you say from your enquiries that in any part of the Madras 
Presidency there is over-production of rice which is not required for the 
consumption of people in that part of the country?—If you take the whole 
of the Presidency, we have ample food crops for our sustenance. 

5363. It is not like Burma where there is a large export in rice?-—it 
is not so. 

5364. In many areas just enough rice is produced to meet the people’s 
requirements. Do you think it is very correct to ask people to replace 
the crops in such areas with commercial crops?—Government have been 
spending large sums of money on very expensive irrigation works like the 
Mettur project. The object of this is to make dry lands wet and ihe 
economic result of it to the ryot will be that he will have to raise paddy. 

.1 admit that a great deal of paddy is being raised on profitable terms, but 
in all but the best lands, the outturn from paddy is very meagre indeed. 
An acre under paddy produces much lc.ss income than an acre under most 

‘money” crops—say oilseeds. There is greater scope for extending the 
raising of such crops in Madras, e.g., sugar, oil-seeds, etc., and for this we 
do not require a lot of water. With a few wells, we may easily convert 
some of the ordinary dry land into garden land which means a considerable 
increase in the value of the land and also in tlic income to the owher of the 
land. Therefore, if instead of spending large sums of money on big irriga¬ 
tion works, more money is spent on smaller works, it would make the lot 
of the cultivator more bearable, and the average income may increase. The 
idea of making the Presidency self-sufficing does not particularly appeal to 
me, for many regiens in our Presidency will have in any case to raise food 
crops, and they could, produce sufficient food for our roquireraonts. 

5365. But even if wo are driven to import rice and wheat into this 
country from other countries and turned our lands on for commercial crops, 
you think it docs not matter?—If the commercial crop selected is suitable 
to the nature of the country and one with a stable value, T think it is 
well worth doing so. 

6366. Dr. Hyder: Wore you influenced in your opinion chiefly by the 
opinion of Mr. Hilson, the Director of Agriculture?—T cannot say that I 
was not influenced by his opinion. I am here expressing what T think is 
reasonable. 

5367. Why does not the agriculturist himself go over from one to the 
other system?—Is there any compulsion anywhere in the Madras Presi¬ 
dency?—There is no compulsion, but the traditional view of the Indian 
Agriculturist is to stick to paddy. Ho considers it a groat privilege to 
grow paddy and unless i£ is demonstrated to him that he will get more 
income by cultivating tobacco or other crop, he will not do it. For other 
crops water supply is hard to get. but for paddy he gets v/ater by paying 
a water-rate. 

5368. Have you looked at it from other points of view?—Ig it a fact 
tbal indirect compulsion is exercised by some agency, e.g., the revenue 
collecting agency? Is the wet land subject to a higher assessment?—Of 
hbWrse it is. 

5369. Rice wants more water?—^Yes, swamp paddy. 

6870. Could a man refuse to take water?—So far as T know, he can 
dOolire’ to take water. 


2 H 2 
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5371. Mr. Ramadaa Paniulu: It ig a consolidated assessment of land 
revenue and water rate?—Yes, but not everywhere. He may decline to- 
take water in some circumstances. 

5372. Choudhri Mukhtar Singh,: Regarding the question of commercial 
crops, is your idea based upon your personal experience or on any calcula¬ 
tion?—On my own experience, I own paddy fie’ds, and other lands as well. 
I value my garden land more than my paddy fields and have invested more 
capital on the former. 

5373. Do you not consider that generally land in Madras is shallow and 
is deficient in nitrogen and phosphorus?—^That may be so. 

5374. If that be so, it will require very much expenditure on cash crops- 
than anything else?—It depends on the kind of cash crop. There are 
certain crops which may be grown without very much artificial manure. 

5375. Do you not consider that it is only one-tenth area of Madras 
that is irrigated and there is no chance of increasing the wet area?—i 
doubt it, because it is possible to have sufficient water for garden cultiva¬ 
tion or for ordinary commercial crops by having wells constructed. We 
have not at all exhausted that source of irrigation. 

5376. Before you can recommend the introduction of cash crops, you 
have to provide for irrigation facilities first?—Yes, it is quite necessary. 

5377. Mr. liamadas Paniulu: Speaking of the big exporting firms, you 
say that they often give crop loans on the stipulation that produce is 
delivered to them. Do these loans bear reasonable rates of interest?—I 
think they do, generally if interest alone is taken into account. 

5378. Does the agriculturist get a fair price for his produce under this 
system?—In the case of commodities for which there is no regular market 
in the country, I think the agriculturists are not getting the top prices at 
the moment. 

5379. S'o you think the low rate of interest at which the advance is 
made does not sufficiently compensate him for the unremunerative price 
he gets?—I don’t know. I don’t think so. 

5380. You say that it has been brought to your notice that the tobacco- 
growers of Chirala get very unfair treatment?—Yes. 

5381. Has your Committee made any enquiries into this matter?—If I 
remember right the Committee wrote to the persons concerned, and we 
did not get any reply. 

5382. Did you ask them to come and give evidence?—I think they were 
asked. 

5383. Did you tell them about the allegations madt; aeainst them?—i 
think an extract was sent to them from the memorandum of a certain 
body. 

5384. They did not care to reply?—I think thev did not reply. 

5385. Sir Purshotamdas Thahurdas: From whose memorandum?— I 
think it was the memorandum of the Madras Provincial Co-operative Bank. 
This was also supported by the memorandum of Mr. N. G. Eanga and 
of other well known people from Guntur. 

5386. Mr. Ramndas Paniulu : Your foot-note against ‘certain gentlemen 
of Guntur’ gives the names of Messrs. V. Venkatappa Punnavva (Banker 
and rice mill owner) and K. Sriramulu (President, Guntur District Board). 
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and,also Mr. N. G. Eanga. So these people have also s’.ipported th* 
statement, but they (the Company) have neither cared to reply nor appear 
before you to give evidence.—That is ray information. 

5387. Choudhri Mukhtar Singh: Taking the figures which your Com¬ 
mittee give as the total income of the .agriculturist and dividing it by the 
persons who live on agriculture, we get an income of about Es. 53 per 
head?—Yes. 

5388. Taking half of it as cultivation expenses, we get an income of 
only Es. 27 per head?—Yes, if you assume that they have no income other 
than what they get from their lands. 

5389. The rural people have agriculture as their main source of income? 
—That is so but there are subsidiary sources. 

5390. If you take the family to be consisting of 5 members, it give* 
an average income of Es. 13 per month.—That is so. 

5391. Do you not think that this is a very small income on which the 
agriculturist has to live?—Certainly it is a small income, but in the case 
of those people who have small holdings, their incomes are supplemented 
by certain subsidiary earnings, e.g., by keeping a cart or probably by pursu- 
ing some handicraft. 

5392. But does it mean that the income would keep them out of debt?— 
In the case of a good number the income is not adequate for a decent 
living, not even for bare subsistence. 

5393. What method would you propose to redeem the people out of 
debt?—Thiit is the fundamental question which we have to solve. 

5394. The credit facilities cannot be expected to relieve him to a very 
great extent?—I think we might be able to reduce the rate of interest 
he has to pay, secondly, he might be made to increase his yield by enabling 
him to utilise scientific methods, and thirdly, we might enable him to get 
a better price for his produce by better marketing arrangements. These 
three \ve can certainly try to do; but it is uj) to him to utilize these 
facilities. 

5395. As far as the improvement in agriculture goes, are you aware 
that the Eoyal Commission on Agriculture say that the cultivator in Madras 
is most efficient.—He may be efficient in the way in which he is now 
pursuing his business, but there are certainly other lines by which he may 
make more profits. 

5396. The Commission in one place say that the cultivator is by no 
means ignorant and knows his methods and at another place that he is 
adopting the best means of cultivation and employing the best implements— 
I doubt whether they are not generalisations which apply to some part or 
some section of the people. 

5397. You mean to say that there is a possibility of improvement?— 
I do believe so. For example, in one village, people began to use night- 
-soil manure for raising paddy and as a matter of fact in that village they 
got 2^ times the yield which the neighbouring village obtained from exactly 
the same kind of land. That I think was a real demonstration, and in 
the neighbouring villages they are trying to use that particular type of 
manure. There might be other similar methods of improvement and if 
’you add to these methods by helping them to make better marketing 



arrangements, they will be able to earn more income and make a more 
decent living. 

5398. You consider therefore that there is a possibility of giving the 
ryot sufficient that will enable him to live on his land?—I think his income 
can and must be increased. It can also be supplemented by some sub¬ 
sidiary industry, 

5399. Can you give me an idea of what percentage of people are living 
on uneconomic holdings and what percentage on economic holdings?—It is 
rather difficult to say, because the economic holdings vary from place to 
place and from reg'on to region, even from village to village. 

5400. By economic holding, I do not mean a certain area, I refer to tha 
economic holding for the place.—The Madras Committee have made no 
enquiry about economic holdings. It was thought by some people that 
the very idea of an economic holding is simply imaginary and without any 
practical use, so that it was not pursued. The administrator is often 
suspicious of such theoretical conceptions, and often refuses to recognize 
them. 

5401. Can you let me know the percentage of people living on land 
whose position is to a great extent hopeless and the percentage who might 
be helped and put on a better footing?—I think we might perhaps judge 
this from the land revenue paid by the different pattadars. We have in 
Maidras no other statistics. 

5402. I do not think that gives us any idea, because in the pattadari 
system, there are a number of people joining in one patta.—But in Madras 
the single pattas are more numerous than joint pattas. 

5403. There may be one man getting two pattas.—The report of the 
Madras Committee shows that 74 per cent, of the pattas pay an assess¬ 
ment of Es. 10 or less. 

5404. That gives you roughly about 5 acres of holding, because it is 
calculated at Es. 2 an acre.—Yes, about Es. 2 if it is dry land; but much 
more on wet land. It may bo even more than Es. 10 per acre. 

5405. Then you consider 74 per cent, to be uneconomic holdings?— I do 
not think that can be said. Anything between 50 to 70 per cent, of the 
holdings may be uneconomic in certain regions, assuming a certain 
minimum standard of comfort. But then there is extra income from 
tenancy. 

5406. Mr. Jamal Mohammed: You refer to a system of regulated 
markets for different commodities and say that many such markets are 
necessary in the Madras Presidency for cotton, oil seeds, etc., and you 
include in this hides and skins.—Yes. 

5407. India to-day is one of the principal exporters of tanned hides and 
skins, and Madras is responsible for the bulk of the Indian produce, and 
you say that the exportation of it abroad is attended with many difficulties 
connected with finance.—That is so. 

5408. Mr. Jamal Mohammed: You know the export trade is not at all 
suffering from want of finance, but the tann’ng industry does suffer in the 
matter of finance for the export of hides and skins?—I have been told 
that the tanning industry is not getting proper financial support. 

5409. The Madras Committee itself has reported that the hides and 
skins market requires financial help. You know that Madras is considered 
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to be the biggest port in ilie world for the export of tanned skin and hides 
and you have got a local market there fairly well organised where there 
are nearly 300 commission raandis. Is that not so?—I do not consider it 
a properly “regulated” market. 

5410. In what sense do you not consider it a properly regulated market? 
—That is my information. My point is that if an organised market for 
kidc.s and skins existed in Madras, agents from all parts of the world will 
go over there to purchase the goods and probably regular and periodical 
auctions will take place and thereby business in the country will thrive; 
our banka will have more work to do and business firms will get more 
income. 

5411. It may be all right in theory, but it is not so in actual practice 
The best part of the goods are sent out direct as sales and only a small 
portion which is not dealt with wholesale goes to Loudon to meet the 
needs of different customers who go in for different grades.—It may be so. 

5412. You have referred to industrial banks. Some witnesses who 
appeared before our Committee told us that the experience of industrial 
banks that have started till now has not been satisfactory and so on. In 
spite of the fact that in the past the working of these industrial banka 
have nojt been satisfactory do you still hold that the need of the country 
is very great and that the starting of industrial banks on sound lines is an 
absolute necessity?—That is my own opinion. I hold that industrial banks 
are a necessity. If what you say concerns the Tata Industrial Bank I 
may tell you that it was not a proper industrial bank. 

5413. (Sir Purshotamdag Thakurdaa : In your note you have pointed out 
X^oipe discrepancy in the conclusions arrived at after investigation by the 
Indian Central Cotton Committee in a district of your province. Did you 
examine any representatives of the Cotton Committee in regard to this 
matter?—We happened to examine the person who conducted these investi¬ 
gations on behalf of the Cotton Committee at Adoni and we found that the 
information gathered by him was not quite accurate as conditions were not 
typical of the regions surveyed. In Adoni the cotton producers are not 
bound to sell to the dalals that lend money but in Bellary which ia another 
market the custom for people is to get loans during the cultivating season 
from the dalals and then sell the produce only to them or through them 
although there was no regular hypothecation of crops. We found the 
conclusions of the Cotton Committee were not quite correct, even about 
Adoni. 

5414. Was there not a local revenue officer who was in touch with the 
investigator?—Probably there was. Only the Agricultural officer came 
before us, and he himself admitted on examination that his conclusions 
are net quite correct. 

5415. * * * • 

6418. You ask “Could wo go further than the marketing stage in the 
creation of negotiable paper” and then answering the question in the 
affirmative, you go on detaMing the nractice that obtains in the United 
States. Will you please explain a little further how you can create the 
negotiable paper by taking loans for purchase of implements, or raising 
crops, or breeding animals, etc. ?—For the purchase of these things, 1 raise 
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a loan from my co-operative society. I give a promissory note which when 
endorsed by the Co-operative Central Bank may be discounted with a com¬ 
mercial bank. 

5417. Mr. Manu Subedar : When yon replied in regard to the ireation 
of B market for hides and skins in this country, had you only hides 
and skins in view or other commodities as well ?—I li.ad many other com- 
modit'es in view, for instance, cotton, oilseeds, rubber, tea, etc. 

5418. Many crops which are at present exported abroad on the com¬ 
mission basis would stand to gain by the creation of a central market. Is 
that your view?—That is my view. My own experience is that when my 
people sent rubber to London they lost but when they sent it to Colombo, 
they gained. Therefore, if we have a few regular markets for all the chief 
staples of the country, our producers will stand to gain. 

5419. With regard to the suggestion you made regarding the creation 
of agricultural paper which you say could be negotiated and re-discounted 
with the Central Bank or the lleserve Bank, do you not think that the 
co-operative organisation has in its sphere only a very small percentage of 
the agr.culturists as its members and so how would you provide for proper 
accommodation of agriculturists who are outside the co-operative fold?— 
Pritna fade the facility for creating agricultural paper wh'ch can be re¬ 
discounted should, according to you, apply only to members of the co¬ 
operative societies?—That is so. Co-operative societies in this country are 
getting their members from the lower classes of society and they require 
help in this matter. They are also a well disciplined body and therefore 
it is better to begin this experiment with disciplined body. 

5420. You also refer to the hypothecation of crops. 1 dare say crops 
could be hypothecated when they are free, but there are instances such as 
those referred to where the dalal has a claim over the crop in view of his 
having financed the cultivator. Such a person will find it impossible to 
bring his crops to the warehouse. How will you create the paper in such 
a case?—In such cases personal credit is only possible. I cannot see any 
other way out of it. 

5421. In such cases you might possibly be able to create the paper to 
help the man in the middle, the merchant. Is that not so?—That certainly 
is possible. 

5422. And this could better be done by bringing down the interest 
rates?—Yes. I am suggesting the agricultural paper and re-discounting 
facilities in order to bring down the interest rates. 

5423. I am still not in a position to understand your suggestion with 
regard to the people who are out of the co-operative societies?—They can 
get their loans from the indigenous bankers or the joint stock banks who 
have confidence in them. 

5424. They sre already financing them. Have you any suggestions to 
make as to how von wdl bruig down the interest rates?—It is a large 
problem but for the kind of business we are speaking of now, it could be 
done by having a system of warehouses which will issue documents of title. 

5425. Wli(< wib finance on the security of such warehouse receipts?— 
Any banker ought to b° in a position to do so by discounting that paper. 
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6426. You say that the fundamental defect of India is not that there 
is not enough money but that it is not properly manipulated as to make its 
flow elastic and you therefore say that a weil conducted system of discount 
banking is the proper solution for the difficulties. Later on you say that 
in India bills are used more in foreign trade than in inland, and that is 
because discounting faeilitie.s are more abundant in the former than in the 
latter, meaning that discount'ng facilities in the foreign trade business are 
more abundant. Do you imply that lots of money are being used in the 
financing of foreign trade?—What I meant to imply was that it is easier 
to operate on a foreign bill than on inland bill. 

6427. Is it because of any inherent facilities or is it because of the 
fact that there is more capital which is drawn into the field of financing of 
foreign trade?—Because these exchange banks mostly operate at the ports, 
they find it easy to finance, as the banks are close by and as the produce 
Is already there. 

6428. Supposing some of the facilities of the hanks dealing in foreign 
trade are withdrawn from them, then it will mean that more money will 
be available for inland trade. Is that not so?—Yes, in the beg’nning there 
will be too much money available for inland trade but ultimately the whole 
position will be levelled up. 

5429. Have you any idea of the deposits that the Exchange Banks are 
able to attract in this country ?—I know they are attracting a large amount, 
but I have not much knowledge about the working of these Exchange 
Banks. 

5430. You do not know how considerable sums of money are being 
attracted by the Exchange Banks in this country?—I have no-accurate 
figures, but I fancy the amount is n 3t much less than that obtained by the 
Imperial Bank. 
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8024. In a word, my question is where you find foreign non-Indian banks 
writing down the securities, whether they are in India or elsewhere, and 
Indian banks having a hollow behind them for a limited period of years, 
you do not think that the prestige of the Indian bank will suffer more in 
the eyes of the depositor than by reducing the dividend by 1 or 2 per cent, 
temporarily and making a clean breast of it and saying we are still solvent ?— 

I wish our public can understand that straight and frank talk. They do 

not. 

8925. As you see the public, you would rather resort to this than the 
other?—I have had this point before me by one or two prominent men 
connected with Indian banks. 

8926. Chairman: That is, the depositor would not understand that 
owing to depreciation about which he has definite information there has 
been a reduction in the rate of dividend; on the cdher hand, he v/ould appre¬ 
ciate the other position which will absolutely keep him in the dark abcrut 
the true position of the bank. That is your view?—I do not say that it is 
any misrepresentation of the true posdion of the bank. 

8927. The authorities responsible for legislating in the matter will take 
it up; they are sure to look at it from that aspect of view, i.c., if it is proper 
•simply to say there is a loss of 1 or 2 per cent, when the person who is 
■entitled to the dividend knows from what he sees round him every day 
that there ought to be a shrinkage in the dividend. Instead of making him 
suffer a reduction in the dividend, would it be better to have a picture which 
will not be intelligible to him and which would, as a matter of fact, be 
hidden away from him? Do you think it would be reasonable to ask the 
legislative authority of the country to undertake a legisaltion of that sort? 
—Quite. 

8928. Sir Purshotamdait Thakurdas : Talking about the temperament at 
the Indian, I take it you are also aware that dame rumour plays a lot of 
mischief ■with the depositor and where correct information is not available 
in the balance sheet, an antagonistic banker or broker or depositor or 
director may do the rest of the mischief by making things look worse than 
they really are. I only wanted to mention it for your consideration. 

8929. Chairman: According to your scheme if any shareholder at this 
stage wants to know what the correct position i.s, he will be told definitely 
that under the modified law tbc management of tht' bank are not bound to 
disclose the position to him and therefore the position will not be disclosed 
to him. If that comes on the top of the dame rumour to which ray colleague 
referred, do you think that the position of that bank w'ill or will not suffer?— 
As I said, taking the very worst view of the position, my proposal is the 
lesser evil of two alternative e'vils. 

8930. When times change and one of these banks* w'ants to invest a 
portion of the money held in Government securities in, say, some form of 
industrial concern, would you say at this stage that the bank must write-off 
the full depreciation which means the difference between the cost price and 
the sale price on the particular lot?—It must in that very year. 

8931. Will not that in itself militate against any initiative on the part 
of that joint stock company to make mdre money available for, say, an 
industrial concern, because the managers know that they will have imme¬ 
diately to write down a certain sum of money, and to that extent it 
reduce the profits of the bank. Money invested in an industrial concern 



■will of course take some time to bring its return, but it is owing to depre¬ 
ciation, as you yourself say, that banks are reluctant to increase their 
investments of this class and therefore they are putting more money in 
tjovernment securities. When times improve and when the management 
of that bank finds that it would be safe for it to sell some of these Govern¬ 
ment securities and invest the money in an industrial concern, which pro¬ 
bably after 3 or 4 years would bring to it an adequate return or more than 
an adequate return, would this particular suggestion of yours not make the 
management feel more shy about the matter?—Firstly, when a bank gets 
more and more investments, the usual custom is that a bank is not to sell 
securities so much as to borrow money on the securities; as a matter of fact 
very little of the securities can be sold. Tf a bank holds 5 crores of Govern¬ 
ment securities the fluctuation in the total will not be more than that. 
^Whatever loss knight occur on a lot like that can easily be shown in a 
particular balance sheet. Instead of providing for depreciation in the total 
lot, providing for depreciation only on a small portion should be a com¬ 
paratively easy matter. Secondly, you mentioned that when a bank invests 
money in industries, they may not get the income immediately. After all, 
a bank is not going to invest in shares. A bank, when it gives money to 
industries gives it as loans, realising its interest month by month or half- 
yearly, so that the question of their having to wait for the profits of -their 
investments on industrial propositions does not arise, 

8932. But still the money which they get by way of interest on the loan 
they make may not in that particular year make up for the amount they 
may have to write-off on that particular amount of Government securities?— 
A situation like that is very unlikely to occur to-day. Half-year by half- 
year they write-off the depreciation -that has taken place in the six months 
on the entire lot. Then they will have to write-off only on a small lot and 
there is the general reserve against gilt-edged setiurities. 1^ per cent, is 
already provided for and 1 do not'think the contingency you are anticipating 
will occur. It ought to be compensated by the increased profit they must 
he making as a result of the livelier trade which is the condition which 
would necessitate their realising the securities in order to divert it to in¬ 
dustrial investments. 

8933. Chairman : Do I gather you to say that when the bank goes to the 
Imperial Bank for a loan on these gilt-edged securities it must at that stage 
also write down the securities to the market value?—Not when thev tak(‘ 
a loan but only when they sell. 

8934. When they take a loan the party can only give it on the basis of 
the market value of the securities and not on the value against which the 
hanks hold them in their stocks?—There is a margin generally of 5 to 10 
per cent., and it is not strictly adhered to. 

8935. Sir Purshotamdas Thakurdas: The point which the Chairman 
wanted to bring out was at -what rate that bank lujlding such securities will 
he able to borrow and your reply to the Chairman is that no bank ■would 
lend on anything else than at the market rate with a margin?—^That is so,, 
hut so far as the balance sheet is concerned this question does not arise. 

, S936. Chairman: You say that a great deal of the future prospects of 
Indian Banking will depend upon the ability of the Indian banks to assimi¬ 
late the virtues of modern European banldng and of age-old indigenous 
hanking and to.reject the vices of either. The Committee -would be very 
grateful if you would expand your ideas a little more fully and indicate the 
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points on which you want to lay special emphasis?—In regard to- what 
Indian banks may profitably learn from western institutions, I would deai 
with these first. Firstly, greater efficiency, thoroughness and greater-atten¬ 
tion paid to the training of staff. These are some of the points regarding 
which Indian banks should pay special attention. Quickness of work and 
promptness in attending to enquiries, these are also things to be consi¬ 
dered. I do not say they are not doing so now but there is certainly a 
difference in the tone. If you take a cheque to an. Indian bank, they take 
an hour and a half and then you would get cash Now there are banks 
which have put up notices something like this—‘-‘if you take more than 5 
minutes to get your cheque cashed, please report to the agent”. Probably 
training of staff, making them more alert and courteous to the clients, these 
are matters on which the Indian banks can very vvell learn froim the western 
banks. 

8C137. Sir Purshotamdas Thahurdas: In one word, it is internal discip¬ 
line?—Yes. In regard to economic management our Indian banks have 
proved that they can manage their concerns very cheaply. The Punjab 
banks have got a large number of branches and still they are managing 
their institutions very economically. In this connection I think of the 
Postal Department. There have been very few cases of defalcation in 
spite of the fact that huge sums of money pass through post offices and 
these postal authorities are not highly-paid men. It should be possible to 
man our banks also cheaper and make them well spread, as the postal 
system is. I want the cost to be kept under and the efficiency kept at a 
high level all the satne. 

8938. Chairman: I feel gratified at your remarks on the working of the- 
Indian Postal Department in which I have taken a great interest, but let 
me tell you that you are a little out of date. I had to raise the pay of 
these people to what I considered adequate to the present conditions in 
India altho\igh I must still admit that they are not getting their due; but 
that is another matter?—T quoted the instance of the Postal Department 
only to show that the handling of Iraoney can be made with very great safety 
by comparatively poor paid people as well. 

8939. You deplore the lack of espirit de corps among Indian banks. 
Could you suggest any remedy for this state of affairs?—You cannot com¬ 
pel them to behave better with each other. There is jealousy amongst 
them because they are all weak and I think that when they become powerful 
banks, they will all become friends. 

8940. Here is the scope for you?— Ab a matter of fact, I think I calk 
claim this privilege of having brought together for the first time all the 
heads of the Indian banks in Bombay and also in Calcutta together. I 
have also done my very best to bring the Indian banks and the exchange- 
banka together. After all, I am an outsider except for my personal relations 
with the bankers. With the development in banking and with the good 
offices of persons who have got the interests of banking at heart, the solu¬ 
tion to this problein must come though it is a very slow and difficult pro¬ 
cess. 

8941. What I was trying to suggest to you was, is it not possible for 
■your paper to do a certain amount of continued propaganda in this respect?— 
I am doing that now. 

8942. You make a suggestion regarding the issue of gold certificates 
You say that any one depositing Rs. 80 worth of gold may be entitled to- 
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Es. 100 worth of gold at the end of five years. This would work out at am 
interest of per cent. Do you think that this is an attractive yield to- 
encourage people who hold gold stocks in small ''r big quantities to deposit 
it with Government ?—I find there are a few questions on gold certificates. 

I would like to make a preliminary observation. When I developed this 
idea of gold certificates, it. waa with considerable hesitation. I have pub 
forward this proposal more as one worthy of careful consideration than as- 
cne which is practicable or may be practicable even at a distant date, 'fhe- 
answers that I can give on this question are those mostly based on senti¬ 
ment and psychology. We are dealing with facts which we cannot get but 
which we can only surmise out of experience. 

8943. I want to make an observation on your preliminary remarks. Leb 
me assure you that every one of your suggestions will receive the most 
careful consideration on our part. I certainly feel that the object under¬ 
lying them is good and has been made in the interests of the country and' 
the spirit in which I am asking you these questions is not one of hostile- 
criticism. I am simply trying to get more detailed views from you?—My 
preliminary remark was made merely to indicate that in developing a scheme 
like that I had not the facility to “make it a complete scheme. 

8944. You have simply given certain figures in dealing with this point 
hy way of illustration?—That is so. 

8945. You say that by your scheme of gold certificates whether or not 
the innumerable individual small hoards would bo appreciably affected by 
the scheme, the hoards of medium and bigger sizes would assuredly contri¬ 
bute a large amount of gold to the reserves. Would you kindly tell the 
Coknmittee whether you have any facts and figures to show the volume and 
size of these hoards that you are referring to ?■—There are several Maharajas, 
Eajahs and Mutts as also several of these Gujarathi ladies who keep a 
lot of gold sovereigns. The tendency to purchase sovereigns is great. 
When I was in Lahore I was trying to get figures about the import of gold 
into the Punjab hy rail. Punjab has been a great hoarder of gold due to- 
the economic development there. There is a lot of free gold in the sovereign 
form especially in the Bombay presidency and the Punjab. You will find 
lot of gold in the shape of ornaments in South India. Whether much of 
these gold would come into the scheme it is difficult to say, but generally 
speaking, I think a good portion of the gold now with the Indian States 
and the Mutts would certainly come into this scheme. If they are assured 
they will get back their gold any time they want and would also get interest, 
then I think the gold will come in. It may also be possible to get a good" 
portion of the gold from Punjab and Bombay into this scheme of gold certi¬ 
ficates. About these ornaments it will be very difficult to assess their 
value. So the problem connected with the acceptance of gold would pre¬ 
sent difficulties except at centres where there are conveniences for valuing 
them. Therefore the Imperial Bank or the Government treasuries in the 
bigger towns could possibly be able to value gold at those centres. 

8946. We will separate the question into two parts (1) gold in the form' 
of sovereigns and ("2) gold in the fortn of ornaments. Now in regard to gold- 
not in the form of ornaments you are largely counting on the amounts held 
pn .the Indian States, religious institutions and also to some extent from 
people in Gujarat and the Punjab. I suppose you have not had any oppor- 
tunitv of estimating even roughlv what that amount would come to?— 
would put the figure with the ruling chiefs at about 40 crores and I would' 
put the free gold in the Punjab and Bombay at about 30 crores. 



8947. Would it be' possible for you to give in any broad outlines the 
basis of these estimates?—I put a certain figure for the Nizam, another 
figure for the Nepal and these I had occasion to know something about 
because at the time when gold went up to Rs. 23 I was consulted whether 
^old could be sold. I know the Maharajah of Durbnnga has still got a- very 
large quantity of gold. Considering all these I put 40 crores as the amount 
that would come in that way. As the Nizam year after year is invo.sting 
his hoarded cash in Government securities, in the same way he will also 
invest his gold on these gold certificates. 

8948. I will now pursue your point in the case of the gold omarnents. 

I think you have now said that you would restrict your proposal. That is 
you do not want to bring in rural areas but would confine cnly to certain 
principal centres. Let us assume that one of your centres is Amritsar. 
Now ladies come in and deliver their gold ornaments and 1 think you told 
me that 'many of these possess surplus ornaments and if they deposit these 
ornaments it must be retained in the currencv reserve or in the treasuries 
as ornaments and you agree it cannot be melted into gold?—I think it 
should be kept as ornaments themselves, but there are difficulties there 
also. 

8949. Therefore it will have tc be kept at Amritsar itself because a lady 
inay have to attend a ceremonial function and if you had moved her orna¬ 
ments to Lahore it means you cannot produce the ornaments because these 
will have to be kept on demand or in safe custody. Do you think, while 
T fully appreciate the general desire, this would really be possible ?—I wart 
to show a parallel in the currency reserve to-day. Our currency reserves 
are all spread out in the different areas of the country. With regard to the 
silver rupees we may have some at Amritsar, some at Agra, some at Ly.all- 
pore and so on. They are all not stored at one place. Why not consider, 
therefore, your gold reserve is also placed at different centres? 

8950. Here the difficulty is you will have to keep these ornaments in 
safe deposit. Supposing the ornaments were mixed up, the lady %vould 
not even give you even a day’s notice. She comes up and says, I want Inriy 
ornaments this evening. Then what is going to happen?—There should be 
no difficulty. Ornaments of each Indy must be kept separately. 

8951; What about your gold certificates then?—Just as in the postal 
cash certificates as you are able to get your capital and interest at any time 
vou will also provide for these gold certificates and say that the interest 
is paid only up to the date the ornaments are left with the Government. 
Of course, there might be some delay in paying off the interest. 

8952. Chairman: You mean that the lady must wait all this time and 
she must wait until the various processes have been gone through before 
she can get back her money, i.e., her interest?—In this scheme there is 
an inducement for her to keep her ornaments with the Government as 
long as possible. If she keeps them for a sherrt period she gives the 
certificate and gets back her jewelry. whenever she wants it, 

8953. What about her interest that is to take some time?—I do not 
think there will be much difficulty. 

(Second witness); Sir, is it necessary, to presume that the .ornaments 
will be withdrawn at a moment’s notice and on the telephone ? 

8954.. Chairwaa;, I, am simply speaking of my experience with ladies 
in northern India?-T-The ladies, ought to be, able to - anticipate’ their 
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requirement^ at least some time before the actual moment when thesy w;ant 
to tiae them. The difference between the ornaments and rupees is that 
the latter will be mobile while the former cannot be moved from one 
centre to another-''-—Kupees have to be mobile. You are not going to 
issue gold against notes. 

8955. You say that in order to combat the danger of unreasonable nms 
on banks and undeserved liquidations, it is necessary, as a starting point, 
to have such legislative action as will hold forth to the public the assur¬ 
ance of honest and efficient management. One particular step you 
recommend is to have a system of state audit and supervision. Would 
you kindly tell the Committee in what other directions you would require 
legislativ-j action for the end in view?—I am for the lleserve Bank having 
a department to look after this audit and examination and I think the 
system in the United States of America affords the Best clue as to the ■ 
way in which we should proceed in this matter. I am most emphatic 
for a system of state audit and supervision which obtains in the United 
States. 

8956. So you would substitute that for the ordinary audit and super¬ 
vision and tdl the deserve Bank comes into existence, you would not have 
State audit and supervision?—If Government could take immediate 
action on the lines I suggested, I would recommend them strongly. 

8957. As regards the State audit and supervision a joint stock banker 
of many years’ experience has expressed the opinion that efficient 
management is of more value than official audit and that one cannot make 
a fetish of independent official audit. Would you kindly state your views 
on this suggestion?—With due respect to the experienced joint stock 
banker who expressed this view before the Committee, he is after all iu 
the nature of a victim looked at from the point of view of audit and there¬ 
fore ho cannot be expected to be in love with the instrument of execution. 

8958. You refer to the suggestion of converting the Imperial Bank of 
India into an all-India Industrial Bank after a new lleserve Bank has been 
created. In the first place it will he a matter for the shareholders to 
de-eii'le whether the Imperial Bank would continue to be a commerci.-il bank 
or would convert itself into an industrial bank. Do you agree?—As I 
made a preliminary remark on the gold certificates, I say that this is 
only a tentative suggestion worthy of consideration. I know there are 
many difficulties and there is much to be said for and against it. I have 
advanced this merely as a question which merits your consideration. I 
believe that if a Reserve Bank is started, it stands to reason that the Im¬ 
perial Bank will not have the same facilities which it is now enjoying as the 
Gbvernment’s banker. At any rate, I would not like that it f^hould be' 
given those facilities; but I say that when these facilities are taken away 
from the Imperial Bank, all the profits arising out of those facilities cease to 
find a prominent place in the annual profit and loss account. It will be 
difficult for the Imperial Bank to carry on, considering that it has grown 
up under very costly management; in order to make up for that, we have 
to (five the Imperial Bank an opportunity to make profits in another direc¬ 
tion. I believe that such opportunity will come if the bank were converted 
into an industrial bank with certain facilities and with a right to issue 
debentures. It would be in the nature of creating a special field, a special 
opfrorfiunity for the Imperial Bank arid also the possibility of its making up 
profits for whst it would be losing by the discontinuance of the present 
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Oovemraent facilities. In view of these circumstances I think the ehare- 
hoIde:’,s would accept a scheme of this nature. 

8959. This is your scheme but your point is that this will be a matter 
for the shareholders to decide?—Certainly, 

8960. Will not the Imperial Bank be able to render large assistance to 
industries so far as working capital is concerned, even without converting 
itself into an industrial bank and without restricting its operations solely 
to industrial advances?—I have not intended that it should not do those 
operations of a commercial nature which arose from its dealing with an 
industrial concei-n but I want to give the bank the right to issue long 
term debentures for financing industrial concerns. 

8961. Therefore, is it a part of your scheme that the Imperial Bank, in 
addition to issuing these long-term debentures, should continue to receive 
the short-term deposits which it is now receiving and use it to provide 
the working capital for these various industrial concerns?—Quite so. 

8962. Would you kindly explain to the Committee in some detail how 
the Imperial Bank will dispose of its' commercial business which is not 
related to industries?—Take the Imperial Bank balance sheet as it stands 
now. I find that loans, cash credits and bills—these are some of the 
facilities extended to trade and business and industry combined—come to 
49 crores. .Of this, though I could only make a hazardous guess in this 
matter, at least 70 to 75 per cent, would be invested in financing industrial 
concerns for their short-term requirements. 

8963. Now or in future?—Now. The advantage to the country which 
the Imperial Bank will give in financing an industrial concern is that its 
staff is already trained in a proper assessing of the worth of the various 
persons and agencies in this country. They have got branches all over 
India. They have got men who are well acquainted with the business 
conditions all over the country. Of course the real difficuEy of an indus¬ 
trial bank is to acquire direct and personal experience. Here we have 
trained staff ready-made, the organisation is ready-made and the capital 
and reserve are so big that they are adequate for the purpose and altogether 
the purely commercial advances which have nothing to do with industrial 
concerns should not be of such a big size as to present any serious ditli- 
i-ulty. 

8964. You have already referred to the various advantages derived by 
the country by the branch-banking activity of the Imperial Bank. Would 
you kindly tell the Committee by whom this activity will be pursued in 
future if the Imperial Bank is converted into an industrial bank?—A« I 
mentioned on an earlier occasion. I want the Reserve Bank to keep a list 
of apjiroved banks. 

8965. I thought you had said that there might also be branches of the 
Imperial Bank?—^My difficulty is to argue on the basis that my scheme is 
not acceptable. 

8966. If the Imperial Bank is switched on to industrial business, to 
that extent your scheme will be modified?—^Yes. A list of approved banks 
must be maintained and each one of the banks which opens a new branch, 
over and above the number of branches owned by the bank on the date 
on which the Reserve Bank Act comes into force, must be given half the 
coat incurred on the new branch for 3 or 5 years; secondly, as a further 
inducement, if at any centre where there is no agent of the Reserve Bank, 
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one of these approved banks opens a branch, that branch will be entitled 
to conduct the treasury operations of Government. These two facilities 
oitended to the approved banks would certainly give a good stimulus to 
the expansion of branches. 

8967. You are aware that many of these joint stock banks at the 
present moment are advancing money to industries for long-term require¬ 
ments. Therefore this scheme of yours, if it is accepted will kill that 
business?—I do not think any commercial banks can or do advance money 
for long-term requirements. 

8968. The 6 months provision does not apply in the case of all joint 
stuck banks. It applies in the case of the Imperial Bank but loans on 
mortgage are not prohibited in the case o/ joint stock banks?—But they 
do no; advance money. 

8969. Here again we have been told by an experienced banker that his 
film advances money to industrial concerns on mortgages?—They might 
have advanced money and the company might have got into trouble and 
then they might have made the concern to execute the mortgage. 

8970. The impression left on my mind by the statement of the gentle¬ 
man was that it was not unreasonable for joint stock banks to advance 
money on mortgages and the Indian Companies Act did not forbid the 
grant of those advances?—I know there is nothing like that in the Act, 
but a prudent financier would not lock up money. 

8971. You say that it i& not desirable that the Imperial Bank should 
dabble in exchange. You are no doubt aware that the Hilton-Young Ccm- 
miss'cn recommended that the Imperial Bank should be freed altogether 
from the restrictions which the present Charter imposes on it as soon 
as the Eeserve Bank is established. Sir Norman Murray, giving evidence 
before rhat Commission said that the restriction on exchange business 
debarred the bank from what is a verj' profitable business and suggested 
its removal as it impaired its profit-earning capacity. You also know that 
the Imperial Bank of India Amendment Bill which was introduced into 
the Legislative Assembly in 1927 along with the Iteserve Bank Bill pro¬ 
vided for the removal of this restriction on the foreign exchange business 
of the Imperial Bank. Is it your considered opinion that even after the 
Reserve Bank is established, the limitation on foreign exchange business 
should continue to be imposed upon the Imperial Bank?—With regard to 
this question, as I explained, I have had this in my mind that the 
Imperial Bank should be a kind of industrial bank. With that bias I have 
evidently written what I have said, namely, that the Imperial Bank should 
not dabble in exchange. But I do not mean that the Imperial Bank 
should continue to have the restriction placed on them as It is, in my 
opinion, an unfair restriction. It should not have been put on the bank 
from the beginning. It should have the freedom to do exchange business 
but if, as I have suggested, it is converted into an industrial bank, it 
should not enter into that kind of business. 

8972. If the Imperial Bank wants to take over more and more work 
connected with the industrial banks in regard to long-term loans, that is, 
if it opens a mortgage department to deal with the initial capital and the 
block capital for extensions on industrial concerns, nothing stands in the 
way of their doing so. Once the Reserve Bank is established and the 
Imperial Bank Amendment Bill in the form in which it was contemplated 
in 1927 is passed by the legislatture, is it your intention that by some means 
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or other the Imperial Bank should be compelled, subject of course to the 
agreement of its shareholders, to confine itself to work CMineofced witB 
the financing of industrial concerns both long-term and short-term and 
that it should cease to do other commercial work and not take up foreign 
exchange work? Is that your real proposition?—You have to understand 
my proposition in the light of what I conceive the Imperial Bank to be 
when it is converted into an industrial bank. 

8973. Supposing it is so converted, then would the picture that I have 
just drawn up be a correct picture?—^It should not allow its energy to be 
diverted into other channels. 

8974. Chairman.: Is that the correct picture which you envisage?—It 
should not allow its energies to be diverted by commercial business. 

8975. It has got a staff which will be relieved of a certain portion of 
its responsible work and you probably know that even now it is doing a 
certain volume of foreign exchange work. It may amount to anything up 
to 10 millions in a year. Supposing its activities in particular directions 
are curtailed, and the bank with the approval of its shareholders wants 
to open an industrial department or a mortgage department which will 
deal with the long-term requirements of industrial concerns, why should it 
be prevented from carrying on commercial business and also undertaking 
foreign exchange business, if it thinks it desirable or profitable to do so?— 
Your question is, although predominantly an industrial bank, why should 
not tl..e Imperial Bank be also doing commercial and exchange business. 

8976. The point is; why s^hould it be restricted to doing one class of 
business?—1 do not want any restriction. 

8977. Therefore, if the Imperial Bank does take over work connected 
with industrial concerns, i.e., the grant of long-term credit, you really do 
not intend that it should be debarred from carrying on commercial bank¬ 
ing or from taking up foreign exchange business?—The proposal connected 
with the Imperial Bank becoming an industrial bank will have to bo 
examined so carefully and so much on its own merits that what it should 
do if it is to be an industrial bank and what it should not do should be 
a consideration by itself. It would not be possible for me to commit my¬ 
self to any definite statement that it should be able to do all sorts of 
things. What happened with the Tata Industrial Bank should be a warn¬ 
ing against combining commercial banking, industrial banking and ex¬ 
change banking all together. 

8978. I have never been able to find out what was at the bottom of 
the failure of the Tata Industrial Bank, but I have reasons to believe that 
it w IS not the combination of the various businesses that led to its failure. 
You are no doubt aware that on the Continent they have very largely 
adopted this system of mixed banking without any difiBculty from the 
financial point of view?—Their growth, their reserves, the traditions they 
have created and the directorate they have got stand altogether on a 
different footing. 

8979. We are talking of the Imperial Bank. Look at its reserves and 
the traditions it has created. If there is any bank in India for which it 
IS possible to undertake mixed banking, I should have thought it was the 
Imperial Bank?—If, in making the Imperial Bank an industrial bank it 
is found that it should strengthen that business by doing mixed banking, 
by all means let the Imperial Bank do it. When I mentioned about the 
Ta-a Bank, I happened to be in Bombay at the time and I was fairly 
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carefully watching the developments in the financial world then, ^cre 
are very many reasons which led to the downfall of that bank, but certainly 
the combination of the various functions was one of the factors which at 
least appeared to be a reason to an outside observer like myself. I whs 
not on the directorate or in the confidence of the staff, but as one who has 
observed things, who has been attending the meetings of the bank all the 
six year'- of its existence and who has studied the progress of the balance 
sheets, it certainly seemed to me that the combination of these functions 
was not very happy. 

8980. But even assuming that the whole reason for the failure of the 
Tata Bank, or the main reason, was the combination of functions, the 
resource-! and traditions of the Tata Bank were nothing like those of the 
Imperial Bank?—Quite true. 

8981. I think I have managed to get your point: that is, you, do not 
press that if the Imperial Bank wants to take to Industrial banking, t.e., 
in the direction of creating long-term advances, liy raising debentures or 
ctjherw’ise, and if it also wants to carry on commercial banking, and 
foreign exchange business, you would not object to that arrangement?— I 
would not. 

8982. You say that the right to take deposits ha& everywhere been with¬ 
held from foreign banks. The Committee would be glad if you would 
■supply them with references in support of this system?—I am afraid my 
statement is wrong. So far as I can make out, it is only in the United 
States of America that a restriction on deposits is placed. 

8983. You say that in return for the grant to the exchange banks of 
tlio right to take up deposits, they should be asked to undertake to staff 
their offices with Indians up to an agreed percentage. In this connection 
you referred at an earlier stage to the action taken by the Board of Trade 
in England. Is it your idea to work this percentage proposal with reference 
to each grade of officers in the bank?—I think how Indianization ideas 
ate worked up in Government departments should be some sort of 
guide for us in this connection. When we talk of Indianization in Govern¬ 
ment services, there are certain principles already recognised and there 
are certain ways by which that scheme is given effect to. We should be 
able to formulate our proposals by a careful study of those things. 

8984. Then you do not take your stand on the Board of Trade regula¬ 
tions?—I myseif have not read those regulations carefully. I have only 
heard of them. 

8985. We were discussing them when another witness was giving evi¬ 
dence and I gathered that exchange banks are practically following regu¬ 
lations similar to the Board of Trade regulations, because the Board of 
Trade regulations certainly do not refer to each grade of officers. It refers 
to the total employees and each exchange bank has got a large number 
of Indian clerks, etc?—^I would not be satisfied ■with that. 

8986. Do you think it would be possible for Indian joint stock banks 
in the near future to get any material share of the foreign exchange 
business by training a certain number of Indians in this work?—When the 
business thrives and when more business is going, it should be yossible 
for the men who have been trained to form the nucleus of the staff re- 
•quired for an Indian exchange bank. 
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983. Mr. Khaitan : You mentioned the. Imperial Bank. But in the 
case of the cotton mills in the interioii^ the Imperial Bank do not get 
possession of the articles. Do they make up for it by a charge on the 
mil] itself?—Yes, if they do not take possession. 

984. How would you provide for that?—They will only get accommoda¬ 
tion on such articles as they could get possession of. 

985. If the Bank has no branch office in a certain place, what then?— 
They can send a I’epresentative to that place to take possession. 

986. You have said that not more than 25 per cent, of the paid up 
capital should be invested in a particular industry. You have fixed the 
capital at 50 lakhs; that means that the Industrial Bank is not to advano*. 
more than 12J lakhs—That is to start with. 

987. What is .12J lakhs for a particular industry? Supposing thd' 
cotton mill industry wanted assistance from the Industrial Bank?—^The 
capital can be increased in a few months. 

988. What do you mean by the word ‘capital’?—The paid-up capital of' 
the Industrial Bank. 

989. Would you include the reserves of the Industrial Bank 
in that?—To start with, there will be no reserve. If the capital and reserve# 
go on increasing, then this amount will also increase; instead of 12^ lakh# 
it will be much more. 

990. You say that foreign exchange banks should not be allowed td 
borrow in India more than 25 per cent, of their paid up capital and reserves. 

I suppose what you had in your mind was that there should be some 
restriction on their borrowing powers, so that the indigenous banks may 
get more deposits. Is not that so?—Yes. 

991. Could you tell the Committee what is your idea regatding the 
total paid up capital of all the banks? Have you calculated what 26 per 
cent, of that is? It will be over £45 million.—Yes. 

992. Is there much difference between 45 million and 50 million? 
Would you then be prepared to change your opinion now about the 25 
per cent. ? Do you not think that the restrictions should not permit of 
their taking much less than 25 per cent, of their paid up capital and 
reserve in India?—It is my opinion. I would not alter it. 

Chairman: Mr. Khaitan, it is no use now pursuing the matter further. 

993. Mr. Khaitan : How does your second condition work out in actual 
practice? Mr. Buckley told you yesterday that as regards advance# 
in India, they are more or less of a seasonal character. In the slack 
season they make less advances while in the busy season they make more 
advances in India. Would you take their minimum advances or maximum 
advances?—^The advances in India should be of a permanent character 

99-1. Could you define ‘advances in India’?—Advances against produoa, 
against shares; against properties; they are advances of a permanent 
character. 

995. Would you exclude all advances in respect of foreign trade? 

Mr. Lamnnd : Excluding the export bills ’—Excluding foreign busine## 
altogether. 

996. Mr. Khaitan: Yesterday you said in answer to Mr. Bamadaa 
Pantulu that the foreign exchange banks should be allowed to do intemri 
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8987. A separate Indian exchange bank or the foreign department of 
an e.xisting joint stock bank?—It may be either. 

8988. You are aware that at any rate two Indian joint stock banka 
have aJready started doing foreign exchange business, though they had not 
had the advantage of men trained by foreign exchange banks?—I know, 
of one bank; I do not know the second you refer to. That bank had the 
advantage of the Tata Industrial Bank from which they took over about 
30 assistants who were taken from other exchange banks in India and it 
was this staff that was responsible for chalking out the lines rn which 
exchange business was to be done and it was the organisation created by 
this staff which was taken by the Central Bank. 

8989. Was this staff Indian?—No, it was .European staff. 

Therefore, if an Indian joint stock bank wanted to start foreign exchange 
business to-morrow, the question of staff would not constitute a serious 
impediment, because if the Tata Industrial Bank managed to secure 
European employees) of foreign exchange banks by giving them proper 
terms, and it follows precisely what your ideas are about joint stock banks 
taking over Indian employees of the Imperial Bank, then no Indian joint 
stock bank need wait until a certain number of Indians have been trained 
by foreign exchange banks before they start foreign exchange business?— 
An examination of the reasons why Indian banks have not been doing that 
busiues’ in foreign exchange would reveal that it is not merely the ques- 
t'on of staff; it is a question of their having the requisite capital, the-' 
requislu j resources, the capacity to arrange for facilities at the i)ther end 
and also the capacity to bo able to boar any loss that would have to be 
borne in the initial stages by having the office in London for ''xainpls. 
Suppose a bank has a credit arrangement fixed up with one of the London 
bank.s; against that it keeps operating in the exchange market, but it can 
only do a limited business till it has a branch and that branch is able to 
get its signature accepted as good enough for bills in the London market. 
It would not be an easy matter for an Indian bank to compete with 
ekehange banks for business. As European importers and exporters are 
attached to so many banks, Indian exporters and importers are likewise 
attached to foreign banks. When an Indian bank starts business, it would 
not be easy for it to get business in the beginning; when a man wants to 
give up his connection with an exchange bank and come to an Indian 
bank, he would consider whether the Indian bank would continue to do 
tin's business for a long time and if he broke the connection which he has 
had with the foreign bank for, say, 20 years and if the Indian bank did 
not coiitinuc- for more than a short time, whether he would get back the 
same facilities if he were to go back again to them. There would thus 
be so many difficulties in the way of Indian banks doing exchange business ■ 
at the present moment. 

8990. Therefore the lack of trained Indian staff is not immediately a 
material consideration?—No. 

8991. As a matter of fact, we have been told by the Managing Gov¬ 
ernor of the Imperial Bank that if the restriction against foreign business 
was withdrawn, in the case of his bank, they would be able to tackle a 
large volume of the foreign business in two years’ time and that led me 
to thiuk that perhaps there was not sufficient substance behind this line 
of argument of yours, j.e., that all you want is trained Indian staff?— 
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A'feo careers for our trained men. Why do we want Indianisation of ser*. 
vices? We want to open for our young men good careers. The ixperienoe 
gained by these young men will not be lost; it will bear fruit one day or 
othi r, meantime it will open out careers for our young men. 

8992. I mentioned this because you have stated in your memorandum: 
“But biich a view overlooks the fact that exchange banking is a liighly 
technical matter in which experience counts for a great deal more than 
people can imagine and the staff of the Imperial is ill-fitted for such a 
venture.’’ That is why I tried to find out whether you consider that thel. 
absence of trained Indian staff constitutes the only difficulty in the way 
of Indian joint stock banks embarking on foreign exchange ))usinass?— 
If the Managing Governor of the Imperial Bank said that the training l6 
not so difficult as I have taken the view, he must be more competent'to 
speak in the matter. 

8993. He did not speak about training. He said that if the restriction 
v/as removed, he should be able to take up foreign exchange business Ln a 
short lime?—It is not a training that should require a life time to acquire, 
but it is a difficult training, and if opportunities could be afforded to our 
young men, it is a thing to be welcomed. 

8994. Therefore if this Committee were to prefer that an Indian joint 
stock bank should acquire a foothold in the field ot foreign exchange and 
that it is more important than switching off the Imperial Bank into the 
field of industrial long-term finance, you think it would not bo unreason- 
able on their part to arrive at such a conclusion?—I presume I am right 
in understanding that what you suggest is that instead of the Imperial 
Bank converting itself into an industrial bank, it would be far simpler 
and better that it should convert itself into an exchange Bank. 

8995. Not ‘convert’, that it should be allowed, i.e-, that the present 
restriction should be withdrawn?—Certainly, if the Imperial Bank has the 
necessary capital and necessary reserve, also if the London office and the 
London Advisory Board are able to undertake exchange business without 
the difficulties which stand in the way of other Indian banks. 

8996. You say that it would be open to India to impose those restric¬ 
tions wdiich foreign exchange banks have to submit to in other ■'■ountries. 
Do you mean to say that it is open to India to place on foreign banking 
in'stitutions restrictions similar to those which the foreign, bank’s country 
of origin Imposes on non-national banking institutions in that country?— 
Yes. 

8997. I have three questions on the subject of indigenous banking. 
You say that you would welcome legislation calling upon indigenous 
bankers to register themselves and publish at least half-yearly statements 
of their assets and liabilities. Would you kindly tell the Committee whether 
you propose any counter advantages to be offered to the indigenous bank¬ 
ers to make them accept your proposed registration willingly? 

(2) You say that all the indigenous bankers will have to be brought 
within the orbit of the Central Bank (I take it you mean the Beserva 
Bank) and other organised institutions Would you kindly tell the Com¬ 
mittee what relations,you contemplate to exist between these indigenous 
bankers and other banking institutions and what particularly would be 
the relations between the indigenous bankers and the Eeserve Bank? 

3 P 2 
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(3) Would you kindly refer to the following note indicating certain 
alternative methods that have been suggested to the Committee for link¬ 
ing up the indigenous bankers with the Central Banking Institution? The 
Committee would be very glad if you could let them have your views on 
these suggestions: 

(By inaigenous banker is meant any individual or private firm receiv¬ 
ing deposits and dealing in hundig or lending money.) 

One of the Provincial Committees has pointed out that whatever be 
the prejudices against the professional money-lender, he lies outside the 
category of indigenous bankers and every one is agreed as to the desirabi¬ 
lity of recognising, preserving, and developing the indigenous system and 
adapting it so as to make it a part of a National Credit system. For this 
purpose two suggestions have been made, one by a Provincial Committee 
and the other by an Indian Chamber of Commerce: — 

Suggestion 1 .—The shroffs should be linked with the central banking 
institution of the country as its agents. The scheme in rough 
outline is as follows:—Instead of opening new branches in any 
part of the interior of the province, the central banking insti¬ 
tution should select from the local shroffs or indigenous bank¬ 
ers a banker of good standing and reputation to act as its 
agent in that place. The banker selected to act as an agent 
should lodge with the bank securities of amounts that may be 
mutually agreed upon, having regard to the volume of business 
and other considerations. He should guarantee the minimum 
of business he is expected to secure at that place and in return 
receive adequate credit facilities at a preferential rate of 
interest and make advances to local customers at a profit, 
subject to the condition that he should not charge to his 
customers a rate of interest exceeding 2 per cent, over the rate 
he is charged by the bank. He should allow periodical exam¬ 
ination of his books by the bank’s inspector and submit to the 
bank half yearly or yearly balance sheets. This scheme should 
be introduced tentatively at selected places where there is no 
organised bank, either joint stock or co-operative. The fund? 
received by him from the bank should he employed by him 
at his own risk in making advances within sanctioned limits 
and subject to such other general conditions as maj' be pres¬ 
cribed by the bank. 

Suggestion 2 .—The Eeserve Bank when established should give the 
indigenous bankers the same facilities and concessions ns to 
the joint stock banks. It is necessary that the restrictions im¬ 
posed upon these indigenous bankers must take into account 
their peculiar needs. For this purpose the following recom¬ 
mendations have been made: — 

(1) There should be a schedule of indigenous bankers similar to 

the schedule of joint stock banks included in the Reserve 
Bank Act to whom certailn recognised financial facilities, 
e.g., rediscounting should He given. 

(2) Such indigenous bankers who may conform to the standard fixed 

by the Eeserve Bank for the purpose should be included is 
the schedule. 
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(3) The account books of the scheduled bankers may be periodloslly 

inspected by the examiners appointed by the Eeserve Bank. 

(4) They should be allowed to carry on business of commissiaiS 

agents along with other banks. 

(5) They should be prohibited from trading on their own account. 

(6) The rates charged by these bankers to their clients should not 

exceed the bank rate by a certain percentage, say 2 per cent. 

—If you prefer to do so, these three questions can be taken together. We 
are now coming into more difficult problems. I am afraid, in answering 
those three questions, especially the last one, that I would be more of a 
destructive critic than of a constructive one. I have myself been unable 
to formulate any definite plans or proposals, whereby this linking up of 
the indigenous shroffs with the banking system which I consider essential 
could be carried out. 

8998. This is a very important matter and if you think that by having 
more time to consider the matter you would be in a better position to 
give us your views, I am willing to give you time and in that case you 
can send us a memorandum embodying your views on these three ques¬ 
tions. If, as you say, your views are going to be destructive, we will have 
to pay great value to them as you will recognise they would not help us. 
If you do not like the methods suggested, it is open to you to say so, 
but you may have some counter suggestions or modifications to make?— 
I would prefer to be "given an opportunity to send a memorandum on these 
three questions. 

8999. Sir Hugh Cocke: About this scheme of yours’ for prescribing that 
banks shall not be required to write down their securities below a certain 
figure, it practically amounts to this in the case of redeemable securities 
which have depreciated below the redeemable point you will provide that 
the banks would only be required to write investments down 1 or 2 pointn 
below the redeemable point but not as far as the market has gone?—^Yes. 

9000. Then Sir Purshotamdas Thakurdas put a question to you about 
the public inference and you said that the public would not be entitled to 
know. If such a provision were recommended by this Committee and if 
it became law it would be very essential that the holding of each of those 
loans should be stated. Do you suggest it should not be necessary? I 
am suggesting to you it will be necessary for the bank to state in the 
balance sheet the amount of each loan held and the price at which it 
stood?-—As a matter of fact now wffiat is being done is exactly what you 
are stating. Banks to-day, at least in two cases that I know of, in their 
balance sheets show the cost price as well as the market price. For the 
whole difference they are not providing depreciation. They are only pro¬ 
viding for a portion. Strictly interpreting the Companies Law as it is 
to-day it is not necessary to give the market price at all. The bank at its 
option can give either the cost price or the market price. It is the 
auditors who insist upon the market price as well being given. 

9001. That is so. With reference to the question of State audit which 
ycu are advising, I think you said that they would not be necessarily State 
auditors but specially appointed auditors by the Eeserve Bank or the 
Government. Do you want the auditor to be wholetime State official?— 
That is my idea. 
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9002. You would not allow Government to appoint ordinary profession- 
al auditors?—If you see instances of bank failures you will find ihat it is 
the collushin between the auditors and the management that has been the 
yenl cause of the public not knowing the position of the concerns in time. 
That happened in the case of the Karachi bank, Boulton Brothers, 
Alliance Bank and so on. 

9008. I do not think I can accept that statement but your point is that 
the auditors of ordinary banks should be auditors of some seniority and 
nhould be men of experience and at least 6 years’ standing?—Yes. 

9004. In regard to the special audit which would be undertaken at the 
instance of the Reserve Bank, I am not quite clear whether you will have 
auditors attached to Government who will conduct these audits or any 
prescribed list of firms who will do these audits?—It should be [)ermanent 
officials of Government that should do this work or the Reserve Bank; 
but I 4 m certainly for certain firms being allowed to do bank audits like 
that. 

9005. Mr. Manu Subedar : You have referred in your memorandum to 
Indian aspirations in the field of banking, shipping, insurance and oth^ 
directions. You are aware of the efforts made by Indians in shipping, in¬ 
surance and other directions and the kind of competition that India has 
had to face. Have you reasons to suppose that if an Indian institution, 
less strong than the Imperial Bank, started foreign exchange businesw thed; 
would not be subject to the same kind of heavy competition by the ex¬ 
change banks?—Whether the Imperial Bank enters the field or not, com¬ 
petition is there even between the exchange banks. 

9006. You know' the kind of competition which occurred in shipping 
business where passengers were not only carried free but were given some 
pockel, money. Have you any reason to suppose that foreign merchant* 
engaged in banking would be less deadly in their fight?—I do not think 
there is that ring m the exchange banking business. There has been 
no combine of any kind. 

9007. You do not apprehend such competition?—Competition is there 
and is bound to continue, but it is not the kind of competition that the 
Indian shipping companies met with. Such competition will not obfain 
with the exchange banks. 

9008. You also refer in your memorandum about the problem of 
Indian joint stock banks versus exchange banks and the need for creating 
a congenial atmosphere in which the Indian joint stock banks will not 
only survive but extend. You would therefore have all necessary provi¬ 
sions made to safeguard Indian joint stock banks against any serious com- 
petit’.on from foreign banks?—I said so far as national banks are concerned, 
they are certainly entitled and they have a right to claim some .aieasure 
ef special facilities, especially as they will be new concerns starting in the 
country where there is proverbial shyness of the depositor and there is 
the difficulty of raising the necessary capital. It is certainly necessary 
therefore to give some facilities in the earlier stages. 

9009. You are aware that one of the “Big five’’ among Indian joint stock 
banks has already been acquired by a foreign bank ? I refer to the Allah.abad 
Bank which has been amalgamated with the P. and 0. Banking Corpora¬ 
tion?—Yes. 
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9CA0. Attd tif^e 1b xiCtbliig ih law to prevent, Indian banka being itSofO. 
bver by otker foreign banks? — Likewise we can also purchase fcM’eign bank¬ 
ing concerns. 

9011. There is nothing to prevent the Lloyds Bank to purchase thp 
Imperial Bahk. Would you there'fore suggest that something should be 
done I'y the Banking Board which yon are contemplating of To prevent 
this?—In regard to that I entirely agree with you. There is risk botii in 
regard to the insurance and banking companies at present, and there has 
boon Jot of abuse. Take the case ot the Alliance Bank. It was possible 
for Boultons to invest 16 lakhs and get control over the bank and then, 
take away Rs. 6 crores. We know of several instances of insurance cobi- 
panies as well. There is the risk in these credit institutions that by a 
biubII outlay they utilise these institutions and get large funds which they 
use fo:‘ their own personal purposes. 

9012. With regard to the position in Canada, for example, no foreign 
bank is allowed to operate. Foreign banks must register themselves under 
the Canadian law and then they become members of the Bankets’ 
Association and later get the licence from the Minister after becoming a 
Canadian bank in every respect. In your term of licence which you have 
mentioned do I take it that the licence would involve the revelation of 
the affairs of the foreign banks in all their aspects. Would they be com 
polled under the licence to show what their position is?—They will have 
io reveal what their business in India is on the same lines as other Indian 
banks. 

9013. They will have to produce balance sheets just, like Indian joi^ 
stock banks. Is that yoTir idea?—Just like the insurance companies whicn 
show their business in India, these foreign banks also will have to show 
their assets and liabilities in India and I take it a similar step is not im¬ 
practicable. 

9014. The composition of the balance sheet of a foreign bank at present 
showing the entire position of the bank all over the world does not givp 
any guarantee to anybody. It is a difficult position. When, even accord¬ 
ing to you, depositors in India find it difficult to understand an ordinary 
balance sheet, do you mean to say they will be able to make head or 
"tail from these composite balance sheets?—Balance sheets of foreigh 
Cocnpaniey give the particulars as required by the laws of their countries. 

9015. Balance sheets of the foreign banks are shown as a composite 
stnli'inent and we do not know their advances in India?—We do mt know. 

9016. Is that not an unsatisfactory position?—I said just as the iti- 
Burance business is showing their Indian business separately, it should be 
possible for exch>nge banks to do likewise. 

9017. If a bank was registered in India under the Indian law, with 
Ind'.nn rupee capital and Indian directors and showing balance sheets just 

apy other Indian joint stock bank does, is there any inherent difficulty 
|or iJiese banks to operate as exchange banks in this country?—^There is 
no prohibition from their doing so at present. 

9018. Therefore if one of the exchange banks wanted to register itSCH 
m rupee capital, it can do so and still carry on its business in thft 
MftTn n way as it does to-day?.—When they start a separate show in India, 
4liey cannot command the same confidence in the London money market 
witlx regard to rediscount facilities and other things. 
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9018. WDuli have the same experience in the buBiaess?—li It 

quite SO- hut whether they will have the same credit in the London money 
market is the point. 

9020. There is nothing inherently wrong?—^It is a question which has 
got to be considered very carefully before a proposal like that is recom¬ 
mended. 

9021. With regard to the silly depositors who give a bounty to foreign 
banks by going there and depositing their money to the prejudice of Indian 
institutions which have to work in competition I take it that if something 
could be done by which these people may be prevented from giving a 
bounty to a foreign institution you will approve of it ?—^If the Indian banks 
can show that they enjoy some confidence from Government, it should 
enable them to draw their own deposits rather than by any restrictive 
legislation. 

9022. You know the ruling rate on deposits which the foreign exchange 
banks give?—Yea. 

9023. And you know the yield from Government securities?—^Exchange 
banks are able to get money at per cent, on their three months’ 
deposits when the Government are willing to pay 4 per cent, on treasury 
bills. There is a class of depositor who has been used to put money 
with these banks and even the oSer of treasury bills does not attract him. 

9024. You know the deposits in the foreign banks are not only quita 
sufficient for their foreign business but also enable them to do intefnal 
business?—They certainly do internal business but to say that their 
deposits in India are sufficient for their business would not be correct 
throughout the year. In certain periods of the year they are overdrawn 
on London. During the slack season they remit thc'r funds back to London 
and in that period whatever spare funds they may have they utilise in 
purchasing treasury bills and so on. 

9025. I read a quotation from your Banking Number in which the 
Chairman (Mr. Beaumount-Bease) of the Lloyds Bank addressing the 
members of his bank at its annual general meeting is reported to have 
said that it is not the practice for foreign banks working in India to draw 
on the London money market. His actual words were “The total oi 
deposits received in that country (India) largely exceeds the amount of 
our advances and no portion of our deposits at home is used for the pur¬ 
pose of making loans in India”. Then how do you substantiate your state¬ 
ment that these banks used to draw on England sometimes in the year?— 
That is why we have summed up the article in the following woi’ds “It is 
hardly possible to generalise one way or the other; and all that can be 
said is that if the Chairman of the Lloyds Bank knew that what he stated 
for consumption at home would be used for propaganda abroad, he 
would have put in qualifications and modifications to his statement”. 

9026. A statement made by an important member of these foreign 
exchange banks cannot be incorrect. Probably he might have been un¬ 
wise in letting the cat out of the bag?—How can you make any statement 
about an exchange bank which can be said to be the same all the year 
round. 

9027. They are giving certain rates to the depositor at present which 
are actually under the yield of Government securities and they are still 
able to attract a certain portion of the business. If they give 1 per cent. 
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more thac they do at present for their deposits would they not be able to 
attract more deposits? Whenever a banker thinks he could draw mot« 
money, there is nothing to prevent him at present from paying more for 
his deposits?—^If the deposit rates are increased the confidence of the 
depositing public in that bank will also decrease. At present the pubKo 
have more confidence in such banks because they feel that in spite of the 
fact that they offer lower rates than even the Government do, still they 
are able to attract large deposits and so the bank must be quite sound. 

9028. Exchange banks are now in the habit of giving low rates and are- 
attracting certain volume. At higher rates they can attract larger 
volume?-—It may be possible. 

9029. In fact it has been suggested that bankers can encoursige 
thrift by giving higher rates. There is nothing to prevent them attacking- 
the field of banking still further and more intensively by offering higher 
rates of interest and taking more deposits. There is an open door at 
present?—I agree. 

9030. Chairman : If the exchange banks increased their deposit rates, 
your view is that instead of their deposits being increased there is the 
possibility of their deposits falling off?—That is my point. 

9031. Mr. Manu Subedar : You would thus imply that if the Indian 
joint stock banks quoted half per cent, less than they do at present, their 
deposits would increase?—Hanks which are very particular to ndhere tO" 
their: rates get money easier. 

9032. It is absolutely an open door at present. Is that position BatiB-> 
factory?—As I have said, there are historical factors which have to be 
borne '.n mind. 

9033. Would you leave the position in regard to the foreign banlm- 
working in this country exactly as it is to-day? Do you think it is satia- 
factory or unsatisfactory 7 I want to put it to you from the point of view 
of the safety of Indian deposits. You know there are 17 foreign exchango- 
banks working in this country now and there is nothing to prevent further 
invasion, for example, a bank from Moscow might put up its board here 
to-morrow. Would you allow this danger and absolute freedom for 
foreign banks to jump in as and when they please to continue?—^'The 
hcensing authority would exercise judgment in this matter. 

9034. It is only on matters of some little detail that I am asking you?-— 
Having regard to these factors they will properly judge on the respective 
merits of the applications. 

9035. What would be your objection to restricting at least partially the 
operations of these foreign banks?—What do you mean by partial- 
restriction ? 

9036. Mr. Manu Subedar: What would be your objection to the prohibi¬ 
tion—^partial or complete—against deposits going into foreign banks?—^I do- 
not think it is feasible. Total prohibition would mean that they will not 
take deposits in this country but that they will derive their working capital' 
from the country of origin. 

9037. If they want Indian deposits, let them register themselves here; 
if they do not want Indian deposits, they are perfectly at liberty to bring 
money from elsewhere. Do you think that the restriction ought to come in 
gradually?—I would like to refer you to the system in America which is- 
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^erhiipB the only iytftem under Vhich foreign banks have restrictions of the 
kiiid you inention. 

But fhere, as you perhaps know, the foreign banks can opetx 
branches but cannot accept American deposits; while in other countries 
fdreign banks cannot open branches; and I consider that the deposit res¬ 
triction is a mild restriction. Would you be opposed in principle to this 
restriction?—Is it or is it not right for India to conserve her capital tor 
her own institutions and through her institutions for her own trade and 
industry?—I do not think a restriction like that will be feasible or even 
advisable. 

9039. You would be opposed in principle to this reE^riction?—^Not in 
principle but in practice. Do you not think the importance of the Indian 
money market has increased by the presence of these foreign banks in 
India? I think a free money market like that should be a more dignified 
thing. 

9040. Do you think that the 75 crores of Indian deposits with these 
foreign banks is a matter which compensates us for the presence of these 
JdrSign banks?—You could get a good portion of that 75 crores for our own 
Indian banks. 

9041. I do not want that money should go to Indian banks; I ipean 
that Indians should not put their money into the eJcchange banks?—It is 
rather difficult for me to reconcile myself to the kind of restriction you haVe 
Suggested, not even partial restriction, 

9042. Are you prepared to follow what you yourself have described as 
thu American practice regarding restrictions ?—^That is not true of every 
country. 

9043. Would you leave the door open?—^I would not leave the door open 
hereafter. 

9044. What about the deposits?—So far as the deposits are concerned, 
I would leave it to the sense of patriotism of my countrymen and the 
bbhfid'ence which our Indian banks are able to inspire in the public. 

6045 . If a few of these foreign exchange banks resolved to run their 
institutions on Indian lines?—I would certainly recommend them. 

d04Q. Would you give them preference over others which are not re¬ 
gistered?—What kind of preference? 

9047. In respect of the right of taking deposits in this country?—^This 
assumes that the other institutions ought to be denied this concession. 
Giving them additional facilities means restricting the facilities of the other 
banks; and as I have said, I am not in favour of restrictions. 

0048. Mr. Buckley : I understood Mr. Manu Subedar to say that there 
tvas nothing to prevent exchange banks offering higher rates for depo¬ 
sits and that would make competition more deadly. I put it to you 
that if the exchange banks offered higher rates for deposits, they would 
thereby have to raise their lending rates, and this would make competition 
less deadly, if the Indian joint stock bank’s rates remained unaltered?— 
Do you refer to that portion of the business of exchange banks which 
pertains to internal business? 

9049. No, I mean their lending rates for overdrafts and cash credits, in 
tiibt those classes of business in which commercial banks are also intsresfc- 
,,^?_That Is, What you will be gaining in depoMts you will be losing Id 
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advanoee. But the deposits will be drained; and your competitioh in 
regand to advances will be less and your competition in regbrd to ddpbsitb 
•will be there. 

9050. I do not see how it would be more deadly?—One thing is certain 
that exchange banhs will be able to draw more funds. 

9051. Sir Purshoiamdaa Thdkurdas: You discussed in full the question 
of 'Government securities and their valuation in the balance sheets of 
hanks. You said that banks generally hold Government securities till't^ 
fiBriod of redemption where the period is a reasonable one, say, 20 years. 
I suppose you v/ill agree that the institutions which are interested in in¬ 
surance naturally hold these Government securities more surely ti l the fuH 
period of redemption than the banks do. Therefore would you recommetld 
the same thing with regard to their balance sheets—not valuing Govern- 
aaent securities at the market value but only allowing a depreciation o# H 
|)sr cent. ?—I would. 

9052. Do you think an Actuary will pass a balance sheet of that natur*? 
—An Actuary is interested in the difference between the assumed rates of 
interest and the actual rates of interest which is more valuable from his 
point of view than the market va^ue of the Government securities. In 
order to arrive at a profit which is to be distributed among the 
holders, the market value of the Government seciu-ities does not count Wit® 
ihe Actuary. 

9053. You said you would like this Committee to collect statistics re- 
igBrding gold and you felt that this Committee might usefully do that. You 
indicated to us the quarters where such statistics could be collected; yttft 
named certain Indian States and certain provinces. I must say it is a very 
useful suggestion. I want to know what method you would employ in 
wder to get at these statistics. Ob'viously you would write to these States 
and they would not reply. Regarding the Punjab and Bombay, which yen 
named, can you indicate the lines on which we should proceed?—You knotv 
a good deal of gold goes by p>ost and in people's trunks. Is it not?—^YeS. 

9054. Do you think there is any feasible method by which you could 
assess the quantity of gold in this country? Is there any machinery which 
this Committee could employ with the most patient labour? Let me put 
it to you that it is impossib’e?—The only possible method I can suggest 
is to assess the imports of gold into India. 

9055. But, Mr. Rangaswamy, you know that that will not help you to 
arrive at a correct estimate of all the gold available in the country. Td 
my mind what you expressed in the course of the discussion is merely A 
pious wish and that there is no feasible method by which this can be dOhfe. 
If it were possible, this Committee cou’d employ ten rfficers for the purpose. 
But as I say, it is impossible. Do you agree?—I understand the difficulty 
of the task. After all what I said was a mere suggestion for consideratiod 
by this Committee. 

9036. I say there is no feasible method by which this can be done un* 
less you take a regular and detailed census of it and you open people's 
trunks, and these are methods which you do not favour. It has bssn Sug¬ 
gested to me by the community of Indian ahroffa that unless Govemtnsdt 
'took steps to do what is called Zabardaati^ it oould not be done?—Yet, 1 
realise the difficulty. 
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trade unless there were sufiBcient indigenous banks. Do you mean to 
suggest that no restriction shodM be placed upon the foreign exchange 
banks going into the interior and competing with Indian banks?—No; I 
have already explained that wherever they want to open any branches, 
Government’s permission should be obtained. 

997. Supposing that the Government allow the exchange banks to 
start branches in the interior, would not that stand in the way of the 
indigenous joint stock banks doing business?—Yes, it would considerably. 

998. Would you not like to prevent such a possibility occurring?—Sup¬ 
posing at one place there are no banks and if exchange banks want to 
go there for certain reasons, they should be allowed to have branches 
there, as otherwise we shall be withholding banking facilities from that 
place. 

999. Would you not, on the other hand, desire some sort of scheme 
whereby some Indian joint stock banks might be helped to start a branch 
there?—I would certainly prefer that if it could be done. 

1000. ChairriLan: What kind of assistance would be needed ?—If the 
question is one of financial assistance, what is the good of that bank 
going there? Every bank would naturally consider whether the business 
that is offered is profitable or not. But if the foreign exchange banks 
prefer to open a branch at a certain place, where there are no banking 
facilities, I would not prevent them from going there. 

1001. Are there indigenous bankers everywhere?—I cannot say. 

Lola Harhishan Lai: In the Punjab we have found that there are 
only 60 indigenous bankers. 

Chairman: Mr. Khaitan is apparently confusing the indigenous banker 
and the indigenous money-lender. 

1002. Mr. Khaitan : We have talked of the Industrial Bank and 1 
believe certain questions were asked of you about the State Aid to 
Industries Act. Have you got any experience of its working at_ the 
present moment?—I had nue or two instances in which State aid was given. 
I do not know about the other provinces. 

1003. Are you aware that at the present moment assistance given 
under that Act is of a very spasmodic nature?— J do not know. 

1004. Sometimes a provincial Government can include a grant in the 
budget and sometimes they cannot. Would you like that to be placed on 
a better footing?—^Y'es, before the Industrial Bank is started. 

lOOo. You remember that the State Aid to Industries Act is 
primarily intended for cottage industries. Do you think that an all-India 
Industrial Bank would be able to finance cottage industries?—No. 

1006. There might be industries in the interior where the Industrial 
Bank may not reach. At those places do you not think that help given 
under the" State Aid to Industries Act will be very welcome?—Such help 
could be given by the co-operative banks. 

1007. But if the industries are of such a large nature that the co¬ 
operative banks cannot give all the help required, what then?—Then 
of course, state aid is essential. 
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9057. Dt. Hyder: As a matter of fact I myself have felt great difiBoulty 
in estimating the total amount of gold in a province because of the differ¬ 
ent ways in which gold is treasured. It is hoarded in the form of orna¬ 
ments, sovereign, etc. It might be possible to come to some sort of rough 
guess by the indication that might be given by reports to the police. But 
surely that will not give us the total quantities of gold in the country?— 
After all, these things have to be estimtaed by the method of sampling. 

9058. After all, his indebtedness has got to be removed and you wiH 
have to find out what is the indebtedness, and it is a surmise or a guess. 
But we would come nearer the truth by making our guesses a little more 
exact. That is the only basis of approach. It occurs to me that short of 
Zabardaet the only method I can think of is that we might get some clue 
from the reports of thefts. 

9059. Sir Purshotamdds Thakurdaa: Jewellery does not include merely 
gold, it is gold and precious atones. What I was thinking of was that you 
being a statistician you would want something to rely upon and all these 
are mere efforts at guess?—I do not think we can get really anything like 
reliable statistics on gold; it should be mostly impression and guess work. 

9060. You know that so much gold was imported and so much exported; 
barring what was exported across the borders which evade the customs, 
you can have a record of the rest. Can you get at anything else?—Of that 
a good portion has gone in the form of ornaments. 

9061. We will deal with ornaments; that is gold in the country any¬ 
way?—Yes. 

9062. Eegarding your gold certificate system which is a constructive 

scheme, and you have put it very modestly, I want to understand a little 
more. You said that people should be told that if they came and gave 
gold. Government would give them a certificate carrying interest at any 
rate varying from 4 to 5 per cent., that it would be a five years’ gold certi¬ 
ficate, that if they wanted it at the end of 6 months, the rate of interest 
would be so and so and so on. I wish to know whether Government should 
give a stated quantity of gold at the end of 5 years or gold worth so many 
rupees. IStippose the gold rate to-day is somewhere about Rs. 21-8-0 a 
tola and I come and deposit 100 tolas of gold, which is worth Bs. 2,150. 
You give me a gold certificate for that amount. At the end of 5 years, 
would I get 100 tolas of gold or would I get Rs. 2,150 worth of gold?— 
You will get 100 tolas of gold. ' 

9063. Irrespective of what the price of gold was? It may be Rs. 19 
or Rs. 25. Would you give the man who gave you 100 tolas of gold a certi¬ 
ficate to this effect "Received from so and so 100 tolas of gold to be 
redeemed at the end of 5 years in 100 tolas of gold, in the meantime 
carrying interest at per cent, on Rs. 2,150?’’—Is that correct—Yes. 

9064. Dr. Hyder: The interest might also be in gold?—It would be 
paid in rupees. 

9065. The suggestion in one of the Provincial Committee’s reports was 
that the depositor was to have the choice of being repaid either in cash or 
in gold plus interest in gold. 

9066. Sir Purshotamdas Thakurdas: According to the witnesses’ scheme 
the interest is to be paid in rupees according to the quantity of the gold 
and the gold is to be returned during the period at any tim«' asked for?— 
Yes. 
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9067. How would this gold be useful to Government?—Government 
need not sit on the bar gold as it can be removed to Calcutta, Bombay or 
London and may be returned. But ornaments proper have to be retamed 
at the particular place where they are deposited. The Chairman gave you 
the instance of Amritsar; the ornaments will have to be there for five years, 
is that not so?—Yes. 

9068. Barring the privilege of paying interest on them at, aay, 4J per 
cent, or at such percentage as the various parties permit when the orna¬ 
ments are withdrawn, what advantage does the State get?—They make it 
the basis of currency. 

9069. Therefore, your point is that if at Amritsar one lakh tolas of gold 
ornaments were deposited Government would issue against it one lakh tolas 
gold certificate to the lenders?—Yes. 

9070. On that Government would issue currency to the extent of what¬ 
ever ratio is fixed thereon?—Yes. 

9071. Suppose, say, during the month of falgoon when a number of 
marriages usually take place, 50,000 tolas of gold were asked for out of 
these deposits. Government have got to deflate at once a proportionate 
amount of currency and it may coincide with the season months. Do you 
see any objection to it?—I looked at it from the point of view of banks, 
there are withdrawals and deposits and at the same time a certain level 
of current accounts is maintained. In regard to these gold deposits also 
there would be comings in and goings out and a certain level will have to 
be maintained, so that there may not be that amount of disturbance which 
you anticipate. 

9072. After 4 or 5 years’ experience you will come to know the quantity 
of stable ornaments that will remain with you and to that extent you 
will have to provide additional reserves in the Reserve Bank. You have 
got to deflate, whatever the percentage, thrice as much or 2^ times as 
much?—After all we are not going to issue currency to the full extent 
permissible by law. It may fluctuate, so that in the contraction we can 
adjust ourselves from time to time. If I have given myself a good margin 
at the time of expansion, fluctuations of that kind could be eliminated. 

9073. In fact it would be correct then to eay that inflation of currency 
against gold ornaments may be on a more conservative basis than inflation 
of currency against bar gold, because gold ornaments cannot be transferred 
and you will have to do it to a smaller extent?—On the whole most 
Central banks do keep a kind of much higher reserves of gold than what 
is actually prescribed by law. 

9074. Bar gold?—Take to-day for example sovereigns in England. The 
Bank of England is giving only standard fineness and that gold is not 
tenderable to the Bank of France or the Bank of Belgium or the Switzer¬ 
land Central Bank, with the result that the men who buy thai gold have 
to refine it in the London market and then tender it. 

9075. The only diBerence is that ornaments have to be earmarked?— 
No, the turn for the ornaments will come after our other gold resources 
have been exhausted. 

9076. J^o, that is why I mentioned that the turn would come just when 
you are in the most normal period, i.e., a heavy marriage season. In m 
certeun province you know what it is like when in a month or two months 
you get hundreds of marriages. I shall give you a serious aspect of ft. 



}e«} 


S*ippOBe there is a ciiisis, a War or something across the bolder, something 
which may obsess the people and make them feel that they had best take 
their belongings and keep them under their own houses. Would this not 
be a serious handicap ?—I know it is a contingency which the State has got 
to take cognisance of.—Can you teli me what your view is?—In a crisis, 
there should also be a moratorium o'- MhM’tv with the person. 

If it is a very serious crisis, it would certainly be justifiable. 

9077. Suppose you have a crore of tolas of gold and 21 crores of rupees 
outstanding. Your inflation of currency may be 42 against it. Wh'it 
would happen if a crisis occurred, say like the Great War of 1914?—We 
would lighten our reserve restrictions and make it more liberal. After all 
this gold certificate scheme is more of an educative nature and you cannot 
utilise it for acquiring currency for the industrial system of the country. 
Its main value lies in its capacity to train people in the habit of invest¬ 
ment 

9078. I am very glad you mentioned that. If you have put this scheme 
forward with the idea of accustoming people to part with their gold and 
give it to the State, hoping that in 10, 20 or 30 years’ time the people 
of India would give up the hoarding habit, you would like it to be tried 
only on a restricted scale and not on such a sca’e as may affect the 
currency of the country in a crisis?—As a matter of fact, it is more au 
experiment to find out the possibilities of self-help. Till that experiment 
has reached a stage when we can depend upon it and till Government kno v 
how much they themselves can depend on it, the steps taken in regard 
to its inclusion in our currency reserves should be very cautious. 

9079. You would like the experiment to be made on a very modest 
scale?—^In the beginning we have to find out whether we can bo selt- 
reliant in regard to gold supplies. As you know from Mr. Benjamin 
Strong’s evidence before the Currency Commission, the chances of India 
getting gold from outside countries are very poor and a gold standard is, 
in my opinion, a most urgent necessity. In other words, we have to find 
out whether this experiment in self-help can stand by us and if it is 
successful, it is worth the expense that might be incurred on it. If it is 
unsuccessful, then we can find out how wo are going to tap the world’s 
market. 

Mr. Lamond: It seems to me that if gold is got for the Currency 
Department and a gold certificate is given, the Currency Department can 
permit the use of that gold for five years. 

Sir PuTshotamdas Thakurdas ; If you take, say, 20 tolas of gold to the 
Currency Department, they would give you a receipt for that gold to be 
returned on demand with interest accruing. You can demand the return 
of the gold in 3 months. 6 months or 9 months or any period up to 5 
years, they will return to you the gold plus the interest accrued. 

Mr. Lamond: Government carries an obligation to cash the certificate. 

Chairman : It is a form of security. 

Sir Purshotamdas Thakurdas: The gold is returned: there is only the 
interest outstanding. 

9080. Chairman ; The scheme is to be confined only to gold ornaments 
and not to jewellery and you are contemplatingr a limited experiment at 
certain centres for certain classes of people. There may not be much' 
gold forthcoming in that case, because among most classes jewellery is' 



ipore in vogue than gold ornaments?—^That is so. As a matter of fact, gold; 
and precious stones are mixed. 

9081. Sir Purshotamdas Thaknrdaa: Those ornaments would not be- 
acceptable ?—No. 

9082. When gold ornaments are brought to the treasury in accordance 
with such a scheme, they have to be tested for their fineness. The orna* 
rpents have always some alloy and at times they have also foreign materiala 
inside. You would perhaps restrict the scheme to gold ornaments of a 
certain make on'y, not accept every gold ornament tendered ?—For example, 
not gilt. 

9083. I know some middle classes have gold ornaments which are 
hollow, stuffed with lac Inside. You cut that out and accept only gold 
ornaments of a standard type which can be tested and weighed for fineness. 
Therefore there would have to be an expert staff to do this work?—^Yes. 

9084. There are for example what you call choksics in the bazar in 
Bombay, they merely rub the gold ornaments against a stone and say it 
has 97 touch or 100 touch; they do it very well and as a matter of fact 
all go’d ornaments are tested and paid off in this way. I suppose it 
wou’d not be good enough for a Government Department?—It would have 
to be more scientific. 

9085. If you want to have it on a fairly large scale, you would have to 
have an expert staff. Have you considered this point of view?—The 
difficulty of assaying and fixing the exact price is very great. Whether a 
sufficient number of experts would be available and whether it would be 
worth while to engage them in many different centres are very difficult 
points to be decided. 

9086. Choudhri Mukhtar Singh: Is there not a gold testing machine? 

I suppose it is not a very costly machine?—My proposal is to appoint an 
expert, say for four districts; so that he can travel about and do the work 
one day a week at each place, 

9087. There would be difficulty in that?—There are various difficulties. 

9088. Sir Purahotamdas Thakurdas: Eegarding Indians taking to ex¬ 
change business, do I understand you correctly to say that you do not 
look upon the question of staff capable of dealing in exchange business as 
a dominating difficulty?—No. 

9089. It is one of the difficulties, hut it could be got over, as you, 
yourself said the Tata Industrial Bank carried on?—Yes. 

9090. It has been put to us in the course of evidence by various Indian, 
commercial banks that the whole difficulty of Indian banks taking to com¬ 
mercial business is not the question of staff, nor the question of patriotism 
of the people in going to banks of their own nationality, but the question 
of having a fair field for the operation of such banks. Do you agree with 
it?—When you say that they have the clients coming to them, what do you 
mean by saying that there is no fair field? 

9091. I can give you the instance of the Tata Industrial Bank of which- 
I was a director at that time. When they started exchange business,, 
they did very well and they were able to get a good many bills here.’ 
■^en the bills were paid at the other end, the money had to be remitted^ 
to India; they could not get import bids here to the same extent and' 
therefore had to*fa'l back on the Councils. They were not on the list- of 
the iS'ecretary of State. They tried to tender, but were told that they- 
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«ould not, not being on the approved list. So far as I can remember it 
took them the best part of 2 or 3 years to get on to the approved list. 
These are the difficulties which face Indian enterprises in exchange busi¬ 
ness?— I agree. 

9092. On page 25 of the Special Banking Enquiry Number you have 
summarised in the last paragraph the burden of what we have been listen¬ 
ing to on this Committee from the Indian commercial community. You 
aay:— 

“It is pointed out that exchange banks established in other coun¬ 
tries attract only a small proportion of the total deposits of 
those countries and depend for their working finance largely 
on their head offices in the country of incorporation. At the 
same time, the question is asked, with increasing insistence 
for an answer, as to why, whereas the foreign trade of Indian 
bears only a small proportion to the huge volume of internal 
trade, foreign banks enjoy a disproportionate share of available 
deposits. There is a widespread feeling that in any future 
scheme of reorganisation of the Indian banking system, it is 
essential to secure full participation of the domestic banks in 
the financing of foreign trade . 

and you end up by indicating that these exchange banks should train more 
Indian staff. Do you think that is the only solution of the problem ?—You 
Iiave put forward the same grievance as the Indian commercial community 
do, but the solution which you indicate is not the dominating difficulty?— 
I have concluded with an appeal in this sentence: “How Lord Irwin 
solves the coastal shipping problem may well be a lesson and a lode¬ 
star, by whose light the problems of foreign exchange banks and foreign 
insurance companies could also find a solution,’’ and to you I have to 
repeat, how this Committee will solve this question should be a lesson to 
similar questions that are bound to arise. 

9093. You have come here to advise us and to guide us and I am 
asking for your advice and g;uidance in this matter. An uncharitable critic 
very much interested in shipping would only comment upon that sentence 
as a pious wish which carried the shipping interests in India nowhere. 1 
should like your advice and guidance as to what you would do more than 
extending a mere pious wish as that uncharitable critic said. Have you 
■some indication from your friendly relations with exchange banks that they 
are prepared to realise the gravity of the situation as it is reflected in the 
paragraph quoted above?—They are realising it. 

9094. I hope that you will then work up something as you worked up 
the other thing?—I should think that exchange banks are realising that 
a changed outlook is necessary. 

9095. We may expect to hear from you to indicate the way by which 
you can help the progress towards better understanding and towards some¬ 
thing concrete?—I should certainly like to discuss this with more of the 
exchange banks. 

9096. At the moment I will leave it at that. Your solution of the 

difficulty is.—An anti-climax. 

9097. In yoiur written memorandum you say “The righif to take deposits 
has everywhere been withheld from foreign banks; and if we desist from 





1025 


that course, is it not the least that the exchange banks can. do to under¬ 
take to staff their offices with Indians up to an agreed percentage?” 
What would you look ui^n a satisfactory percentage to which the exchange 
banks may agree?—50-50. 

9098. To be worked up to in how many years?—Much quicker than 
the Imperial Bank is working up its scheme. 

9099. The Imperial Bank is not to be put up as an ideal to work up 
to* at all. You can criticise it as much as you like. We are talking at 
the moment of exchange banks?—^In ten years’ time. 

9100. Do you refer to clerks when you say superior &taff?—I mean 

people of the officers’ grade, 

9101. It has been pointed out by witnesses before this Committee that 
the import and export business of this country is carried on in currency 
other than that of this country which prevents this country from having 
a big discount market as it should have?—I agree. 

9102. A suggestion has been made to us that the import butaness of 
this country should be introduced in rupee currency. Do you agree?—Yes. 

I myself have made suggestions like that. 

9103. And do you think you can interest the excihange banks by inducing 
them to do so?—I'do not see any reason why in the case of India alone 
there should be an exception. 

9104. Therefore you agree that it is better to have the rupee bills in 
the case of the import trade of this country?—Yes. 

9105. You also agree with the view of this witness that the Govern¬ 
ment should give the lead by buying stores in rupee and not in sterling 
and'that is a matter in which the Government can give an impetus to 
banking autonomy?—Yes. 

9106. Dr. Tlyder: I wonder if you are aware that other countries, 
particularly Germany and America tried to have mark and dollar bills and 
they came across this difficulty, that unless they had some special factors 
they could not compete with sterling bills. The factors were that the 
country must have, (1) a large foreign trade, (2) it must have shipping 
companies, (3) it must have foreign investments, (4) it must have a stable 
system of currency, (5) it must have peace, and (6) it must have exchange 
hanks operating in the country as well as outside. These are the desiderata 
which were considered absolutely necessary in order that the Americans 
might have dollar bills or the Germans might have mark bills. Do you 
think in view of these factors whether we can straightaway adopt rupee 
bills?—It will be a matter of growth. You cannot create it by a magic 
wand, but the suggestion is that it should receive a fairly good impetus by 
Government buying imported stores through the High Commissioner of 
India at London in rupee currency. Except that we have no control over 
the exchange banks and shipping companies, we have practically control 
over everything else. My view is that conditions to-day are not unpropi- 
tious for a beginning to be made. 

9107. Do you think the High Ccfmmissioner asking for tenders on behalf 
of the Government of India would be able to persuade the sellers to accept 
rupee bills?—I think so. It would not be difficult for the buyer to dictate 
terms in these days of competition. This fact of the existence of competi¬ 
tion in itself shows that the present is the period most opportune to bring 
in rupee bills. The buyer is in a stronger position to-day. 

Von. ni 3 Q 
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9108. Sir Purshotamdas Thakurdas : Dr. Hyder mentioned one item in 
ilia list which is rather pertinent to the discussion Jjefore us. He mentioned 
that the country should have its own exchange banks both in this country 
and abroad. Does it not strike you as landing us in' a vicious circle, and 
<lo you not think that it is as a solution of that difficulty that you should 
import at this juncture in rupee currency?—Yes. 

9109. You say that “For a long period of years, exchange banks have 
had a practical monopoly of deposit banking in India; and aided by the 
cheap money they could command in England, they were able to make large 
profits and build up the large reserves that have given them their present 
impregnable position.’’ At present they have a practical monopoly of 
foreign exchange business. I take it that you are in agreement with those 
witnesses of the Indian commercial community who have appeared before 
this Committee and asked us to prevent the exchange banks from conti¬ 
nuing their present impregnable position. They say, do not allow these 
exchange banks to strengthen their present position any further, and try 
and see that the Indian national gets his duo share in a manner which is 
legitimate and reasonable, as practised in other countries of the world. 
Would you call that a justifiable ambition and if so, would you subscribe 
to that view?—Yes. 

9110. I know that you have taken a great interest in the banking en¬ 
quiry. In your statement you have told us that at the commencement of 
the enquiry you thought the method employed was cumbrous and unwieldy 
and you have summarised your criticism and you have ended it up with 
good-will towards the Committee inspite of all the defects you found in it 
then. I take it you have seen the provincial committees’ reports* and I 
wonder whether you have had tinie to go through them. Do you think 
they have supplied this Committee and the public with material worthy of 
being considered?—It has been put to me by several persons that never 
before was an enquiry held in such a comprehensive manner giving the 
particular individuals on the spot opportunity to put forward their diagnosis 
of the case. 

9111. Do you think that is a fair summary?—I entirely agree that it is 
the regional way of conducting the enquiry. 

9112. You do feel that it has not been a waste of time and State 
money?—Yes. 

9113. Now, I wonder whether you have any other channels in which we 
should extend our activities which you would like to indicate before you 
leave us to-night. Is there any suggestion which you would like to make 
to us to enable this problem to embrace all points of view ?—If I may say 
so, the problem which the Banking Committee would now be crystallising 
before them would be of two kinds, (1) in regard to the higher finance 
involved in the banking problem, and (Z) m regard to the lowest strata of_ 
the problem, the provision of banking amenities to the poor agriculturists 
and the masses generally. In regard to the higher finance involved in the 
banking problem, I dare say the experts who would be arriving on the 
acene from abroad would be a great assistance. Now, in regard to the other 
problem, if possible in the final stages of your deliberations in regard to the 
settling of the conclusions as arising out of the various provincial 
reports, I think if you would ask the chairmen and secretaries of those 
committees to be with you it would help in co-ordinating the results better. 
Speaking generally, there have been several antagonistic points put forwarti 
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in different reports about tbe co-operative movement. There may be many 
conflicta of opinion in other directions as well. If, therefore, you could get 
together all the chairmen and the secretaries of the various provincial 
committee':, or other members of the provincial committees who have per¬ 
haps taken the keenest interest, if they could eo-operate with you in your 
deliberations before laying down your final conclusions it wmuld be helpful. 

9114. Chairman: I should like to know what advantage you think w'e 
shall get by this consultation. Supposing the Punjab Committee held a parti¬ 
cular view in regard to this matter of co-operative finance and Burma held 
a different view and Madras held a third view, do you think by getting the 
chairmen of these three committees together, wii should be able to get a 
view which all the three will accept?—Will not the matter be different 
with reference to local conditions in the different provinces ?—Agreement 
amongst them is not essential for the purpose of our enquiry. When you 
■develop a scheme for India, take land mortgage banks, or industrial banks, 
you may decide there should be a kind of Central Board. These regional 
hanks may not correspond to various provinces, but might be governed by 
other considerations. In regard to arriving at those things, it might be 
useful in bringing them together. 

9115. Dealing first with land mortgage banks and industrial banks, you 
are aware that matters .are mixed up with constitutional questions?—In 
what sense? 

9116. There are already land mortgage banks in certain provinces and 
they are now under the control of the provincial Governments. If you 
wanted to have regional banks, we cannot pursue that idea. The regional 
banks must come under the control of the Central Government. None of 
the provincial committees have recommended in regard to land mortgage 
banks, regional banks. If this Committee on examination of the provincial 
reports came to the conclusion that there are certain matters which might 
usefully be discussed with the chairmen and secretaries of the various 
provincial committees, it might be desirable for them to do so. Is that 
your view/?—Yes. 
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THIRTIETH DAY. 
Monday, the 13th October 1930. 


Present: 


Sir PnuPENDRA Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. ( Chair , nan )^ 


Mr. F. V. Eushforth. 
Mr. Manu Subedar. 
Sir Hugh Cocke, Kt. 
Dr. L. K. Hyder. 


Mr. V. Eamdas Panti'Lu. 

Mr. B. W. Buckley. 

Mr. G. K. Devadhar, C.I.E. 
Ghoudhri Mukhtar Singh. 


Mr. V. K. Aravamudha Ayangar, M.A., C.I.E. (SecTetary). 
Air. B. P. Masani, M.A. (Joint Secretary). 


When the Committee re-assembled this morning, Bai Fromatha Ifath: 
UuUick Babadur, 129 Cornwallis Street, Calcutta, was examined. 

9117. Chairman-. Will you kindly tel! us a little about your experience 
in the field of banking?—In what way? 

9118. As to how you arc interested in this matter of banking?—I am 
a director on tho Agency of the Mercantile Bank of India Ltd., at Calcutta 
I was doing some private banking business of my own some 25 yeart^ ago. 
1 am a constituent of several banks including the Imperial Bank of India, 
the National Bank of India Ltd,, the Lloyds Banks Ltd., the Hongkong 
find Shanghai Banking Corporation, etc. 

9119. Mr. Buckley: I am not aware of any such local directorate of the 
Mercantile Bank of India as you have mentioned. Will you please let us 
know what it is—Mr. Hodson is one of the directors, Mr. Cromartio 
is another and I am also there. This directorate has been in existence for 
the last two years. 

9120. Mr. Rvshforth: Could you tell us what is the function of that 
directorate?—I am not in a position to disclose the activities of the directo¬ 
rate. 

9120rt. Mr. Buckley : I suppose it is doing more or less trustee busi- 
■oess ?—Yes. 

9121. Chairman : You say that ofricors or heads of banks are often share¬ 
holders and can easily secure proxies for their nominees from shareholders 
who have to seek their help when they want to take loans from the bauk. 
You, therefore, suggest that these officers should not have any voice m the 
uppointment of auditors. Do you suggest that they should not secure 
proxies for the appointment of auditors or do you merely suggest that these 
officers should not exercise their votes as shareholders‘.’—My answer to 
that is Ihat the management seeks sometimes to choke off legitimate criti¬ 
cism of the affairs of the bank bv using their influence over customers and 
clients who have dealmgs with it. This is undesirable and can be, to some 
extent, checked, if they wore prohibited from_ collectmg proxies m their 
owm name or from canvassing for proxies. It is for this puroose that t e 
names of the proxies are not disclosed in the annual general meetings of 
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<tie bank as was done before. I have, however, no objection to the exercise 
cl their personal right as shareholders for voting generally. This is the 
way in which the banks used formerly to publish the names of the people 
present and the votes by proxy, but now they have discontinued this 
practice. (Witness at this stage handed over to the Chairman a printed 
copy of the proceedings of a meeting showing the procedure followed by 
banks fortnerly in the matter of publishing the names of proxies etc.) 

9123. That is what the old Bank of Bengal used to do?—Yes; the Im¬ 
perial Bank does not do so now. 

9124. Mr. Mana Subedar: You say the Imperial Bank did not publish 
the proxy list at its first annual meeting?—No, they did not do so at the 
first general ineoting after the amalgamation. 

9125. Chairman -. Did not the shareholders object to that?—I did object 
on behalf of some of the shareholders. 

9120. Did the majority of the shareholders oppose this arrangement?— 
The bank only says that so many shareholders are present without dis¬ 
closing the names. The majority of the shareholders are absentee share¬ 
holders mostly, on the continent and elsewhere. I have, however, no 
precise information as to where these absentee shareholders are, but I was 
told that the majority of the shareholders are absentee shareholders. 

9127. You suggest that auditors .should be changed annually. It has 
been urged on the other Irand that if auditors are changed so frequently, 
they will be unacquainted with the standing etc., of the clients of the 
bank and the audit would not be efficient. Do you think there is any force 
in this argument?—The point which I wanted to emphasise w'as as men¬ 
tioned in my supplementary statements that firms w'ell-known as auditors 
should be appointed and not individuals from the different firms and that 
there should be sdme changes at least once in two or three years. I do 
not consider that the efficiency of audit would suffer by such a change, if 
tlu! selection bo jiroper, 

9128. Then to that extent you modify your an.swer in the written memo¬ 
randum?—Yes. 

9129. You s.ay that ordinary joint stock banks should not have restric¬ 
tions imposed on their business but that big joint stock banks should have 
•some restrictions placed on their business. Would you kindly explain how 
you would classify joint stock banks into ordinary- and big?—The distinction 
T have in mind is between joint stock banks registered under Indian law and 
foreign b;mks operating in this country from their headquarters abroad, 
generally those banks have large capitals and it is not desirable that they 
should work in India without any restrictions as before. 

9130. Hero again do you wish to modify your written memorandum?— 
Yes, I do modify my answers a little after the personal enquiries that I have 
made in Bombay and elsewhere on this subject. 

9131. You suggest that the grant of loans should not be left to the 
absolute disoretion of the directorate and officers of the Imperial Bank with¬ 
out any responsibility and that a special credit board should be appointed 
to decide these questions. In the first place, am I correct in assuming 
fhat this proposal is made in view of the fact thaf the Imperial Bank are 
’bankers to Government and that you would not press for the proposal after 
a Keserve Bank is established?—The need for a credit board exists in. every 
vbank, I think the tragedies of the Alliance Bank of Simla and the Bengal 
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lOM. In jour experience as a banker have you often-times found diffi¬ 
culty in passing titles that are governed by the Mitakshara law of inhe¬ 
ritance?—We would obtain legal opinion on this matter. 

1009. Has it ever been your experience that people governed by the 
Mitakshara law have found it difficult to prove their titles?—I am not in 
a position to answer that question. 

1010. Sir Purshotamdas Thakurdas : Under Section I, question 4 of the 
questionnaire issued by this Committee reads as follows:—If in your 
opinion banks in India have not financed industries large, or small freely, 
to what causes do you attribute their reluctance? Do you think finan¬ 
cing of industries is possible by banks as they exist at present and by their 
present methods? In answer to this question one important commercial 
body has said ns follows:—“The reluctance of existing banks to finance 
industries may be tiaced to several causes. I'irst, the banks themselves 
are ill-equipped for the purpose of undertaking regular finance of indus¬ 
tries and they are distinctly of a commercial character and as such com¬ 
petent to grant only short term loans. Secondly, their hesitancy in grant¬ 
ing loans for even short periods is mainly due to the uncertain prospects 
of industrial investments in this country traceable to no mean extent to 
the fiscal and currency policy of the Government of India”. Referring to 
the second part of the answer, do you agree with what is said?—I entirely 
agree with what is said. For example, I will give a concrete case. Wo 
wanted some advances from a London bank against Treasury Bills. They 
wanted 20 per cent, margin owing to the fear that the exchange ratio may 
be changed. 

1011. Have you ever advanced moneys to any industrial concern in 
India on debentures?-—Yes. 

1012. I understand you had advanced funds to the Nira Valley Sugar 
Company for their debentures and that jou had very great difficulty in re¬ 
alising what you had advanced and as a matter of fact your Bank lost some 
money in the transaction. Is that so?—^Yes. It was a ^^ransaction trans¬ 
ferred to us. 

1013. With such an experience before you, you will not venture to ad¬ 
vance any mors moneys to such an industrial concern?—Ho. 

1014. Can that be said to be due to the want of policy of protection 
of the Government of India?—^Yes. 

1015. Why is it banks avoid debentures and take only to investments 
in shares?—Pcisonally. I would prefer to make advances on debentures 
rather than shares. 

1016. Can you get debentures to advance against?—Not very freely. 

1017. Now regarding the Reserve Bank, 1 see that you lay down 9 
conditions, and the first is the issue of debentures guaranteed by Gov¬ 
ernment. Do you want the capital or the interest on the debentures to 
be guaranteed by Government?—As they are only for a certain period 
and there is nothing for the Reserve Bank except its goodwill, Ae 
guarantee of the Government is required. It comeE. to this that it is 
practically a loan from Government by the latter guaranteeing the 
amount. 

1018. In otlur words it would amount to Government of India paper? 
—Yes. 
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National Bank could have been avoided, if a competent and honest board' 
had watched the credit and loan operations. In the ease of the Imperial 
Bank of India the need is all the more imperative, so long as they are 
bankers to the Government of India and custodians of public deposits. .1 
do not think the loss incurred by the Imperial Bank in respect to the Bengal 
National Bank would have taken place, if any elBcient watch had been, 
kept. It is because the existing board did not provide sufficient safeguards 
that I suggest the creation of a credit board. This credit board would func¬ 
tion as the final authority without whose sanction loans above certain limits 
which they would fix could not be given or renewed, even if the board of 
directors recommended them 

9132. All that you have said is very interesting, but it is not an answer 
to my question. Will you please say whether you would press for your 
proposal even after a Reserve Bank is established in this country'?—No, 
not after a Reserve Bank is established. 

9133. Chairman: Would you kindly explain bow you expect this special 
credit board to work better or to have greater responsibility than the existing 
central and local boards of the Imperial Bank?—^I'he existing Central Board 
and the local boards have in their past dealings shown that proper watch 
was not exercised over the granting of loans to the Bengal National Bank, 
which loans were held by the High Court to be fiduciary loans; and it was- 
for this reason that the High Court did not give f decree in favour of the 
Imperial Bank. If on the other hand the Central and the local boards had. 
kept a. proper watch over these transactions, the shareholders of the Im¬ 
perial Bank would not have lost the money. 

9134. Therefore, your point is that though thsse boards are in existence,, 
the people on them are not, in your opinion, competent to discharge the 
responsibilities entrusted to them?—Yes, that is so. 

9135. Would you kindly tell the Committee how you propose this special' 
board to be constituted? 

I suggest that the big depositors should be represented on the special 
board and also the big shareholders of the Imperial Bank, because in my 
opinion these people have greater stakes than the directors or the members 
of the local or Central Board. 

9136. How would you get these men? Would you secure them by 
election?—Yes, by election. 

9137. From among the shareholders and the depositorsi of the Bank?— 
Yes. There is no provision at present as regards the qualifications of the 
members of the Central Board. I would suggest that shareholders of the 
Banlv holding about a lakh of rupees each and the depositors holding about 
2 lakhs each should have the right of franchise. 

9138. What are the present qualifications? Have you any idea?—Yes, 
they are laid down in the Act; I will read out, “No person shall be qualified 
to serve ns Governor or as a member of a local Board who is not a holder 
m his own right of unencumbered shares of the bank, to the nominal 
amount of ten thousand rupees at the least; provided that this provision 
shall not apply in the case of a person who is an officer of the Bank or is 
nominated or appointed bv the Governor General in Council.’’ 

The idea is that the man who is appointed by the Governor General irv 
Council may not hold any shares of the Imperial Bank. 

9139. So you raise the limit of ten thousand to a lakh of rupees?—Yes. 
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9140. How would you allow the big depositors to be represented?— Thr 
authorities will make a list of big depositors and out of that elect people a# 
the annual general meeting. 

9141. This means that all the depositors will then have the right t<r 
elect members to this special credit board?—Yes. 

9142. Therefore the people who will sit on this special credit board will 
be elected both by the general shareholders and by the depositors?—Yes. 

914i5. And the one lakh limit will apply both to shareholders and to. 
depositors?— Onti lakh in the case of shareholders but 2 lakhs in the case 
cf depositors. 

9144. You say that “the word ‘bank’ should be restricted to those joint 
stock registered companies who satisfy the legal definition of the word 
‘bank’”. Would you kindly explain what definition you have in mmd?— 
Only public limited companies should be entitled to use the word 'bank’, 
provided they have not taken powers in their memorandum to engage in 
trading, in dealing in shaies or moveable properties, and are not actually 
engaged in these operations. The watch in public interest jn this direction 
should be kept by a central board working through a registrar of banks 
in each province. 

bM.T. So, here, you modify substantially your statement already made 
m your raetaorandura ?—Yes; I was not very clear when I wrote that. 

914(i. You say that local firms and branches of foreign companies which. 
do not claim the legal concessions extended to banks strictly so called should 
not be brought within the restrictions of the provisions of the law ielating 
to banks. Would you kindly explain what legal concessions you have in 
view?—Only banks registered in this country as public joint stock com¬ 
panies sliould be allowed to take deposits, be members of Bankers Clearing 
House and receive rediscounting facilities from the State Bank. These 
are the privileges which banks will enjoy in future in India and neither 
local trading firms nor branches of foreign companies should enjoy them. 

9147. Here there arc no legal concessions'?—I made a mistake in 
putting in the word ‘legal’; it is merely a technical error. 

9148. Mr. Manu Subedar : You mean there is no law at present but that 
you expect that there will be one in future?—Yes. 

9149. Mr. Ramdas Pantulu : You refer to the amendment of the Indian 
Companies Act?—Yes, that and also the Imperial Bank Act. 

9150. Chairman : You point out that co-operative banks in this country 
are in their infancy and that their spheres of business should be protected 
from aggression by other classes of banks. Would you kindly explain how 
this could be done "—The Imperial Bank or other banks ought not to lend 
at cheaper rates to large trading firms in a manner calculated to weaKen 
the efforts of co-operative sale societies wherever such bodies come to be 
established. And in this connection I would like you to refer to the 
written evidence submitted bv the Poona Central Co-operative Bank on 
the point. 

9151. When you talk of the sphere of business of co-operative banka 
being protected, vou are evidently referring to the co-operative sale socie¬ 
ties?^—^Yee, I mean both. The co-operative sale societies advance money 
to the producers to catch the market instead of being swamped by the 
trading agents of big firms who give loans to these producers. 
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9152. At what particular place do this class of people do business?—- 
Everywhere. 

9153. You say that to forestall the danger of directors of banks getting 
special facilities in obtaining loans for firms in which they are interested 
it should be provided that no director of a bank should bo a director, mem¬ 
ber or partner or officer of any other firm, company or bank who have 
business dealings of this nature. Would you kindly favour the Committee 
with your view's on two alternative suggestions which have been placed 
before us; — 

(1) that a limit should be placed on the amounts that should be 

given to directors, and 

(2) that such loans should be shown in the balance sheet of the 

banks and be. brought prominently to the notice of theii 
shareholders’.’—Many bad loans of banks are traceable to laxity 
on the part of Bank authorities on account of the influence of 
the bank directors who are also associated as directijrs or 
partners with the borrower. I therefore prefer strict rules 
which would preclude any firm or company in wdiich a bank 
director i.s a partner or a director from borrowing from the 
bank. 'I’he safeguard indicated in the tw’o alternatives referred 
to in your question will not be adequate. 

9154. You say that the paid-up capital should be large and not a small 
fraction of the authorised capital. Would you kindly indicate what pro¬ 
portion of the authorised capital should in your opinion bo paid up?—I 
object to the publication of a large figure as authorised capital as it mis¬ 
leads the ignorant members of the public. U least one-fourth -of the 
authorised capital should be paid \)p, and at least one-half of tlie issued 
capital should be called up. 

9155. You refer to want of sufficient cash to meet current liabilities. 
Would you lay down by Jaw the cash reserve to bo maintained by banks 
as a definite percentage of such liabilities?—-The banking board should 
provide a regulation by which banking institutions under fifteen years’ 
standing would be obliged to keep about J5 per cent, cash reserve either 
wdth themselves or wdth the bankers. It is desirable that the percentage 
of liquid resources should not be less than 3-3 per cent, but I w'ould prefer 
this to be done intelligently by a regulation of the banking board rather 
than by statute. With regard to banks of longer standing than fifteen 
years the regulation may be less stringent, 

9156. I do not recollect that in your memorandum you have recom¬ 
mended a banking board?—No. 

9157. Then what is the banking board you are referring to?—The Board 
of the Eeserve Bank you referred to. 

9158. You say that the Hegistrar of Joint Stock Companies should be 
given power in the first place to make recommendations for the protection 
of banks against unjust attacks, by w'ay of a preliminary enquiry, and that 
the final authority to grant such protection should be the court of trial of 
issues before it on full evidence produced before itself. Would you kindly 
explain what kind of protection this would give w; banks?—Before an open 
enquiry takes place, which is likely to affect the credit of a bank, the 
Eegistrar of Joint Stock Companies or any other authority w'hich may be 
hereafter instituted should be satisfied that there is a prima facie case. The 
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party who attacks the bank frivolously or out of malice should be liable to 
punishment, if the Eegistrar or the authority referred to, places the matter 
in the hands of the Public Prosecutor. 

9159. You say that the heads of banks should be men of bigb European 
academic reputation and banking experience, of high social position and 
integrity, not to be carried by likes and dislikes, which is inevitable with 
those who have been in service in India for a long time. Is it your inten¬ 
tion that heads of banks should be appointed from outside India or is it 
your intention that Indians selected for such office should combine European 
academic qualifications with banking experience?—What I had in mind was 
that it was very desirable that the manager of a bank should be selected for 
his probity, banking experience and right jiidgnient. Such qualifications 
are more likely to be found in men who start life after high education and 
with the benefit of observations in foreign countries and banking. 

9160. You say that Indians serving as probationers in the Imperial Bank 
have all been disappointed more or loss as could bo gathered from reliable 
information. The impression that the Committee has gathered is that this 
scheme of probationers has worked satisfactorily and that the banks have 
been able to appoint many as agents or accountants in charge of their up- 
country branches from these assistants. Would you kindly tell the Com¬ 
mittee what reliable information you have to disprove this impression?— 
My reference was not to the few Indian probationers of the higher grade 
referred to in your question. But even they ire also discontented having 
regard to their position compared with .Europeans of the same standing in 
every respect. I was referring to Indian omplovees of the Bank and I have 
forwarded to you printed copies of the representations regarding employees’ 
•grievances which were freely ventilated in the Press. 

9161. If banking service is to be Indianised, then Indians should be 
content to serve on lower rates of pay than Europeans; otherwise there Ls no 
advantage?—.VTy complaint is that those recruits from England have nc 
qualification except that they have worked for some time in certain banks 
in England; while these Indians with high T.’niversity education and res¬ 
pectable family connections have to be content with inferior salaries; tha 
difference in my opinion is purely of colour. An Indian as a second grade 
Assistant in the Impenal Bank starts with Rs. ‘(00 while a European recruit¬ 
ed in England gets a higher pay and in addition enjoys more favourable 
leave rules. 

9162. 1’hat appli(?s to everv branch of Government service in which 
Indianisation is taking place. The rate of pay for the Indian is less than 
that for the European: the leave rules for the Indian are less favourable 
than those for the European. That, so far as I know, is deliberate. The 
idea is that when the Service is fully Indianised, the cost to the country 
will bo less. You say that the bank employees are all disappointed more 
or less; it may be they are disappointed because they are not getting the 
same rates of pay or their leave rules are not so favourable as those of the 
European recruits. Is that your only point?—Yes. 

9163. You say that the bank rate should be such as would not make 
it possible for the stock market ever to collapse like a house of cards. 
Would you explain your suggestion a little more fully ?—A collapse on the 
•stock exchange may bo the result of many causes but a sudden restriction 
■or withdrawal of credit is also sometimes the immediate cause. This 

could be obviated by a more conservative policy in lending on stock and 
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shares, so, that larger margin may not be necessary with every fluctuation,. 
It is unwise for a bank to encourage speculation and in their own interest 
they should not lend heavy sums at- cheap rates to jobbers. Thev should not 
give call money to stock brokers. 

9164. Can you give any case in which there was a collapse in the stock 
exchange market?—Yes, in the Bombay Stock Exchange market, there was 
a complete collapse. 

9165. When did that happen?—Only two or three years ago. 

9166. You say that provision should be made that particular banks of 
each class should be amalgamated with certain approved banks of the same 
class after a fixed number of years. Is not such amalgamation of banks 
subject to the approval of shareliolders ? Would you kindly explain how' 
any legislative provision is feasible?—did not want any compulsion in. 
the matter of amalgamation which should take place with the approval ot 
shareholders, but I consider it desirable that Government should encourage 
small and isolated banking institutions to amalgamate, so that "hoy gain 
strength and work more economically in the best interests of the countrj’ 
'to save themselves from foreign coinpetition. 

9167. In answer to question 12, Section V, enquiring whether you have 
any information regarding the general agency business done by banks in 
India for their constituents, you say “>yes”. Wili you kindly mention in 
some detail the information you possess?—I know the banks collect bills, 
buy stocks and shares and arrange remittances for their constituents. 
Certain banks arrange the warehousing of goods as well as clearing of goods 
and forwarding the value of their clients. I understand the Imperial Bank 
allow their branches to act as agents for Insurance companies. I know also 
exchange banks would render all necessary service for a merchant in Delhi, 
Cawnpore, and elsewhere, in connection with imported goods, bringing them 
right up to his door. 

9168. Mr, Ramdas Pantulv : In reply to the Chairman I thought ycu 
said that you would not press your proposal for a special credit board when 
a Eeserve Bank was established. I understood you to say from an earlier 
answer that the proposal for such a board was not based upon the fact that 
the Imperial Bank was a Government bank but that you thought it would 
be necessary in the case of all big joint stock banks. The Imperial Bank 
being the biggest joint stock bank, do you not think that such a board' 
would be all the more necessary'? The Imperial Bank will certainly become- 
bigger from a commercial point of view when the Reserve Bank is estab¬ 
lished, because restrictions now imposed on them to do c.ommerical work 
would be withdrawn and the. necessity for a credit board would become all 
the more greater?—My idea is that as soon as a Eeserve Bank is established, 
the prestige of the Imperial Bank would be lowered and as the Imperial 
Bank has no knowledge of exchange business, it would be at a disadvantage¬ 
ous position compared to other exchange banks. If the Eeserve Bank were 
to allow the Imperial Bank to be their agent in the mojusnl, the Imperial 
Bank’s business would, to a great extent, be less relmunerative than it is at 
present. 

9169. I thought the Eeserve Bank was not going to finance industries, 
etc., direct?—The question of a Eeserve Bank is not at all finally settled. 

9170. Assuming that it is established, the Eeserve Bank would only 
finance industries and the people in the country through the banks, and 
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the Imperial Bank, functioning as one of the biggest commercial h anks , 
■Kould still be there. Would you then press your proposal for a special credit 
board?—The Board, as it is, does not safeguard the interests of the share¬ 
holders in many ways. We know how in Madras, Bombay and Calcutta 
sharehc Iders have to make good lai'ge sums of wrong payments from their 
profits. Then again there is this instance of tlic Bengal National Bank 
affairs. The banks say they would not finance industrial concerns on. 
account of their liquid resources being held up for a longer period. But 
they do advance big sums like 30 or 40 lakhs to men like Mr. Gaulstan on 
landed properties. There is nr, restriction and no one has got to say any¬ 
thing about it. 

0171. Do I understjind you to mean that if a Reserve Bank were estab¬ 
lished, the Reserve Bank Bo.ard would take c!ue to see that the banks- 
financed by it functioned properly and that the Imperial Bank Board be¬ 
haved better than they do now?—That has got to be seen; it is a prospective 
thing on which. I cannot base any opinion. My view-point is that so long 
as the Reserve Bank is not established, a special credit board is necessary 
and imperative. 

0172. You say: ''Bspocially the co-operative hanks in this country are 
in their infancy, and considering the vei-y useful work they are doing to the 
tillers of the soil, bigger agriculturists, the manufacturers, middle class 
people and to all indigenous indu.stries. their sphere of business should be 
protected from aggression by other classes of banks who help profiteers and 
monopolists.” Would you kindly say whether any aggression is going on 
now and if so, in what form?—The Imperial Bank oi other banks ought 
not to lend at cheaper rates to large trading firms in a manner calculated’ 
to weaken the efforts of co-operative, sale socie ties wherever such 'bodiw 
came to be established. 

9173. In an iirea where a co-operative bank is operating, if money¬ 
lenders want to help agriculturists and go to tlio Imperial Bank, do you 
think the Imperial Bank should not lend money to them?—^Ycs. 

9174. But do' you think that co-operative banks are catering to the 
needs of all the agriculturists, or any large portion of the agriculturists, in 
any area?—Co-operative banks have not got so much money to meet all 
the demands of agriculturists and it would be better if the Imperial Bank' 
were to lend money to co-operative banks and through them finance the 
agriculturists instead of the exchange banks taking up all the produce and 
deriving the benefit either themselves or through their constituents. 

917r>. Would your answer apply even it co-operative banks were not in 
need of funds and had their own funds?—After consultation with Mr. 
Apte of the Poona Co-operative Bank, I understand that there exists a 
competition between co-opcnitive banks and the Imperial Bank. I find 
it in the written evidence before the Bombay I'rovinoial Banking Enquiry 
Committoo. 

9176. Is the Imperial Bank feeling jealous of co-operative banks?—^My 
point is that the exchange banks or the Imperial Bank should not be iv 
competitor of the co-operative bank. 

9177. But if other people whom the Imperial Bank finance go to agri¬ 
culturists and would not lend them at lower rates of interest than co¬ 
operative banks do?—They lend at the bank rata to the middleman. 
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9178. I have not found any middleman who derives his resources from 
iihe Imperial Bank going to the villages and trying to lend to agriculturists 
whom the co-operative societies try to approach?—There are big jute firms 
who take out loans from the Imperial Bank at the bank rate and send out 
agents to villages. They buy the whole produce from the field and bring 
them to Calcutta and a firm of recognised brokers give a guarantee. On 
their guarantee the Imperial Bank advances money. 

9179. Do co-operative banks do the same business?—No. 

9180. Then how do you say they compete?—'iou may refer to tiie evir 
dence given by the Poona Co-operative Credit Bank, Ltd. 

9181. Have you any personal knowledge of competition between persona 
who derive their finance from the Imperial Bank and the Co-operatl\e 
banks? In Madras people who obtain funds from the Imperial Bank have 
actually lent to agriculturists at rates higher than those charged hy cOr 
operative banks; still the agriculturists go to these people because the terms 
on W'hich they get credit are much more informal.—1 have no personal 
knowledge. 

9182. You suggest that ‘it should be provided that no director of a hank 
should be a director, member or partner or officor of any other firm, coitu 
pa'ny or bank who have business dealings of this nature.’ Do you not think 
this will shut out business talents from tlio board of such a bank?—There 
is not only one bank in India, but tliere are several banks. If a director 
of a certain concern is not a director of a bank, he can go to other banks 
and take loans. 

9183. Are you also referring to firms- and otliar business companies? 
As soon as anybody connected witli a firtn becomes a director of the Imperial 
Bank, is that firm to be shut out from al! credit doiilings with the Imperial 
Bank'?—Yes. 

9184. If he has been enjoying credit facilities fi'om the Imperial Bank?— 
Let him not be a. director of the. Bank. You know what happened with 
the Alliance Bank. 

9185. What happened with the Alliamse Bank does not hupijeu with a 
hundred other banks'?—Whut happened wdth tlie Bengal National Baidt? 
We have to judge things from our own experience. 

9186. So far as Madras is concerned, both Emopeaii and Indian firms 
have representatives on the Board of the Imperial Bank and if your riua 
is to be applied, they have to wuthdraw all their roprusentatives ?—1 am 
not prejudiced by colour question especially at a. time when we have 
hopes of our Government being remoulded on non-racial lines. My posi¬ 
tion is that no firm having credit dealings with a bank should have any 
voice in its management. I have placed ray submission lieforo the (,'om- 
mittee and it is for them to decide what should be done. 

9187. With regard to Indianizatioa, I quite appreciate the national senti¬ 
ment you express, but in India we have to substitute Indians in plac.' of 
Europeans Employed at present gradually. Do you think that Indians 
should be started on the same pay as Europeans and th-at as soon as a 
national constitution comes into force, their pay shouU be cut down, say, 
by half or one-third?—In Bengal they start on Rs. 18 a month; in Bom¬ 
bay on Rs. 40, 50 or 60'. A stenographer typist starts on Rs, 100 or 150, 
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but lady-typists get Bs. 3(X). All these go to increase the cost of establish¬ 
ment of a bank. This differentiation in pay is the chief cause of discontent.. 
'The proceedings of the third annual anniversary meeting of the Imperial 
-Bank of India (Indian Staff Association) for the session 1922-23 contain- 
the following: — 

"licvidioii of nalarics of clci'ks .—In view of the economic distress- 
which is still tormenting clerks with all its fury, the Associa¬ 
tion apjiroached the authorities last year for the introduction- 
of the Bombay scale of pay in the Bengal circle of the bank. 
The memorial was replete with suitable materials and well 
founded on facts and figures, but no definite result has been 
achieved by us as yet. The loc.il board of the bank has 
already expressed its views on the point and the Association 
proposes to make an analytic and critical study of the same 
as soon as the next opportunity presents itself.” 

918H. Mr, Mukliiar Singh : May I know whether you have any personal 
knowledge of co-operative sale societies, especially the jute sale societies in 
Bengal?—I have no personal knowledge. 

9189. You said that there should not be any competition between the 
Imperial Bank and the co-oi)erative sale societies and you gave us an 
instance of the jute merchants obtaining money .it very low rates of interest 
trom joint stock banks and distributing the same among the agriculturists. 
Do I understand from this that the agriculturists who obtain in this way 
money from the merchants are forced to sell their produce to the merchants 
alone at the price which they dictate to them?—Yes. 

9190. The agriculturists cannot go to the sale societies and they are- 
suffering. Is that the idea?—Yes. 

9191. Is it the general custom in Bengal that cultivators of jute are given 
advances by merchants and the merchants give such advances in order to- 
enable them to purchase the produce from the cultivators at rates that they 
dictate to them?—Yes. 

9192. So the sale societies are working only as sale societies and they 
cannot purchase jute?—Yes. 

9193. A sale society dealing in jute cannot be successful until and unlesa 
tlic sale society also works as a credit society?—Yes. 

9194. The sale department and the credit department should be com- 
1 ined, otherwise the sale society would not be a success.—That is so, so far 
,is Bengal is concerned. 

9195. Suppose there are two probationers in a bank, one an Indian and 
fhc other a European, who started life together, one getting Rs. 300 and 
the other Rs. 500. If we have to Indianise, we have to give lower pay to 
Indians, so that ultimately the whole thing may be worked at a lesser cost. 
Is it only a question of less pay or is there anything disappointing to thc- 
Indian on account of the status that he holds in the Bank?—If the bank 
wants to reduce its cost, I have no objection to the pay of Indians being 
kept at what it is at present. But at present the. Imperial Bank is appoint¬ 
ing more Europeans than Indians. 

9196 That is not my point at all. Suppose fhe European, who is doing 
the same, kind of work as the Indian, gets more pay than the Indian does, 
lo the European considered to be of a superior status or are both consi. 
dered to be of the same level?—They are almost on the same level. 
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9197. If there is a question of promotion, will they get it irrespective 
of the fact that the one is drawing Es. 300 and the other Es. 500.—The 
proinotion would go to the European. 

9198. So as regards promotion, the Indian is at a disadvantage'.’—Yes. 

9199. You consider that as regards grade promotion, the same rule 
should apply to both Indians and Europeans, that is whoever comes in 
grade must get the higher pay '? —Yes. 

9200. You suggest that persons connected with certain firms should not 
be appointed as Directors, You know that there may be good financiers 
connected with a number of banks and a number of firms. How would it 
be possible for them to cease their connection with their firms?—M-, idea 
is that if such men are in the directorate, there is a chance of their getting 
loans in preference to others. 

9201. Suppose a man is connected with, say, ten different milks; if he 
becomes a director of a bank, he may not bo able to get credit from it?— 
If he is connected with ten mills and if his position is sound, I do not think 
there would he any difficulty in his getting a loan from a bank without 
being one of its directors. 

9202. But if those firms had dealings with that very hank, why should 
they go to another?—It is not desirable that the bank’s hioney should be 
monopolised by heads of firms. 

9203. It does not mean monopoly'?—If the directors want a loan and 
if the public want a loan, will tJie bank give it to the public or to the 
directors?—Certainly, directors will get it in preference to public. 

9204. Mr. Devadhar: You have propo.sed a special credit board and, in 
reply to the (diairman, you said you would like to have certain inBiubers 
represented on tliat Board, out of those wlio have purchased share capital 
as also deposits. I think you said that you would like to have shareholders 
having shares of the total value of one lakh to be represented on the Board 
and also depositors depositing 2 lakhs to be similarly represented. Does 
not the shareholder take a larger risk in the business than a depositor^— 
The shareholder and depositor are not in the seme position. The sbart;- 
holder gets a return for the money, but the depositor lends the mouev to 
the bank and the bank makes a profit out of it; so the depositor’s position 
is in no way inferior to that of the shareholder. 

9205. But who stands to lose more?—I think the depositor, because 
he gets no interest out of his money other than the usual bank rate, 

9206. Does not the shareholder undertake the risk of losing his money? 
—He does in the same way as the depositor does stand to lose his. If tne 
bank fails, the depositor loses the whole money. 

9207. You refer to co-operative banks as institutions requiring some 
special protection. Is this demand being made hv any co-operative in.stitu- 
tion?—Yes, I have heard it being made bv the Poona Co-operative Bank, 
Ltd. 

9208. "Were you in corre.spondence with the Poona Central Co-operative 
Bank?—No, I only read it from their written evidence. 

9209. 'What was their complaint?—^Thcir complaint was that they 
advanced money to the producers at 9 per cent., while the Imperial Bank 
or other exchange banks advanced at the bank rate, which was less than 
9 per cent. 

9210. Therefore they wanted this protection?—Yes. 
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9211. In the same connection you have said in your memorandum: 
Especially, the co-operative banks in this country are in their infancy, 

and considering the very useful wort they are doing to the tillers of the 
soil, bigger agriculturists, the manufacturers, the middle class people' and 
to all indigenous industries, their sphere of business should be protected 
from aggression by other classes of banks who help profiteers and mono¬ 
polists.” Would you tell us what business is left to other banks?—That 
is more than I can tell you. 

9212. Except probably that business which would enable them to make 
a higher profit?—So far as I know, the maximum of the profit is made 
from exchange business. 

9213. By ‘co-operative bank’ you mean a bank which is financing the 
agriculturists and providing funds for meeting their various needs?—Yea. 

9214. You want the same kind of bank to do the financing for manu¬ 
facturers ?—Yea. 

9215. Or do you want a diSerent type of banks?—If advances are made 
at a proper and reasonable rate, I would have no objection to co-operative 
banks doing the financing for manufacturers. 

9216. Have you any co-operative bank in view which, according to your 
idea, is doing this two-fold work?—T cannot toll you precisely. 

9217: Would such a thing be allowed under the co-operative convention 
jor constitution—I do not know. 

9218. Are these more suggestions of yours, or are they actually com¬ 
plaints or suggestions received from some co-operative institution?—I can¬ 
not tell you at this stage how I came to write them when I submitted my 
statement. 

9219. Are vou connected with anv co-operative financing institution?— 
.No. 

9220. These suggestions have more or less been culled from newspapers 
giving an account of co-oi>erative banks;'—Yes, out of co-operative credit 
societies’ reports. 

9221. Do those reports deal with these suggestions?—I am not certain. 

9222. I should like to know how those have come in?—They have come 
-out of my readings of newspapers and reports of co-operative societies. 

9223. Can vou refer us to anj^ particular report where we can read these 
particular recommendations of yours?—^No, except what I referred to be¬ 
fore, 

9224. Mr. Dcvadhar: When you talk of infancy of the co-operative 
movement, do y’ou strictly interpret it in the literal sense of the term?— 
What I mean to any is that it has not yet proved to be a success. When 1 
-say it is in its infancy, I only mean that it is a growdng institution, which 
has not yet been perfected. 

9225. Then what do you think of a co-operative bank which has been 
in existence for over 21 years? Will you still say that it is in its infancy? 
Yes, I will still call it so. 

9226. Sir Hugh Cocke: You said that you were in favour of having ,a 
firm of auditors to audit the bank accounts rather than individual audi- 

tors?—Yes. _ . -ii 

9227. What is your reason for saying that?—A firm of auditors, will 

■command greater respect than an individual auditor. 
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1019. And whilst you suggest that Government should guarantee the 
debentures of the lieserve Bank, I understood you to say in the course 
of examination 3 /esterday that you were reluctant to give Government any 
ray or voice in the matter. Is that so'.’—Government may have a say 
in th(? matter, but tJieirs should not be the final voice. 

1020. You say that Government should not have any effective control 
in the management of the Reserve Bank'? In the first place according to 
your suggestion the whole Board of Management is practically nominated 
by Government. Is that not so?—But that dees not mean control by 
Government. Government only nominates the first members of the Board, 
so that there may be an effective arrangement as to the running of the 
Bank. 

1021. Who will have the effective control of the Reserve Bank? What 
happens 5 years later?—Every year from the Report on the working of 
the Reserve Bank and by other means. Government will be able to 
see the progress of the Bank and when Government entrusts the whole 
of the currency .and note issue to the Bank, naturally Government will 
have some voice in the management through their Finance and Commerce 
Members. 

1022. Who will have the effective control over the working of the 
Reserve Bank? To whom are the Directors responsible?—To the public 
and to the country at large. 

1023. But what is the value of their responsibility to the country and 
the public? Except that the public can criticise their working, who can 
preveui: their from doing such and such a thing?—That is why I suggest 
that their annual rej'Ort should be placed before the Imperial Legislatures 
for their consideration. 

1024. Do you think that is an adequate control?—If the proper choice of 
men is made as Directors, then the control will be adequate in the manner 
indicated by me. 

1025. I am only trying to understand your scheme. Once these 
Directors have been appointed by both the Houses of Legislature, yoa 
think it will be quite eitough control?—Yes. Except that the Govern¬ 
ment should choose the Directors from out of the panel chosen by the 
Legislatures, they should have nothing more to do. 

1026. And your view is that although Government guarantees the 
whole capital, they should have no effective voice iu the management of 
the Reserve Bank?-—That is my view. 

1027. Now regarding the remuneration which you have indicated in the 
memorandum for the Directors, do you think that under the present 
conditions you can get capable men for a remuneration of Rs. 2,500 or 
Rs. 3,000 per mensem to run the Reserve Bank?—I think so. It is only 
a matter of detail. 

1028. So, you have no objection to jiaying any higher remuneration to 
get really good men to run the Bank?—I have no objection to their being 
paid higher salaries. My only consideration is that the very best mett 
should, be reeruitc-d. 

1029. Then from your experience what do you think should be paid to 
get really good men?—^We may have to pay about Rs. 3,000 or even a 
little more. 

1080. You say that when there is a Reserve Bank the capital for the 
Industrial Bank which you contemplate, may be less, but otherwise the 
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ti228. It has been suggested to us by some witnesses that the auditor* 
iiiiould be men of some standing and at least a few years* experience. 
Would jou like to place any limit on the experience and seniority of auditors, 
auditing the bank accounts?—1 certainly agree that auditors should be men 
of great experience and standing. 

0229. Would you allow any single auditor working under a firm’s name 
to audit accounts of banks?—That is rather a difficult question to answer 
Provided the firm commands sufficient respectability, I do not see any 
reason why it should not. 

9230. You said that you were against offict.rs of banks using proxy 
votes, but you were not .against their using their individual votes as share¬ 
holders ?—Yes. 

9231. In other words you imply that only shareholders should be 
allowed to vote at the annual meetings without any proxy votes?—Yes, in 
case of bank officers only. 

9232. You mentioned that depositors with Ils. 2 lakhs should have a 
right to elect one or two from among themselves as directors of banks to- 
the credit board. Would you place any limit :>{ time on their deposits? 
Where will you draw your line of demarcation?—At least the deposits must 
stand for one year. 

9233. Mr. Ravidas Pantulu: Should the deposit continue after the elec¬ 
tion or can it be withdrawn?—He must continue to be a depositor oven 
after the election. 

9234. Sir Hugh Cocke: WTth regard to the question of “dead stock” 
quoted in the balance sheet of the Bank of Bengal and the increase of 
about Rs. 28^ lakhs in the short period of two months of December 1920 and 
January 1921, surely this cannot be an appreciation; I presume it merely 
shows an enhanced figure because of amalgamation of other items. Is 
that not so?—Your guess cannot be correct; here is the explanatory note 
on the final balance sheet, it does not say so. 

Chairman: Possibly when the three banks were amalgamated, they 
would have increased that figure by revaluation or otherwise. 

Mr. Manu Subedar: It might also be probable that they might have- 
removed their secret reserve and appreciated the value of “dead stock”. 

The domestic scheme referred to in the special meeting before the 
amalgamation does not bear out your conclusions. 

923.'5. Mr. Bushforth: You say that the “cost of management of a bank 
should be in due proportion to its capital and w'ork, and it in.ay be reduced 
by curtailing overhead charges; the pay of the heads of banks should be 
according to their respective qualifications and should be governed by the 
bank’s annual profit and not one unifortn pay, irrespective of its profit 
and loss”. Is it your idea that bank managers should have only a nominal 
salarv over and above a certain percentage on commission and profits?— 
At present there are two Managing Governors for the Imperial Bank of 
India who are paid Es. 10,000 every month and everything found. Even 
the Managing Governor of the Bank of England does not draw such a 
large salary. Then again, there is no need for two Managing Governors 
of the Imperial Bank, as only one of them at present actually looks after 
the affairs of the Imperial Bank. So, my point is that the overhead charges 
of the imperial Bank are very heavy. So also of other banks. 



9236. I am not concerned with actual figurej, but I am only concerned 
with your point or principle of paying bank managers on the basis of the 
profits earned by the bank, because it has been represented to us that this 
principle is a dangerous one as bank managers will try to show more profits 
to increase their own earning?—My idea is that the salaries should be paid 
in the same proportion as they are paid in English banks. 

9237. So, you only compare the general level of salaries rather than 
make them a basis of the profits earned?—That is so. 

9238. Dr. Hyder: In reply to the Chairman you said that the batik 
rate should be such that the share exchange shouid not collapse like a house 
of cards. What is your view about it; should the bank rate be high or 
should it be low?—My point is that if you advance money on speculative 
shares, the margin should be higher than the usual bank rate. 

9239. Then is it your intention to have two bank rates?—Banks gene¬ 
rally grant or refuse loans without assigning reasons. Sometimes Imperial 
Bank makes advances to some constituents at even less lhan the bank 
rate. I therefore say that it is within the province of the Imperial Bank 
to increase or decrease the bank rate to certain constituents. 

9240. You say that “in case of compulsory liquidation of banks, all 
depositors should first be paid in full, then the menials, workmen, etc.”. 
What is it you are referring to when you talk of menials, is it their pay 
or their deposits?—It refers to deposits. 

9241. If it is deposits to w'hich you have referred in the case of menials, 
then I thought you would have placed their ease first in the matter of pay¬ 
ments. Anyway I will leave it at that and proceed to further questions. 
Are you connected with the University of Calcutta?—No. 

9242. Is there any university which gives a special degree in banking?— 
I know that in England there is an. Institute of Bankers which grants 
degrees or diplomas for men trained in banking. 

9243. You have made a very interesting observation in your memo¬ 
randum and say that the greatness of the English nation rests on banks 
and bankers. Does the greatness of England depend on this alone or are 
there other foundations as well, such as commerce?—That is so. Com- 
mefee also plays an important factor. What I mean to say is that Gov¬ 
ernment and Banks are interdependent. Take, for example, a recent 
instance which I read in the papers. Mr. Winslon Churchill wanted to 
introduce certain legislation for the introduction of a big silver coin, but 
the banks would not agree. 

9244. Could you tell us more about it?—If you want me to give any 
reference on this point, I shall send them on to you. 

9245. Mr. Manu Subedar: You say that the '-‘Government post ofl&oe 
savings bank and cash certificate system very largely interfere with tiie 
true banking system of a country”. What had you in Baind when you wrote 
this?—Government have usurped the functions of banking in this way by 
tapping all the money in the villages. 

9246. Do you object to the volume or to the rate of interest or both?— 
Government give about SJ per cent or so on savings banks said about 5^ 
per cent <*r so on the cash certificates. If Government tapped the re¬ 
sources of the poor people, then they should be prepared to pay the rate 
of interest which is almost conventional with the other banks. 

voL. m ^ « 
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9247. You say Government should not borrow at such high rates, 
that not your point?—That is also my point with cash certificates. 

9248. Eeferring to the high rates of interest paid on sterling loans for 
India raised in England, you say that this was not due to the Congress 
resolution at Lahore or to activities of the extremist section but, more or 
less, to the wrong financial policy followed by the Government of India 
and its want of a sound cun-ency, and bankers worthy of the Government 
of India. Are you in favour of sterling borrowings abroad for purposes of 
Government in this country?—I am dead against it. 

9249. Therefore, even if Government had borrowed at a lower rate of 
interest in England, you would have objected to it?—^Yes. 

9250. Would you attribute it to undue fear on the part of the Finam^e 
Department of the Government of India?—I cannot make any reflection, 
on the Finance Department, but that is iny humble submission. 

9251. You do not think it was due to the political situation in India?— 
>lo, certainly not. 

9252. With regard to the registration of mortgages given to banks, you 
suggest that before a mortgage with a bank can be completed, information 
would have to be given to all the other banks and an assurance secured 
from them that the property had not been previously mortgaged. Have 
you made this suggestion in view of any case that has arisen in connection 
with this subject?—Yes, the Guzder case was in toy mind. 

9253. Would you also provide such a provision in the case of equitable 
mortgages which are in operation in the presidency towns?—Equitable 
mortgages are also registered, although some people out of fear of losing- 
their good name do not agree to have equitable mortgages registered 

9254. But it is very unwise for banks?—It is so. 

9255. You would therefore suggest that a special register should' be 
maintained of mortgages with banks?—Yes. 

9256. It would be easier generally if there is a special register from, 
which it could be ascertained whether a particular property has been 
mortgaged with any bank or not?—^That is so. There is no co-ordination at 
present between the existing banks in this connection. 

9257. With regard to the legal definition of banks, this Committee is 
naturally expected to do something in this connection and I understood 
from your reply to the Chairman that you would exclude all institutions 
which are trading in stocks and shares except for their own holdings and 
similarly those who are trading in immovable properties except those that 
come to them as collateral. Is that not so?—Yes. My idea is that the 
functions of a bank are verj- well known and should strictly be confined 
to it. 

9258. Of course the broad functions are well-known, but there is the 
borderland question which has got to be decided. Subject to those condi¬ 
tions you would not have any objection to an institution using the name 
bank?—That is so. 

9259. With regard to the prohibition of bank directors taking loans, 
•without giving any names, could you tell us whether you have heard of 
any bank that has lost anything on account of loans given to its directors, 
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apart from the cases of Alliance Bank of Simla or the Bengal National 
Bank where frauds were perpetrated?—! cannot say. I do not specifically 
remember any particular case. 

9260. Chairman: I think in answer to Mr. Mukhtar Singh you aaid 
that co-operative jute credit and sale societies would be verj’ useful institu¬ 
tions in Bengal. Are you aware that such societies have existed in Bengal 
and do you know what their experience has been in this matter?—^You have 
read in the papers something about them; have you read that their 
experience has not been particularly happy?—I have read that, but I 
cannot disclose the reasons for their present bad state of afiairs. 

9261. With regard to the higher stafl of the Imperial Bank of India, 
you said something in answer to Mr. Mukhtar Singh about the status of 
the European and the Indian assistants. Have you any precise knowledge 
of the scheme which is actually in operation in the Imperial Bank at the 
present time?—Yes; from the copy of the correspondence that I have 
forwarded to you, you vill see that the Imperio! Bank forwarded to me 
the particulars in regard to the position in Bengal. 

9262. Have you any information as to how this scheme has actually 
worked? Have you any personal knowledge?—I interviewed Mr. Stewart 
of the Imperial Bank at Calcutta and he would not tell me anyfEing exactly 
but only gave me an evasive answer. He would not disclose all the facts 
to me. Possibly you must have obtained better information. 

9263. From the information which we have in our possession it seems 
that the answer which you gave to Mr, MuBitar Singh is apparently not 
correct ?—When I 'made further enquiries in regard to this matter at Bom¬ 
bay and Poona recently, an Indian officer in the second grade in the service 
of the Imperial Bank told me that there is very great discontent in the 
Indian ranks because they are not getting their legitimate promotions as 
Europeans do. That is all that I can tell you. 

9264. In answer to Dr. Hyder you said that there is an Institute of 
Bankers which gives licences or diplomas. Are you aware that in India 
you have an institute of bankers?—Yes, it was only recently established, 
but it is not working properly. 

9265. If that is your information, I shall not proceed with that point. 
I think in the course of your answer you said that Government taps most 
of the money in the villages. Do you know that in the villages there are 
no banks and that but for the post office savings banks in those places, 
there would be no institution which would develop the habits of thrift 
among the villagers?—I have said that I am for the establishment of State 
Bank for tapping mofussil capital. 

9266. Chairman: You say that you want a State Bank. Will that 
State Bank have a branch at every mofussil station where at the present 
moment there is a post office savings bank?—My idea is that the State 
Bank will do the Currency business and Treasury work, and also do the 
industrial and land mortgage business. 

9267. Have you at all tried to picture to yourself what the cost of that 
organisation will be?—^The Government, through the Post Office, have been 
doing that W'ork; now that work has only got to be improved. 

9268. Surely, you do not mean to suggest that there is a defect in the 
system. So far as I know, the post office savings bank arrangements are 
verv much appreciated by the public. I do not quite understand what you 

8 K 2 
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mean by improvement ?—By improvement I mean certain facilities to be 
given to illiterate people in the mofuasil in the matter of v’ithdrawal of 
money etc. 

9269. I have administered that Department myself for over five years 
and I know that the postmaster has to be satisfied, before he disburses thaf 
money, that the money is not being paid to the wrong party. So far as 
my experience goes, there has been no complaint from the ntofussil stations. 
Your original idea was that there should be a big State Bank and that this 
State Bank should have a branch at every mofussil station where there is at 
present a branch of the Post Office Savings Bank. The other day a witness 
told us that the post office savings bank is being worked very economically; 
that the postmaster seldom gets more than Es. 150 per mensem; normally 
he gets about Es. 100. This, no doubt, is a very cheap arrangement. Tf, 
on the other hand, you were to substitute for that machinery a regular 
branch of the State Bank, the cost is bound to increase.—T wish to make 
my meaning clear. There has been a great talk about the deposit habit. 
Government have withdrawn the stamp duty to popularise the cheque 
system all over India. I know for certain that certain people do not go 
to the postal savings bank on account of their illiteracy and on account of 
the difficulty in withdrawing money. What they do is to deal with the 
post office through a third party, possibly a son or some other relative, thus 
exposing themselves to the possibility of their being deceived. If Govern¬ 
ment can introduce some such system as the po.stal cash certificates where¬ 
by illiterate people can deposit their money and also withdraw their money 
in the same way as notes, it would be a great advantage. 

9270. If they are so illiterate and in addition sc gullible as to be deceived 
by their own relatives, Eow can a solution be achieved?—By introducing a 
system of coloured notes, different denominations being represented bv 
different colours, red, blue, etc. 

9271. Have you at all considered the possibility of fraud in the various 
directions which may arise from such an arrangement ?—Of course there are 
two sides to every question. If illiterate people can be guided by colours 
in the matter of recording their votes, then the system of coloured notes 
could be introduced safely. 

9272. My point is: if, for instance, rod notes are issued by some Trea¬ 
sury, what stands in the way of similar red notes being manufactured by 
millions of people who will be anxious to make money?—I admit there will 
be no safeguard. 

9273. Therefore, I take it that you are not so keen on replacing the 
postal savings bank system by a scheme of coloured notes?—^Not under 
the circumstances you mentioned. 
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THIRTY-FIRST DAY. 
Tuesday, 14th October 1930. 


Present; 

Sir Bhupendea Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. [Chairman). 
Sir Purshotamdas Thakurdas, Kt., C.I.E., M.B.E. [Vice-Chairman). 

Mr. V. Eamdas Pantulu. 

Mr. E. W. Buckley. 

Mr. G. K. Devadhas, G.I.E. 
Choudhri Mukhtah Singh. 

Mr. V. K. Aravamddka Ayangak, M.A., G.I.E. [Secretary). 

Mr. E. P. Masani, M.A. [Joint Secretary). 

Sir Lalubhai Samaldas and Mr. S. L. Apte, representatives of the 

Bombay Provincial Oo-operative Bank were examined. 

Witneea [Sir Lalubhai Samaldas): Sir, my Ghairman, Sir ChunOal 
Mehta was to come here today, but unfortunately or rather fortunately 
he is at the moment engaged in a Government of India’s work on the 
Salt Gommittce and he is very sorrj" that he has not been able to come 
here today. I will try my beat to represent him and can only oxpresa 
his and the Bank’s regret at his unavoidable absence. In his place, I 
have requested Mr. S. L. Apte, who is one of the Directors of the Bank 
to come and help me. I hope the Committee will have no objection. 

Ghairman: We are very sorry that it has not been possible fur Sir 
Chunilal to come here, but we welcome you and Mr. Apte; I am sure that 
you both will be able to give us all the assistance that we require. 

9274. Mr. Manu Subedar: Sir Lalubhai, you were a Chairman of the 
Bank for some years?—Tes, that was some years ago. 

Witticss: Mr. Chairman, if you will kindly allow me, I want to read 
cut a statement which is as follows: 

“With reference to point 18 of the supplementary note of the evi¬ 
dence I should like to mention to the Committee that although 
in December 1929, the Dhulia branch of the Imperial Bo^ 
of India—and I am given to understand other branches as 
well—^intimated to local Co-c^erative Banks that they would 
stop issuing drafts on Government account at par for any 
purpose whatsoever, on this matter being represented to the 
Government of Bombay, the orders were countermanded and 
at present Co-operative Banks are permitted the use of drafts 
on Government account at par on their submitting oertificatca 
of the type mentioned in point 11 of the note. 

Similarly, with reference to points 20 and 21 of the note, I should 
like to make it clear that since Eebruary 1930, &e Bhulia 
branch of the Imperial Bank of Lidia has modified its pre¬ 
vious policy and at present no inconvenience is felt in either 


Mr. F. V. Eushforth. 
Mr. Manu Subedar. 

Sir'H ugh Cocke, Kt. 
Dr. L. K. Hyder. 

Mr. W. Immoxd. 
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of the two respects at the Dhulia Branch of the Provincial 
Co-operative Bank. Whether this change in the attitude is 
due to the representations made by the Bank to the Govern¬ 
ment of Bombay and the Bombay Provincial Banking En¬ 
quiry Committee or to a change in the personnel of the staff 
at Dhulia, it is difficult for me to say. The present practice 
seems to be that instead of withholding the issue of drafts 
the local Agent gets himself satisfied by asking for the neces¬ 
sary explanation from the branch of the Provincial Bank, and 
I would mention that such explanation we shall always be 
very willing to supply as there is no desire on our part to 
misuse any concessions panted by Government.” 

9275. Chairman: In your answer 1 find that you suggest that the defini¬ 
tion of a bank should be so framed as to include societies registered under 
the Co-operative Societies Act. Will you kindly tell us the reasons for 
this suggestion?—^We would not have made this suggestion had we not 
experienced certain difficulties when our debentures guaranteed by the 
Government of Bombay under the orders of the Secretary of State were not 
treated as trustee securities, merely because the word used under the 
Trusts Act was the word ‘company’ and not ‘society’. Then we approached 
the Government of India who regarded the matter as too trifling to be 
tackled by them. Later, one of the Directors of the Bank, Sir Fazulbhoy 
Curimbhoy, who was a member of the Assembly, moved an amending bill 
which was accepted by the Government and passed. We want that in 
future when the Eeserve Bank Bill comes into existence—as it is hoped 
it soon will—^the same mistake of not classing our bsinks as banks should 
not debar us from the concessions that we, as banks, are entitled to. 
'Another thing is that we are doing banking business and therefore wc 
should be classed as banks and not as societies. 

9276. Take your Apex Bank or your Central banks. Are these also 
treated as societies?—They are called societies but they are doing banking 
lusiness, and therefore they are all banks in the real sense of the term. 

9277. You do not want your primary^ societies to be treated as banks? 
—^No; but I want to make an exception. With regard to the primary 
societies 1 had in mind the rural primary societies or the urban non-credit 
societies when I said ‘no’. But there are what are called urban banks 
which are doing purely banking business; they should be treated as banks. 
Pules may be prescribed laying down that urban banks with a working 
capital of Rs. 50,000 should be treated as banks while those with working 
capital below that figure be classed as societies. We have suggested one 
standard; on behalf of the all-India Provincial Co-operative Association 
another standard has been suggested. It is therefore for this Committee 
to decide what would be the right figure: that is, whether it should be on 
the paid-up capital basis or whether it would be on the working capital 
basis. 

9278. Among the reasons given by you in support of your statement 

that co-operative societies and banks are entitled to concessions, you men¬ 
tion the practice among several co-operative banks to divide their profits 
with borrowing customers after the payment of a stipulated return on 
capital. Can you give us some particulars as regards the banks in your 
province that have thus shared the profits with their customers?—I will 
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take our Provincial Co-operative Bank, when we entered into an agreement 
•with the Secretary of State for the Bombay Government’s guaranteeing our 
-debentures, it was laid down that if a dividend of more than 6 per cent, 
was declared, half of the extra profits should be given to the borrowing 
societies; that is tq say, taking the figure of 10 lakhs of share capital as an 
instance, if our profits came to one lakh and 20 thousand and if we took 20 
thousand as provision against bad and doubtful debts, then -sve would have 
one lakh remaining. If the Board decided to declare a dividend from 
the whole, the amount of 40,000 that will remain after paying a dividend 
of 6 per cent., that is 60,000, must be divided equally between the bor¬ 
rowing societies and the share-holders. This is the practice with regard 
to the Provincial Bank. In the ease of District banks, a rebate of i per 
cent, is allowed. In the case of the urban banks, they keep back 25 per 
cent, as reserve, they can declare a dividend upto 9 per cent.; the 
remainder is used for distribution among the borrowing customers. The 
Begistrar has laid down that this should be incorporated in the bye-laws. 1 
have a copy of the bye-laws in Maharnti, but we will get them translated 
into English and send them to you. 

9279. It wilt be very useful if you and Mr. Apte will kindly send us a 
note supported by an English translation of these bye-laws. The point 
then is that where a society or an urban bank adopts these bye-laws, it 
ibecomes obligatory on it to set apart a certain portion of its profits for the 
benefit of its customers?—^That is the position. 

9280. Assuming that both the borrowing banks and the borrowing 
■societies get this concession, then in pither case is it passed on to the 
primary borrowers?—That is done directly or indirectly. 

9281. You as a district bank, having received this money from the apex 
bank, pass on a portion of it to the actual borrower?—Nearly the whole 
•of it. 

9282. In what way do you do that?—We give the rebate triennialy, 
the profit is distributed at the end of three years pro rata. 

9283. You mean in proportion to their borrowing from you?—Ye-*.. 

9284. Chairman: Your Board suggest that co-operative' banks which 
are now exempted from payment of income-tax on profits should also be 
exempted from payment of income-tax on income derived from investments 
in Government securities. What would be your answer to the criticism of 
one of the pro-vincial Committees that it is no part of the business of co¬ 
operative societies to invest a great deal of their capital in interest bearing 
securities and that if they do so they should, like other investors, be 
subjected to the deduction of income-tax from the return on such invest¬ 
ments?—May I in this cormection refer you to the recommendation of the 
Bombay Provincial Banking Enquiry Committee which brings out the 
point clearly? 

928.5. I take it you are referring to paragraph 235 of their report—Yes. 

9286. That may apply to the case of securities which you are compelled 
to purchase to maintain the required fluid reserve; but the impression I 
gathered in examining the representatives of certain other provincial co¬ 
operative banks was that the actual securities are in excess of the fluid 
reserve which the provincial bonk has to maintain under the Begistrar’s 
rules. Why should they be free from income-tax or super-tax?—May I 
just go back to the basic principles of banking? 
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9287. That is another matter. So far, you have been trying to pursue 
the Bombay Committee’s argument and here I have mentioned to you 
'an argument which to some extent meets that argument. If you have 
other arguments to produce, I shall be glad to hear them.—That is the 
first argument. Secondly, we want to help Government if we can in our 
own way and Government should treat us as though we were their helpers. 
We get deposits from district banks and other affiliated banks which come 
to about 75 per cent, of our fixed deposits and we have to keep that 
money, the arrangement being that an apex co-operative bank must be a- 
bank for giving facilities to district banks when required and to keep tlieir 
money when they do not want it. It is an arrangement for the whole 
movement. When we get that money, we must use it. If Government, 
on account of financial trouble, is not able to develop the co-operative move¬ 
ment as it ought to for a year or two and the money is there, we can use 
it in two ways only, i.c., either in buying Government securities or lending 
to joint stock banks approved of bv the Eegistrar and in our ease by Gov¬ 
ernment also through the Accountant-General. The Accountant General 
and Government fix limits for loans to Be advanced to each bank, whether 
Exchange banka or joint stock banks. Supposing we are flush with 
money at a certain time and have, say, 50 lakhs of rupees and we do not 
require it for three or four months, we do not want to lose interest on the 
money. Government are in dilfiSculties just now and have borrowed trea¬ 
sury bills at a very high rate, but when they were not doing it, we had' 
to invest somewhere and we could invest only in Government paper. We 
want to make as much profit as we can and we advance to banks whicE 
are prepared to co-operate with us. We do not want to advnnc.e ro banks 
that do not treat us as equals. There are few banks who would treat us 
in that way and we advance to those banks, or else we have to keep the 
money idle which would mean a great loss to us. I suggest that income- 
tax on Government securities should not bo charged, because we believe 
that that income is a part of the income we would have received had the- 
movement spread as we M-anted it to spread. It does not so spread and at 
times progress is slack because Government have no money to spare for 
the expansion of the movement. Sometimes Exchange banks or other 
banks are flush with money and do not quote for deposits or quote a very 
low figure. We think it best at such times to invest in Government secu¬ 
rities . 

92BS. So far as the money is required for what I may call legitimate 
use, i.e,, inside the co-operative movement, I have nothing to say; but 
when there is no use for the money for legitimate purposes (I shall use that 
expression in the sense I have already explained) and when you use it, 
would net that constitute an unfair competition with an ordinary joint stock 
bank? Suppose this concession, i.e., e.xemption from the operation of the- 
ordinary Income-tax Act, were given to you irrespective of the consideration 
for which the money is used, nothing would prevent you from attracting 
as large deposits as you can and then investing the funds in Government 
securities. I am not concerned at the present moment with what the 
present provisions of the law may be. I believe that one -witness who- 
gave evidence on behalf of another co-operative bank said that they were 
oontesting the present decision of Government, i.e., the legality of it. If 
the decision -is illegal, it is quite different. It does not come within the 
purview of this Gommittee. But looking at it ffona the punely backing 
point of ^ie^, H the ooncessiMi were to be given to you without any Kmi- 
tation, is that not likely to lead to an unfair competition between, say, your 
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apex co-operative bank and another joint stock bank situated also in 
Bombay?—In the first place, I would like to make it clear that a bank 
ought not to refuse deposits at a fair margin. I believe the bankers 
present here would agree with' me that if a bank once tries to choke off 
deposits, it would not bo able to attract deposits at a later stage when 
money is actually w^anted. 

9289. I do not contest that?—Therefore we have to borrow. The second 
point is about the rate of interest. I believe I am right in saying that 
as regards my provincial bank aud most of the well managed district banks 
the rate is not at all higher than what indigenous joint stock banks pay. 
I believe the Exchange banks usually pay 4 per cent, on annual deposits. 
We pay 4|.. On current accounts we pay 2 ])er cent, during the slack 
season, i.c., from 1st July to 31st December, and per cent, during the 
remaining six months of the year. I believe almost all the indigenous 
joint stock banks do the same. Some of the Exchange banks pay 2 per 
cent, during the whole year, some follow our precedent. The Imperial 
Bank of course has Government money. We are not competing unfairly 
or taking advantage of the concessions given to the movement by compet¬ 
ing unfairly with Exchange banks or joint stock banks. Our rates are 
equal to those of the best managed joint stock banks; they are lower than 
those of some of the Indian joint stock banks. I do not think that Ex¬ 
change banks would ever complain that the co-operative movement is 
taking away money from them. They pay 4 per cent, and get as muck 
money as they want. 

9290. Even so, what is the result? If Government were to give this 
concession to your bank under a peculiar arrangement, a part of the profit 
would be passed on to the borrowing societies and therefore it .may or it 
may not be passed on in tlie loug run to the borrowing ryot. Still a portion 
of it w'ould go to the advantage of the shareholders of the bank and to 
that extent there may be unfair competition between your bank and a joint 
stock bank. I need not discuss the question of foreign Exchange banks 
or of the Imperial Bank.—^We want fair treatment and under the Act as 
it stands at present all our income should be exempted from income-tax. 

9291. At the present moment I am not discussing the legal aspect. If 
you are entitled to get exemption under the law, you will get it, but 
apparently you are not entitled to it under the law and that is why you 
are not getting it. At the same time we have been told by some witnesses 
from Madras that they are going to contest the legality of that dension. 
We may therefore leave out the legal part of it. Bo far as the rights ars 
concerned, a doubt has arisen in my mind, and perhaps in the minds of 
m.v colleagues, that if this concession were given without any limitation. 
It might operate as an unfair competition against an ordinary joint stock 
bank.—I shall take the balance sheets of my bank for the last 5 or 6 yeam, 
work out the fluid resource, the money we get, the actual income we have 
received from Government securities over and above the fluid resource, the 
amount of concession that would come to us if this concession were ex¬ 
tended and then we can see whether it would be feasible for us merely 
with the help of this amount to compete vsdth a joint stock bank. I am 
coming to the practical side of the question. 

9292. Would your calculations bring out- the fact that the amount is 
too small to be of help to you ?—^I never said it would be too small to help 
ns; it would be too small for competition. 
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capital for tee latter Bank should be more. Why do you differentiate?-— 
I am only particular about rediscounting facilities. 

1031. With le-discounting facilities, the requirements of the Indus¬ 
trial Bank would be smaller. Is that what you say?—yes. 

1032. In connection with what you say with regard to the reduction 
of the rate of interest for the benefit of the middlemen up-country, you' 
say that does not mean any assistance to agriculture. Do you know what 
happened when the Tata Industrial Bank opened a branch at Hapur? 
Till 1922 the Allahabad Bank alone did banking business there, and they 
were lending on wheat in pits at rates of interest ranging between 12 and' 
16 per cent, between the months of April and November. When the Tata 
Industrial Bank opened a branch there, they cut down the rate of interest 
to 10 per cent, and later on when the Imperial Bank opened a branch there, 
they cut down the rate still further to 7 or 6 per cent. Po you think that 
competition of the Imperial Bank is a thing to be objected to?—I have not 
got anything to say against so far as it is a reasonable rate of interest. 

1033. Do you not think that even 7 per cent, is a high rate of interest 
for financing goods during the months when money is going a-beggmg^ 
at the principal Presidency towns of the country?—It cannot be considered 
a high rate because in this case the advances are made only for a few 
months in the year, while all the year round wc have to keep an estab¬ 
lishment all the same at that place. 

1034. Do you keep a costly establishment there?—^No. Even at present,, 
our business is not up to much there. Because there are 3 or 4 banka 
in the place, our investments hardly come to 3 or 4 lakhs of rupees. If we 
are able to invest large amounts in the slack season, then the interest rate 
may be said to be high. 

1035. Any way you do not object to the Imperial Bank having reduced 
the rate to 6 per cent. ?—No. Still three banks being in existence there, 
none of them is making a profit. I object to the market being thrown open 
at one place where there is not sufficient business. As it is, we will have 
to close the branch of the Central Bank at that place. Formerly our in¬ 
vestments amounted to about Es. 10 lakhs but now they have beext 
reduced considerably owing to competition, although our establishment 
charges are the same. 

1036. In any case, now that the local middle-iman has to pay only fr 
per cent., to that extent ht; has had relief and to that extent he will be a 
better buyer from the growers. Therefore, the Imperial Bank’s competition 
has really bettered the position of the cultivator?--It may be so at certain 
places. If the Imperial Bank’s lending rate is only 7 per cent. I have nO' 
objection, but I would not approve if the rate is under 7 per cent. 

1087. You have said that because the exchange banks are attracting^ 
deposits at a lower rate than the Indian indigenous banks, some restrlo- 
tions should be placed on their operations. Dees it not amount to your 
asking for protection against the exchange banks?—^It ccanes practically 
to the same thing. 

1088. And the net result of all that is that you have formed an opinioB- 
out of 30 years of experience in banking that if the Indian indigenous 
banking is to flourish, you must be protected against competition by thsf 
exchange banks?—^Yes. 
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9293. If it is too small for competition, then I suggest it is also too 
small to help you. It means that half the additional profit would be dis¬ 
tributed among the share-holders.—That is one of the reasons why I want 
half to go to the primary societies. After aU, if you come to the basic prin¬ 
ciple, what is the co-operative movement doing? It is helping the agricul¬ 
turists whom it is the duty of Government to help. We are doing our duty 
by Government and I think it is the duty of Government to stand by us. 

I think we can as a movement help Government to get land revenue from 
the agriculturists. 

9294. That is an arrangement peculiar to Bombay. We are considering 
this question as a general question for the whole of India and we cannot 
overlook the fact that in the rest of India, profits sim^iy go to the share¬ 
holders or add to the reserves of the bank.—I have presided over some pro¬ 
vincial co-operative conferences and I know that complaints iiave been 
made by Government officials that provincial banks unnecessarily raise the 
rate of interest to attract deposits to invest them in the movement in 
order to get more profits for the share-holders. We are not doing it in 
Bombay and we do not want to do it. I would like the Committee to 
consider our case as a special one. 

9295. We will undoubtedly pay the fullest consideration to the views 
you have placed before us, but let me put it to you that we cannot make 
a special recommendation in favour of Bombay.—You might make it a rule 
that those who divide their profits after allowing for a certain dividend 
with the societies might be given a concession. 

9296. If they pass over the whole of the additional profits to the borrow¬ 
ing societies and if we ware satisfied that the whole of such additional 
profits actually reached the ryot by a reduction in his borrowing rate of 
interest, perhaps that would have a greater impression on our minds; but 
unfortunately that is not the position. I think we have got from you all 
the information we wanted^—I want to make it clear that if this concession 
is granted hall of the extra income will go to the societies and the remain¬ 
ing half will remain with the Bank. 

9297. Would you object to Government assistance being given in a 
direct form as a cash subsidy instead of being concealed in the f.orrn of 
an exemption from tax?—^I would like to have it as a right. It is better 
not to have it than have it as a subsidy. 

9298. You can only have it as a right if it is decided by competent legal 
authorities that the present law gives you the right. If, on the 
other hand, it is decided by the legal authorities that the 
present law does not give you the right, we actually come back w the 
question of a special concession.-—I feel rather hurt when the word ‘con¬ 
cession’ is used. I want it as a right for the movement. If the word 
‘right’ is too strong, I shall only say that I do not want a subsidy. 

9299. It has been suggested that interest derived from Government 
securities held as an investment of the reserve fund should be exempt 
from income-tax but not the interest on securities held for any other 
reason, e.gr., temporary employment of funds during the slack season. I 
take it that would not satisfy you.—-It would, not satisfy me 

9300. You suggest that the Provincial Co-operative Institute which 
arranges courses of training for the co-operative managers and bank ins¬ 
pectors’ examinations should be assisted by Government in conducting a 
regular school for advanced training in co-operative banking and 
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Indian banks and later on as soon as be becomes stronger, with two or 
three persons he will form a joint stock company or a district joint stock 
bank. 

1085. You know banking in India has come down from generation to 
generation and you know also the westernised banking. Do you see any 
difference between the fundamental bases of the two systems of banking?™ 
Yes, banking is more or less based on credit and the westernised banking 
as administered here in India is based on visible assets. That is the 
main difference. 

1086. Why do you say in India? Is it not so in the western countries?— 
What I have seen in western countries is that the banks work more on 
credits than on visible assets. 

1087. Do we understand you to say that the European banks work in 
India on different basis?—Yes. 

1088. So, there is a difference in the method of working?—Yes. 

1089. Out of these two which do you think is better?—The one that is 
adopted by all the countries of the world that are in a prosperous condition 
and that is, the system based on credit. That is real banking. Everywhere 
in the world it has been done like that. But the present difference is on 
account of the fact that the foreign banks having first taken the position 
and not having come in touch with the Indians, they had possibly to adopt 
this way of business. 

1090. You think that what is required here is to introduce the old in* 
digenous method, tliat is, to advance moneys on one’s respectability and 
his position and also the weight he carries with the society?—That is the 
way in which the Western banks are doing their business. 

1091. Finally, Mr. Pochkhanawala, I will read out to you what one 
of the witnesses has said under the heading of “Finance oT Foreign 
Trade”. That witness says: “The financing of foreign trade in India is 
at present an exclusive function of several non-Indian exchange banks 
of various nationalities, with their head offices situated abroad. These 
banks are very strongly organised against; other banking agencies and 
their enormous capital resources make it impossible for all but an equally 
formidable institution to enter the field of exchange business which the 
established banks h.avo come to regard as their pidvileged sphere of busi¬ 
ness. The non-Indian character of these banks precludes the possibility 
of bringing their actions into line with the dictates of national interests 
and has naturally cieated a bias against the children of the soil conferring 
some distinct advantages on the non-nationals carrying on either export 
or import trade in India. The difficulties coj if routing the Indian traders 
are directly traceable to this bias and differential treatment accorded to 
various sections of the commercial community. The committee of the 
Chamber have received information from some members that without 
confirmed bankers’ Letter of Credit from abroad, no credit facilities are 
available from any important banks in Calcutta’’. Does it represent your 
views?—Yes, it supports my viewe. 

1092. Chairman: Talking about the indigenous bankers and the in¬ 
digenous banks, I would like to ask you some questions. Some of the 
Provincial Committees have stated that subject to certain restrictions ife' 
may be possible to make airangements which will enable them lo provide 
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accountancy. Will you kindly tell us whether any scheme has been drawn, 
up for such training and whether it was submitted to Government at any 
time?—A rough scheme was drawn up by the Co-operative Institute for 
a school of this kind and it was thought that the Government of Bombay 
would assist it to a certain extent. Later on, the financial position of the 
Government was such (as I believe is the case with other provinces and 
even with the Government of India) that it was understood that the 
Bombay Government would not be able to help us. The scheme was not 
therefore put in a final shape in which it could be presented. 

9301. Therefore it is one of the many schemes which had to be laid by 
until the financial position of Government improved and even if we were 
impressed by the necessity of the measure and made a recommendation, 
obviously it would share the same fate.—It might. I daresay yom Com¬ 
mittee knows the kind of work done in the Punjab for the education of 
these ofi&cers. I would refer you to the “Eeport on the system of training 
of Co-operative officers in the Punjab”. At the Kegistrars’ Conference in 
1928 Mr. Darling explained the kind of educational work they were doing 
in the Punjab. I think that what Punjab is doing ought to be done in all 
other provinces. At present we have not got this type of schools and it 
is open to anybody to say that our men are not properly.trained. We do 
not want that allegation to be made although that allegation is' not justified, 
because our men and the men of district banks are as well trained as any 
other bankers. We have not got theoretical education, but these people 
have education by experience. I want that the men in the co-operative 
movement should have the same theoretical education which other bankers 
have had and therefore we want that facilities should be given to us. It'is 
a pity that the Bombay Government cannot help us at the present -time, 
but if your Committee recommends that education of this type should bo 
given, I believe that the rich men of Bombay and the co-operative movement 
would combine to raise a school and approach Government for grant. I 
want your Committee very seriously to consider whether education of this 
kind over and above that provided in the syllabus of the Bombay Univer¬ 
sity for the Arts, honours in economics and Commerce and Agriculture 
courses is necessary to enable them to do their work better than they are 
now doing. 

9302. I think you said th.at the Bombay Government were not willing 
to pursue this matter until their financial position improved. That shows 
that they themselves admit the desirability of introducing some such 
arrangement. That being sc, what prevents the co-operative movemenc 
and the rich men of the Presidency who are interested in the movement 
from finding the money for a school of this sort without waiting for the 
recommendations of this Committee?—I would not have mentioned this 
matter if it had not been included in the questionnaire.- As it had been 
included, I wanted to have your blessings. 

9303. You also suggest that co-operative banking should be introduced 
as a special subject for the degree of Bachelor of Commerce and for the 
examinations held by the Indian Institute of Bankers and the lower com¬ 
mercial examinations conducted by Government. Having regard to the' 
fact that the general subject of co-operation is included in the syllabus for 
the degrees in Arts with Economics and in Commerce and that there are 
and would be special facilities for practical training in co-operative banking, 
would you still insist on greater prominence being given to the subject of 
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co-operative banking in the syllabus of University examinations?—Co-opera¬ 
tion is one of the fourteen subjects and one of the sub-subjects of these 
fourteen given in the Bombay University handbook. If any economist can 
tell me that co-operation is receiving the attention or is given the pro¬ 
minence that it deserves, I am prepared to withdraw my recommendation. 
Co-operation is at present a subject for the Honours History Course or 
History and Economics course or the College of Commerce examination. 

I specially want that graduates whom we want to take up either with 
Honours in Economies, in Arts or Commerce should have a greater know¬ 
ledge of theoretical training in Co-operation. 

9304. You state that your Board are definitely of opinion that a pro¬ 
portion of the receipts from cash certificates and savings bank deposits 
should be made available, preferably through co-operative agency, for 
financing agriculture and small industries. Leaving aside the general 
question of the utilisation of such savings for the general requirements of 
the State, will you kindly furnish any facts and figures to show how co- 
cperative banks have Ijeen handicapped in financing rural areas owing to 
the investment of savings in rural areas in cash certificates and savings 
deposits and the directions in which local production could be 
helped if such savings were placed at the disposal of co-operative 
banks?—I think that when this question was drawn up the Committee 
probably felt that the co-operative movement had sufficient money to invest 
in Gk>vemment securities or in joint stock banks. I do not want that the 
Committee should take the narrow view of to-day or to-morrow, but a 
farsighted view of the progress of the movement in all directions. It may¬ 
be that in one year one province is flush with money and in another 
year another province is flush with money, but if the movement does 
proceed as it ought to and is bound to protjeed if it is ever going to solve 
the question of the economic uplift of the agriculturists, this ought to fce 
and must be one of the chief objects w'hich the Committee should have 
in view. If that is so, I think provision should be made under which the 
movement could automatically expand. That is my argument on the 
theoretical side. About facts and figures, wo have noticed that postal cash 
certificates are issued at a rate which gives a better return to.the 'depositor 
than what he gets from us and therefore there have been withdrawals from 
us. I am not speaking for my bank, but personally I have felt all along, 
from the time I was in the Council of State, that Government take away 
money from the rural areas, instead of bringing back the advantage of that 
money to the rural areas. I am not particular whether it is done through 
the co-operative banks or not. The agriculturists have a claim on Govern¬ 
ment and I want to press that claim on behalf of the agricuituristB as one 
who feels for them as strongly as one feels for his fellow brothers. 

9305. Chairman: You are fully aware that the money at the present 
moment comes into the general capital resources of Government and the 
money derived from these sources are spent in the directions ■which 
undoubtedly benefit the agriculturists. There are three principal items 
in the Government’s capital programme; they are railways, irrigation 
works and thirdly, what are called as the provincial loan advance accounts. 
Each of these does benefit the agriculturist in a certain manner. If, of 
course, it had been established that the co-operative movement is actually 
in need of money at the piresent moment for the prosecution of its scheme 
of financing the rural agriculturists, imdoubtedly there might have been 
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a good case for Governmenl making that money available for that parti¬ 
cular purpose by reducing the outlay in some other directions. But bo 
far as the finding of the Bombay Provincial Banking Enquiry Committee 
is concerned, they say that there is no difficulty about raising funds, but 
the difficulty lies in seeing that the funds which are placed at the disposal 
of the co-operative movement are properly utilised and that nothing will 
be done to shake public confidence. Therefore, the wisest thing for the 
co-operative movement in your province to do would have been to use the 
funds at your disposal in the best interests of the population rather than 
keeping the funds locked up with the prospect of its being employed 5 or 
even 10 years hence. iMy recollection is that in the last Eeserve Bank 
Bill which was introduced in the Assembly some provision had been made 
for the grant of assistance to co-operative banks for the purpose of deve¬ 
loping their legitimate functions. If such a provision is made when the 
Eeserve Bank comes into being, would that not satisfy you?—Speaking 
for my own sake and not on behalf of the Bombay Provincial Co-opera¬ 
tive Bank, but speaking as a friend of the agriculturist, I want this Com¬ 
mittee to lay down, if it possibly can, that all monies received from the 
rural areas shall be earmarked for expenditure in rural areas only. I 
•do not want that money to go to the military expenditure of the Govern¬ 
ment of India or for the capital expenses at Delhi or say the Backbay 
reclamation of Bombay. 

9306. But you know, Sir Lalubhai, that those receipts never go to 
cover the military expenditure of Government but it has to be financed 
out of the revenue. And you know your Bombay back-bay scheme was 
financed out of the proceeds of a special loan. If people from the rural 
areas subscribed to that loan, can that be stopped in any way?—In any 
case we might leave it at that, but may I ask whether it is not possible 
for the Committee to make a recommendation for earmarking in the way 
I have suggested? 

9307. I have referred you to the provision in the Eeserve Bank Bill. 
The whole object of the Eeserve Bank is to secure greater mobilisation 
of the Eeserves. If we accept your suggestion—I do not know what the 
Committee will decide on this matter—^that the funds collected from the 
rural areas should be earmarked, then that will interfere to a great extent 
with the mobility of the resources and it is quite possible in the long run 
it might prove to be quite detrimental?—May I send you quotations 
giving the opinions of experts in foreign countries who say that this ear¬ 
marking will be much to the advantage of the rural population? 

9308. I have seen several quotations myself, but I can refer you to 
a great number of quotations which say that this earmarking is quite 
detrimental and is against the interests of the country at large. Now 
1 will proceed to another point. You ask that the Government of India 
be moved, in view of the need for developing banking and remittance 
facilities through all possible channels in rural India, where co-operative 
banks are the only organised institutions operating, to recognise that 
inland exchange business is a legitimate function of co-operative banks. 
To enable the banks to do such business you plead for the continuance 
of the concession of free transfer of funds through the Treasury and 
State; that if a State Central Bank does not come into existence, apex 
banks in various provinces may have to continue to form their own all- 
India Co-operative Bank to which certain privileges will have to be 
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allowed. Will you kindly explain what scheme you have in view?—If you 
permit me to take up some of your time, I would like to give you the 
history from the very beginning. In the first place, talking on the prin¬ 
ciples, I would like to quote one sentence from the Report of the Hilton- 
Young Commission. They have said, “we trust that emphasis will be 
laid on the provision and extension of cheap facilities to the public includ¬ 
ing banks and bankers for internal remittance’’. This is an observation 
which your Committee should examine whether you agree with the general 
principles or not. I would now go back to the historj' of the case dating 
from about 1920. The then Registrar of Co-operative Societies at Bombay, 
Mr. Rothfield, was sent by the Bombay Government abroad to study the 
question of internal exchange and inland exchange and the cheque system 
as worked in the co-operative movement.in other foreign countries. He 
came back with new ideas and at his suggestion the then Governor of 
Bombay (now Lord Lloyd) thought that it was best that the co-operative 
movement in this coimtry should make the system of cheques and other 
instruments of credit popular in rural areas. To do this and to faci* 
litate the internal trade remittances, Government decided that co¬ 
operative banks should have this facility of using the R. T. Rs. 
for this kind of work. This went on for 2 or 3 years and the 
Governor at the various conferences and other occasions where 
he presided laid stress on the good work done by the co-operative move¬ 
ment in this direction. The next Governor, Sir Leslie Wilson, also 
supported the principle. Later on, the treasury officers at Belgaum, where- 
a co-operative urban bank was doing this work felt that the work 
was too heavy for them in the matter of internal remittances passing through 
the co-operative bank. They reported to Government saying that they could 
not do the work with the existing staff, but they wanted more men if this 
work was to continue. The Bombay Government referred the matter 
to the Government of Ind^. In this connection, I do not desire to mention 
personalities, but it is a fact well-known that the decision of a Secretary 
or a Deputy Secretary in the Departments of the Government of India 
is tantamount to a resolution of the Government. Well then, the Gov¬ 
ernment of India issued its resolution in 1924 and you are all familiar -with 
the terms of the resolution. We objected to that resolution. Till then, 
the Imperial Bank did not have any objection to this kind of work being 
done by us. Later on the Imperial Bank found that one of omr branches 
was doing the internal remittance business so well that they said that 
they were not going to give the usual inland exchange facilities to the 
co-operative societies so long as the Government of India orders were in 
their favour. We wrote to the Registrar of Co-operative Societies, Bombay, 
on this matter and also to the Government of Bombay. The Minister m 
charge called for a committee of some of us (Directors of the Provincial 
Co-operative Bank), I think Sir Chunilal Mehta, the then Finance Mem¬ 
ber, was satisfied that the co-operative movement was entitled to do this 
kind of work as it was their legitimate business but as the question of 
the Imperial Bank giving them facilities or not was more or less a question 
which was for the Imperial Bank itself to decide, he advised us 
to approach the Imperial Bank authorities in this respect. On that 
suggestion we wrote a letter to the Imperial Bank. I think Sir Pursho- 
tamdas Thakurdas was the Chairman of the Board of Directors of the 
Imperial Bank of India at Bombay then. Sir Purshotamdas Thakurdas 
kindly arranged for an informal meeting on this subject which was attended 
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by Mr. Bidland, the late Mr. B. F. Madan, Chairman of our Bank the 
Managing Director of the Provincial Co-operative Bank and myself. 1 
have got copies of all the relevant papers in regard to this matter and 
shall be very glad to send them on to you. Mr. Bidland said that he 
would stand by the Government of India orders in this matter and 
that we should not do this sort of business and also complained of the 
way in which some of our branches did the business. We then 
assured the Imperial Bank authorities that we would not utilize any 
Government concessions for this business wherever the Imperial 
Bank had its branches, but would only cover the field where the 
Imperial Bank or other joint stock banks had no branches. Mr. 
Bidland said that it was not his concern, but said that on principle 
he did not like us to do this business. Later on at the Eegistrars of 
Co-operative Societies Conference held at Bombay in 1926 Mr. J. A. 
Madan moved a resolution on this subject. It was divided into two 
parts; one was that the co-operative movement can do this inland exchange 
business and secondly the E. T. E. facilities could be utilised for purposes 
of inland exchange, demand drafts, etc. This resolution was opposed by 
Punjab and others and it was finally resolved to accept the first part of 
the resolution that this was a legitimate business of co-operative banks; 
but as regards the latter part of the resolution they did not think it right 
that remittance transfer facilities should be utilised for inland exchange 
business. My request now to your Committee is that you should examine 
this question primarily on the firat issue, whether the Government of 
India was wrong and whether the Eegistrars Conference in 1926 and the 
Provincial Banks Conference, held later, were right in principle. I can 
again quote various instances of foreign countries and foreign banks where 
the co-operative institutions are permitted to do this business. 

9309. If you will kindly send us the copies of the correspondence 
including those which you had with the Governments of India and 
Bombay it will be of very great help to us?—-I shall do so. We knew 
that we cannot fight the Imperial Bank and we thought it best to give in, 
as regards the inland exchange. We have no complaint against the 
Imperial Bank, but our complaint is all against the Government of India 
in regard to this matter. My second complaint is that the Imperial Bank 
were very strict in canying out the instructions of the Government and 
did not trust our work to the extent that we wanted them to. The 
Imperial Bank wanted us to give certain certificates in regard to this 
matter of inland exchange business and our point is that no such restric¬ 
tions should be placed on us and that the Imperial Bank should treat 
us in the same manner as any other Indian joint stock bank. 

9310. Mr. Ravidas Pantulu: Has the Imperial Bank any power to 
ask for such a certificate from you to say that it is for bona fide co-operativ« 
purposes?—I entirely agree with you that thev have no such power, if 
they found that we were abusing the trust, the proper course for them 
would be to report to the Government, but they have not done so. 

9311. Chairman: I think you said in regard to the case which occurred 
in your Province at Dhulia, the Imperial Bank has since agreed to accept 
the certificate?—They are raising difBculties at times. As I have said it 
all depends on the local men. The previous Agent the Imperial Bant 
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at Dbulia was, if 1 may say so, very rigid and insisted on his pound of 
flesh but with the present Agent we are getting on very well. 

9312. Anyhow your point is that the Imperial Bank are bound to obey 
the orders of the Government of India in this matter. So we need not 
pursue discussion. Government of India orders have laid down the form 
of safeguard which they want the Imperial Bank to adopt to prevent 
abuses?—That is no doubt a fact. But I might add that when we 
approached the Imperial Bank for an advance against the pronotes of 
district co-operative banks backed by our own signature, the Imperial 
Bank, thought it not safe to advance monies on the security of these 
pronotes, as the security of our pronotes had a prior claim for the deben¬ 
ture issues. Later on two of our directors met the directors or the Manag¬ 
ing Governors of the Imperial Bank and explained the whole position to 
them; as a result they agreed to give us a cash credit of Rs. 8 lakhs on 
the pronotes of our societies or agricultural paper as they are called. This 
concession continued for a number of years. Then all of a sudden they 
stopped this concession. VVe applied again to the Imperial Bank autho¬ 
rities and I drew the attention of the then Finance Member (Sir Basil 
Blackett) to the state of affairs, and I do not know whether it was as a 
result of the Imperial Bank considering our claim as reasonable or whether 
through Sir Basil’s private instructions, the Secretary of the Imperial 
Bank sent for me and said that as we had not taken advantage to the fullest, 
extent of the principle of cash credit they would reduce it by half, i.e., 
•1 lakhs. They continued to give us these facilities for some time more, 
but now they have suddenly cut down the facilities and have said that they 
cau advance no more on the security of agricultural paper. When this 
was stopped, we thought we were rather in an awkward position. We 
asked the Imperial Bank if they would give us money on our Govern¬ 
ment paper, not agricultural paper. They said that legally they could 
not do so so long as the debentures were in existence. We had to make 
other arrangements and I must say that other banks have treated us for 
more liberally than the Imperial Bank, who, considering that they get 
money from Government, should have been more accommodating. 

9313. I think you said little while ago that you were not allowed to 
go to any bank other than the Imperial Bank?—Not to lend money; we 
can advance money only to approved banks. Our position is this; we 
have consulted some eminent counsels on the point and we 
have been advised that the attitude of tlie Imperial Bank is not correct 
in law. We have therefore been waiting for an opportunity to bring this 
to the notice of the authorities; if the Imperial Bank decides to advance 
money on agricultural paper or Government paper, well and good; if not, 
we say that this Committee should recommend that when the Reserve 
Bank comes into existence, steps should be taken to improve the existing 
state of things in the manner which you think is proper. 

9314. But the Reserve Bank Bill ns introduced in 1927 did contain 
a provision to that effect?—That is so no doubt; but who knows what may 
happen in future. If this is not done, then the only course for the oo* 
operative banks is to have an apical.bank of its own; we might then come 
to the Government of India for assistance. As you know, when the 
Maclagan Committee met in Simla in 1915, they drew up a scheme for 
an apical bank. Our Chairman approved of this scheme, but I objected 
to it on the ground fhat it w.as giving all the powers to the Government 
and it was practically a State Bank. We wanted it to be a State-aided 
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bank. We then went to the then Finance Member, Sir William Meyer 
and he squashed the whole thing, saying “it is bureaucracy pure and 
sin^ple; I would not have bureaucracy in the Co-operative Movement.” 
Therefore I say that if some provision for our special needs can be madn 
in the Beserve Bank scheme, we have nothing to complain about. 

9315. On the lines of the Maelagan Scheme?—No, I was opposed to- it 
then and I am opposed to it now. 

9316. If I may make the observation, you have not answered my point. 
What scheme have you in view?—I cannot give the scheme oShand'now; 
all the co-operative banks will have to meet together and consider. 

9317. With regard to your grievance about remittances: as the remit¬ 
tance or the inland exchange business is connected with the legitimate 
business of the Co-operative Movement, it is already provided for by the 
orders of the Government of India. I take it that you want a further 
extension of the business of co-operative banks in that direction; that is, 
they should be allowed to do this remittance or inland exchange work 
irrespective of the fact that it is directly connected with the legitimate 
functions of the Co-operative Movement. Is that the point?—The Gov¬ 
ernment of India’s resolution is not like this. They say, “it is not your 
business.” I have with me at the moment a letter from Mr. Collins,' 
the then Eegistrar of Societies, and this is what he says, “The subject 
has come up and been the subject of orders on se^•eral previous occasions. 
Briefly the history is as follows. From abput 1920 when Mr. Eothfield 
was Eegistrar of Co-operative Societies the creation and development cf. 
indigenous forms of banking has been one of the features of the co-operative 
movement in the Bombay Presidency, and it has throughout received the 
declared support of Government. It is a side of co-operation regarding 
which the urban banks in this Presidency claim to lead the field, and 
it is in fact almost peculiar to Bombay. The privilt go of using Ecmittanoe 
Transfer Eeceipts at par for the remittance of their funds was given to 
co-operative banks under letter of the Government of India, Department 
of Land Eevenue and Agriculture (Land Eevenuc) No. 14/174/3, dated 
22nd August 1906, and when they began to take up exchange business, 
it vras used for this purpose as well. By 1923 the extent to which it was 
being so used was brought to the notice of Government, and in the 
enquiry which follow'ed, the Government of India ruled that the buying 
and selling of remittances was not consistent with the principles of co¬ 
operative banking, and that the concession had not been made to co¬ 
operative societies to enable them to carry on a commission business.” 
This means we cannot use the E. T. E.’s. 

9318. But you can use the E. T. E.’a for ordinary legitimate business. 
As it is, the business has to be divided into two classes, one is the issue 
of the E. T. E.'s at par for remittances connected with the legitimate 
functions of the Co-operative Movement and secondly, there is the remit¬ 
tance work which is really commission business and not the legitimate 
business of the Co-operative Movement.—The word ‘legitimate’ might 
create trouble. I have already made clear the sense in which I am using 
the phrase “legitimate business”. What I wanted to say was this: to 
help its members or its customers should be considered to be the legi¬ 
timate business of every urban bank; but it is co-operative in the sense 
that the members of the urban bank or its customers have every right 

voi.. m * • 
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to get the facilities which they would get from an ordinary bank. The 
question then arises whether the bank can use the li. T. E.’s for this 
purpose or not. I am prepared to agree that where there is a branch of 
the Imperial Bank, the Co-operative Movement will not do that kind of 
work using any concessions from Government, but where there is no 
brunch of the Imperial Bank, we feel that co-operation is the only agency 
which can help iriund trade, etc. 

9319. That does not in any way make me modify my impression; my 
point rernains that the business can be divided into two classes. Now 
the question is, is it desirable that co-operative banks should be allowed 
to do general banking business unless they have managed to get rid of 
certain defects inside the co-operative machinery? That is the only doubt 
which has occurred to me.—I can only speak with authority with regard 
to my own provincial bank. I am prepared to submit to any examination 
by an expert; I maintain that w'e are running the bank as efficiently as 
any other joint stock bank and if any defects are show'n therein—I do not 
mean there are no defects—I assure you, Sir, that the defects will not 
be greater than those found in any other joint stock bank. 

9.S20. I was not referring to any special banks. I was uskhig a general 
question. Even your Bombay Provincial Committee, after examining the 
facts placed before them, have noticed certain defects, and the Linlithgow 
Commission which made extensive enquiries also came to the same 
conclusion, namely, that there are certain defects inside the movement 
which ought to be got rid of. and I think that they referred to the neces¬ 
sity for greater education. I do not say that they condemned the move¬ 
ment. After all it is a movement for the benefit of the agriculturist?— 
Who kept them illiterate, if I may ask? 

0321. I am not dealing with polities ut the moment; 1 arn only 
concerned with the facts before me. As I have said, I do not condemn 
the movement. But there is the fact that at the present moment there 
are certain defects within the movement which stand in need of a remedy 
and which can only be remedied by the people who are interested in the 
movement. No outside machinery by arbitrary or sudden action can 
remove those defects; and my only question was, is it prudent that 
until those defects are removed, the co-operative institutions as a whole 
should be allowed to take up more work of a general banking character 
which is really otitside the field of their legitimate functions?—In the 
first place I do not think it is outside Iheir legitimate functions, as I can 
show from instances of other countries. Ag regards the defects which 
you mention, I can only say that there, is hardly any institution which 
is without some defect or other; not even thq Imperial Bank can say 
that their institution is perfect. 1 am of course prepared to admit that 
there are defects in the cooperative movement, but the question is 
whether those defects are vital or whether they are such as would prevent 
the movement from spreading in the right direction. 

9.322. My point is whether it w’ould not be better that the movement 
should try to get rid of these defects before it embarks on new work.— 
Sir, on behalf of the Board, I will send to this Committee definite 
suggestions as regards the line on which we would like to work; and it 
would help us, in drawing up our scheme, to know what those defects are. 

9323. T would refer you fo fhe report of the .Agricultural Commission. 
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9824. Sir Furshotamdas Thakurdas: I would like to understand the 
reason why your bank thinks that it is entitled to a facility which is denied 
to everybody else in the banking world, excepting the Imperial Bank which 
stands on an altogether different basis? Why should you ask for facili¬ 
ties which Mould enable you to compete better with other private joint 
stock banks or the indigenous bankers?—^You mean in the matter of remit¬ 
tance, etc. ? 1 hope you have got before yon the Provincial Committees' 
reports. May 1 refer you to the map in the Bombay Report which shows 
where the Indian joint ^tock banks stand. Our idea is not to compete 
with or interfere with other people's business, but we do claim that we 
have as much right to be considered as the Government’s favourite wife 
as the Imperial Bank. We are helping the agriculturist as the Imperial 
Bank is helping trade and industry. \Vo help the Government to realise 
land revenue from the agriculturist. 

9325. If the Government withdrew this (!oncession from the Imperial 
Bank, then 1 suppose you would not ask for it?—The purchasing and 
selling of bills is a matter which the Government of Bombay specially 
wanted us to take up to help general banking development; it is not that 
we have done it on our own. 

9326. When m'c are discussing it here, it does not add anything to the 
argument whether the Government of Bombay does it or the Government 
of India does it. I want to understand as to why you want this conces¬ 
sion at the expense of the taxpayer. You said you were against asking 
for any concession or subsidy. How do you establish your right in this 
connection? It will strike one that there is no question of .right and what 
you are trying is to benefit the co-operative bank instead of the tax-payer.— 
An indigenous banker from K'asik District M’ho came before the Provincial 
R.'inking Enquiry Committee said that so long ns we had a branch there 
there was every room for that branch to do exchange business. He %vas 
our customer there. 

9327. Was he a co-operator?—^He was a customer; he came to us for 
money for exchange work, but the Imperial Bank insisted that we should 
not do this kind of business. That means that he has to go 32 miles to the 
Imperial Bank to get the exchange for his money. Where the Imperial 
Bank has not got a branch, we want to have the right of doing this kind 
of work. Whether you would allow it to be done free or not, it is for thi* 
Committee to decide, but we w'ant that we should have the right to do it. 

9328. What is the special reason for the co-operative movement asking 
for this concession except to make a little more money ?—In the first place, 
is it accepted that we have the right to do this business on our own? 

9329. Before you proceed further, let me make it clear that I am cmly 
trying to understand your point of view. I am not contesting anything. 
If you say that it is your birth-right, I have nothing to say. Let me under¬ 
stand the reason why you want a concession which would place the co¬ 
operative banks in a better position, vh-d-via the other banking institutions 
or persons especially when they are not for the purpose of helping the oo- 
operators.—I said the man -was our customer; he has now become oar 
member. 

9380. Is he a grower or cultivator?—Any man can be called a member. 
If he becomes a shareholder, he becomes a member of the bank. 

8 8 2 
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1039. Now, in epite of your being a liberal in politics you are really 
Jbolding extremist views in banking Imatters?—It is really a matter of life 
and death with Indian indigenous banking instituticns. 

1040. That is your deliberate opinion?—-Yes. 

1041. With regard to your financial self-government, I wish to ask whe¬ 
ther you can conjure the picture of self-government under the present 
constitution of the Government of India, the Finance Department not 
1>eing responsible to the Legislature and liable to dictation from Whitehall 
«nd the Secretary of State for India?—But that state of affairs will all be 
wiped out under my scheme. 

1042. How do you say that?—The Directorate of the Eeserve Bank 
will have nothing to do with the Finance Department or Whitehall. 

1043. But the first appointments are to be made by the Government 
of India?—Out of the panel approved by the Iiegislatures. 

1044. So then you think that without any change in the present con¬ 
stitution of the Government of India, if you got youi' scheme through re- 
.garding the establishment of the Eeserve Bank, you will have financial 
«elf-govemment even when the Government is not responsible to the Legis¬ 
lature?—I think so. I think that out of the deliberations of the Eound 
Table Conference we will get some political preference which might give 
better financial control. 

1045. Do you know what is going to happen at the Eound Table Con¬ 
ference? I understand one important City is now advocating the going 
back upon the Montague-Chelmsford Eeforms. 

1046. And you feel that there can be no influence exercised by the Gov¬ 
ernment of India in a scheme of the setting up of the Eeserve Bank adum¬ 
brated by you?—There need be no apprehension, provided the right men 
are selected. 

1047. And then you feel that it will ensure financial Swaraj?—Yes, 

1048. You say' that the Eeserve Bank debentures should carry interest 
at 6| per cent, or 6 per cent. I do not think yo\i will stick to that rate? 
—No, it will only depend upon the prevailing conditions. 

1049. You were asked a few questions about reciprocity in regard to 
some restrictions which you want to be placed on the working of exchange 
banks in this country, and you said that you do not mind what other coun¬ 
tries do, but you want to place restrictions on the operations of the 
exchange banks in our country?—Yes. 

1050. I thought you did not go quite so far yesterday. Do you think 
it is necessary to go so far because the British banks will escape our 
oontrcl?—Yes, that is my position. 

1051. You know in Great Britain no restrictions are placed upon foreign 
banking institutions operating in that country?—But the foreign banks 
are asked to maintain separate balance sheets for their operations in Great 
Britain. What is true of London is also true of France. 

1052. Therefore, for the protection of Indian indigenous banks you want 
restrictions to be imposed on all foreign banks irrespective of the fact whe¬ 
ther they place restrictions in their country or not. That is your position?-— 
Yes. 

1053. I wonde.- whether you have ever tried to discount your bills in 
<the London market?—^Yc-e, we have discounted documentary bills. 
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0881, But is he the person for whom you are claiming all these conces¬ 
sions?—I am claiming them for the agriculturists, not merely for the 
members. 

9332. You agree then that it is not for the benefit of the agriculturists 
so much as for the benefit of the other customers of co-operative banks.— 
And the small traders. 

9333. Including the indigenous sowcar?—If he wants help, we would 
help him and if we get money indirectly, why should the Imperial Bank 
resent it? 

9334. It is not a question of the Imperial Bank, but of the Govern¬ 
ment. Government have to look after everybody working in the financi.al 
field, a private banker or a private bank.—Any banker doing exchange busi¬ 
ness is competing with them. 

9335. So that if the others find your competition hurting them you 
would not press for this?—I want to help them if they want the help, but 
wherever they can help themselves, we do not want to interfere. 

9336. Therefore your point of view is that you would go on with your 
activities as long as they do not injure others.—I do not want to injure any¬ 
body. 

9337. You are only pressing to that extent ?—A co-operative bank as 
such has to work not only in areas where it can advance money easily and 
get back returns, but we believe that it is our duty to help the agriculturists 
in backward areas where Ihe work is small, the returns are small and where 
the expenses may be great. We have been doing this kind of work for the 
Bhils in the Panchmahal district; we are losing money in this w'ay, we do 
not grudge doing it. We thus help Government to obtain land revenue 
from these Bhils and have we not the right to get from Government some 
quid pro quo in other matters? 

9338. So your point is that vou lose money in some directions and if you 
are able to make money in this way, it would enable you to help them 
better in those directions—Naturally, 

9339. The question of competition with others has no bearing and you 
would drop it.—I would drop it. 

9.340. Mr. Ramdas Pantulu: You ask for these facilities to be given 
to you and to be allowed to do this business in places where there are no 
branches of the Imperial Bank or joint stock banks in order to enable you 
to help the small men?—I do not want to take the advantage of the Remit¬ 
tance, Transfer Beceipta in the other places. 

9341. You want to help a number of these small men who are agricul¬ 
turists in order to give them the banking facilities in areas where there 
.are no banking organisations and you think that in .areas where the Imperial 
Bank or joint stock banks do not function, it would only be proper for the 
co-operative organisations to take up this work in order to benefit largely the 
small men, not necessarily members?—^l:’'es, no other joint stock banks 
would go to such places; it would be too expensive for them. 

9342. Do you think it would be a distinct service to the small men, 
both rural and urban, to have these facilities through your organisations?— 

Yos. 
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9343. Sir Purshotamdaa Thakurdaa: Therefore it is owing to the 
paucity of banking institutions in the country that you think these facili¬ 
ties should be extended to the co-operative institutions. 

9344. First of all, your organisations which are numerous and spread 
all over the country are rendering a distinct service to the country in t.ha 
matter of finding funds.—Yes. 

Chairman ; The point is that there is no ban at the present moment on 
their doing the work. If they do not attempt to take advantage of the 
concessional rate, it is their own fault. 

9345. Mr. Ramdaa Pantulu : In some places the Registrar has placed 
a ban on the societies doing this work, even if they pay for it. Some co- 
operators have asked that this facility should be given to them without 
having to pay for it. By this means they would ultimately be able to 
benefit the ryot by reducing their rate of interest. Therefore the rate at 
which you make your moneys available to agriculturists and the small 
traders would depend upon your resources?—Yes. 

9346. If you are able to make additional income, you would be able 
to give a portion of your profits or reduce your rates of interest or afford 
other facilities. Thus the additional income would be ultimately transferred 
to the co-operators. The money which you make would not be locked up, 
but transmitted to the poor men in some form or other.—Yes. 

9347. But whether this concession of free remittance is given to you 
or not, you want no ban to be placed on your doing this.—That is so. 

9348. You also ask for it because your organisations are rendering a 
service and by the additional income you may get you would be rendering 
them further help.—I'es. 

9349. Dr. Hyder: An additional reason in your view is that this con¬ 
cession of free remittance is on a par with the other concessions which 
have been given to you by the State in the public interest.—Quite. 

9350. Chairman : Coming to this question of competition you are aware 
that at the present moment a great deal of this inland exchange business 
is done by the indigenous banker through hundis. If the concession of 
free E. T. R.’s were given to co-operative banks, would it not hit the 
business of indigenous bankers in regard t-j the hundi business?—^I believe 
they have a sort of arrangement that inland hundi exchange business should 
be done at a certain rate; I believe at half an anna above the rate at 
which ordinary remittance business is done by joint stock banks. Our 
banks should be put on the same level as other banks. I understand that 
since we have begun to do this business, the exchange rates have gone 
down. 

9351. Do you realize the difficulties which many of the members of this 
Committee feel in this particular matter? At least it would be difficult 
for us to recommend any concession which may operate prejudicially 
against any other banking institution, including the indigenous banks, who 
arrange for remittance by means of hundis. Would your Board kindly con¬ 
sider this question in all its aspects and let us have a memorandum indi¬ 
cating what precise concessions you want. You might in that memo¬ 
randum also indicate whether there is at the present moment actually a 
ban on the issue of these inland remittances, even where the co-operative 
bank or society does not claim any concessional rate from Government.— 1 
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shall consult my Board and put the whole matter in the form of a state¬ 
ment. 

9352. Mr. Bamdas Pantulu : We have been told that when the financing 
of societies is taken up by these banks, they lock up so much rf their 
funds that societies have to wait for loans indefinitely. We want that 
such kind of restrictions should not be laid down. That refers to a bad 
case in Nasik. 

9353. Chairman: Therefore the danger to which I had referred in an 
earlier part of the examination does exist?—I was first speaking of my own 
bank. If there happens to bo one bad bank, that caunot damn the whoio 
movement. 

9354. - Therefore you would like to have some restrictions and safe¬ 
guards put in.—Yea. 

9355. Sir Purshotamdaa Thahurdas: Would you kindly let us know 
for our guidance and information whether in the business you have till 
now done, you have had bad debls and if so, can you give us any figures? 
—I do not say we do not have bad debts. But is it right to ask a ques¬ 
tion like that? 

9356. I am sorry you are taking exception to it. T was only seeking 
for information. We want to know whether there is any risk involved in 
it.—We shall include the bad debts also. 

9357. Mr. Lamond : When they are considering this matter, they might 
go into the question of maximum rates. If free money is given, tiiere 
should be a restriction on the charge.—We vvill bear that in mind. 

9358. Sir Purshotav^das Thahurdax: At places w'here you do discount 
transfer of this nature, do you do it at the current market rate or is there 
a maximum rate at which it is done?—I shall give you the exchange income 
received by us, the exchange rates charged by us and the amount of business 
done by us at each centre. 

9359. My question was a little different. Suppose at a place the ex¬ 
change rate was 6 annas per cent, and you got your K. T. E. free. What 
would you charge?—It depends on the market rate. 

9360. If that had been the system till now, where is the relief for the 
small middleman?—The rates would bo brought down afterwards. 

9361. But when you begin you charge the market rate.—We give them 
certain facilities, others would follow. 

9362. What sort of facilities?—I believe we charge them lower rates. 

9363. How much lower than the current rate?—^ to 1 anna per cent. 

9364. If the current market rate is 4 annas, you charge them 3 annas 
per cent.—Yes. 

9365. Chairman: You suggest that arrangements should be devised 
to enable agriculturists to get finance against their harvested crops by 
placing funds at the disposal of local co-operative banks out of the accumu¬ 
lated balances in sub-treasuries, on condition that the money would be 
lent to agriculturists on a stipulated margin of profit. Will you kindly 
state what in your opinion the margin should be and whether such an 
arrangement would result in a material advantage to the agriculturists a« 
compared with the rates of interest now charged by co-operative banks?— 
After this memorandum was written, we have been considering this question 
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of the maaner iu which this work should be done. If we have funds ‘A 
our own, we would do it. We have prepared a scheme which is at present 
going round the Board and I shall send it over to you when we have liiiiched 
with it. We have taken up this matter seriously and the scheme contain* 
all details. 

9366. You were perfectly correct when you made the observation that 
if a scheme on sound lines could be produced you could introduce it with, 
the money at your disposal?—If wo have money, we would do it; if we 
have not, we want the sub-treasuries to help us. 

9367. It has been stated that eo-operative credit is still much too dear 
for the cultivator in almost all the provinces. Will you kindly give us 
your views on this question? Will you also tell us what the norrowing 
and lending rates are in your province and what can bo done to bring down 
the lending rates?—The rates of the Provincial Co-operative Bank vary 
from 2 per cent, on the current account to 4i per cent, for fixed deposita- 
for one year; these are their borrowing rates. 

9368. I am talking of the lending rates.—-As regards lending rates, under 
the Secretary of State’s agreement, we arc to charge from 6 to 8 per cent. 
In old days it was thought that per cent, would suffice for the margin 
of the primary societies. In those day.s we had direct dealings with pri¬ 
mary societies and the rate at which money was lent by primary societies 
to their menibors was 9 3/8, i.c., 1^ pies per month. It worked out 
well. Later on some of the llegistrars of Co-operative Societies 
thought that the rate was too low in view of the fact that the 
primary societies had to incur certain expenses, e.g.. in keeping d 
Secretary or in making recoveries, etc. Therefore they raised the 
rate of interest to 10-^ and Ilf. Personally I would like the agriculturists 
to get the money not dearer than 9 3/8. I am only referring to my pro¬ 
vince, because in some parts of Gujerat which are the best parts, people 
get loans at 6 or 6J per cent. That is one of the reasons why the movement 
has not spread in Gujerat as much as it has spread in other places. In that 
area, I would like to fix the rate at 9 3/8 as the maximum for 
agriculturists. In other places where the risk involved in getting re¬ 
coveries may be larger, the rate might be a little higher, say 10^. I 
entirely agree that the advantage of the movement should reach the agri¬ 
culturists and if your Committee could lay down any suggestion which 
would lead to this result, I am quite sure it would be welcomed not .jnly 
by co-operators but by all friends of agriculturists. 

9369. It would be difficult for our Committee to make any suggestion 
in that direction. We have gone through some of the Provincial Com¬ 
mittees’ reports and we find that the difference between the borrowing rate 
of the apex bank and the rate at which money is eventually lent to the 
ryot is rather on the high side. It is for the movement itself, whose primary 
object is to benefit the poor agriculturists, to secure a reduction in this 
difference.—Whatever I can do in this direction, I shall certainly do. I 
shall take up the matter with the Eegistrar and the Minister in Charge and 
try to find out a solution which would be acceptable to your Committee. 

9370. Would you kindly inform us, if we have not finished our report 
by then, of the result of your action?—Ministers are now being changed 
and the new Minister in charge of Agriculture will have to learn the subject 
from us. 
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9371. Then so far as we are concerned, we can only look upon this 
statement of yours as a pious hope.—I do not know how long your Com¬ 
mittee is going to continue 

9372. Say up to about March next.—hope to be able to send you some 
detailed proposals by that time. 

9373. Mr. Ramdas Pantulu: I think you have answered the question 
about the inland exchange business fairly fully when the Chairman put 
question to you. May I know whether Mr. Apte has any special experience 
in regard to this matter at Poona?—(Mr. Apte)—The District central b&nk 
here and its branches are doing good work in this line. 

, 9374. Mr. Macdonald of the Imperial Bank said that the co-operative 
banks have not got the necessary knowledge to do this kind of business 
Do you agree?—1 cannot say generally. I can , only speak about 
mv provincial bank and its branches. (Mr. Apte)—We are doing 
this business and the remittance business at about 14 centres where 
we have branches and at almost all the places business is being done 
without any discrepancy. In one place we do the purchase and sale 
of bills also. Sometimes when we find that we cannot do this business 
both ways ourselves, we then send our money through the district and 
taluka treasuries and I think our business is well justified in doing 
this work in the interior. At present we have 13 agencies with head- 
■quarters at Poona. Our aim is to help these small agriculturists and 
sometimes we help the traders as well through our urban societies. (In 
that case we have got to discount the bills of merchants and traders.) 
Lately v<e are backing up small scale industries as well. 

9375. So your view is that the stafi of your bank is competent to do 
this work?—Yes, we have got well trained staS and some of them have 
had their training in joint stock banks. 

9376. Have there been any cases of loss in this business?—No. All 
the working centres of the Provincial co-operative banks and the district 
banks and the urban societies taken together in our presidency amount to 
about 200. It is the policy of the co-operative department that we must 
have our branches in the interior to provide facilities and to tap the local 
resources. 

9377. So your point is that the net-work of the co-operative credit 
movement reaches the interior much more than any other organisation?— 
IJuite. 

9378. May I know Sir Lalubhai, with regard to your province, why 
the Imperial Bank has declined to give you overdraft and cash credit 
facilities even on the security of Government paper?—As debentures have 
the first charge on the Banks’ assets they do not want to take the respon¬ 
sibility. 

9379. What docs your debenture capital amount to?—About Rs. 10 
lakhs. In Punjab, I am told, the position is well off. 

9380. Gan it not be done in .similar manner in Bombay?—I think the 
legal position is in our favour. 

9381. At what rate do you get accommodation on Government securities 
from other banks?—It all depends on circumstances. Some exchange 
banks advance money at the call rate. With other joint stock banks we 
get at about a quarter or half per cent, below the bank rate. 

9382. So you have not got to pay more than the bank rate if you have 
to go to a joint stock bank?—No. 
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9383. Mr. Macdonald of the Imperial Bank said that the Imperial Bank 
was rather reluctant to extend any financial accommodation to co-opera¬ 
tive banks for two main reasons. He said that the audit was 'lefecdve 
and that the overdues of primary societies are mounting up. He said that 
these two are unhealthy signs and therefore he said that the Imperial Bank 
as the centre of the banking system of the country should not take too 
many risks. What have you got to say on that matter?—As regards the 
audit I believe the audit conducted by the Government or approved 
auditors of Government is quite good and more detailed than the audits 
conducted by auditors of joint stock banks. There is one thing. One can¬ 
not expect an auditor to be a land valuer also. In joint stock banks the 
auditors do not examine the assets of the parties vvho borrow loans. It 
must be left to the good sense of the directors. Here wo depend on our 
management and trained staff. Barring that work I believe our auditing 
is sufficient and more detailed than the auditing of the joint stock banks, 
done by chartered accountants or incorporated auditors and those who have 
get permanent unrestricted certificates. 

9384. Are you talking of audit of the central banks or provincial banks? 
—^I am talking of all banks. In our own bank we also have an audit by an 
incorporated accountant*appointed by the shareholders. So in fact we 
have two audits one by the shareholders’ auditor and another by the Gov¬ 
ernment auditor. 

9385. Therefore you are satisfied that the system of audit in the co¬ 
operative banks is satisfactory?—^Yes. 

9386. What about the overdues?—^We are able to get back about 70 to 
80 per cent, of our loans back every year. In the canal areas whore we 
advance large sums of money on sugar-cane cultivation we have large 
amounts locked up because the price of gur suddenly dropped even to the 
pre-war level. We are trying our best to nurse these advances. 

9387. I will ask you one thing: Do you know of any district co-opera¬ 
tive bank or central bank that has failed on account of non-recoveries?— 
No, not in British India, but the failures of Burma banks may be due 
to that.—If in recent years there has been an increase in the overdues 
it is due to the fact that the prices have gone down and due to the 
agricultural conditions ?—That is so. I am told that even cotton in canal 
areas will not be able to pay its agricultural expenses. In such cases we 
have to try to nurse them. I think all banks do it. 

9388. 6 months’ loans can become 3 years’ loans by three or four ex¬ 
tensions of the period at maturity in the case of the Imperial Bank of India 
or other banks, is it not?—That is true. They naturally extend the time. 

9389. Mr. Mukhtar Singh : May I suggest that in the Eeport on Agri¬ 
cultural Credit in England there is a passage which shows how the over- 
dues are quite natural in any concern which provides facilities for credit 
for an agriculturist. They have said “Agriculture, take the most difficult 
industry in the world, is at all times beset with risks from which other 
productive industries are relatively free and this element of risk mtikes the 
ordinary methods of forecasting earnings not applicable to fa.rming’’. There¬ 
fore it is natural that the amount of over-dues would always be' much 
greater. Is it not?—When loans are given we examine the various factors, 
such as the requirements of the borrower, the repaying capacity of the 
borrower and the general value of the assets on which we can rely in the 
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last instance. After taking all these factors into oonaideratibn we advance- 
money. As a rule, except in canal areas we get 70- to 80 per cent, returns. 
I do not think in India there is any difficulty in making a forecast. The- 
forc^east may some time go wrong, but on the whole we try to make all 
humanly possible enquiries. After all you know it is a gamble in rain. 

9390. My point was this. The^ amount of overdues has been objected 
to by the Governor of the Impeiial Bank. I suggest that any institu¬ 
tion which provides credit to agriculturist must show a higher amount of 
overdues because the industry itself is beset with so many risks. You. 
might at the time of lending provide against everything, but the agriculturist 
cannot pay unless he gets a good croj), and if the industry itself is risky 
naturally the overdues are bound to occur?—They would in certain cases 
but if proper precautions are taken, overdues will not be so heavy. After 
all it is a question of taking precautions. If wo want to do banking busi¬ 
ness we must adhere to banking principles. 

9391. Chair man : Mr. Mukhtar Singh’s point seems to be this. He road 
out from an English report something to indicate that the risks in the 
agricultural industry were higher than the risks in any other industry. 
From that he wanted to form the conclusion that that being so, naturally 
the possibility of outstandings in a bank which deals with agricultural credit 
must bo higher than the risk of outstandings in the case of any other type 
of bank, and he wanted to know whether you would agree broadly with 
that impression?—A general proposition like that cannot be accepted. 

9892. Mr. Mukhiar Singh : I will only add one thing more to that. 
Will you consider the outstanding overdues as an unsound foundation for 
the system of co-operative institutions?—^It is very difficult for me to give a 
general impression on the movement. I cannot say what the extract 
which you read out aims at. Take the case of the premier industry in 
Bombay. Have not the banks lost money in mills. As regards agricul¬ 
tural risk it is divided between the primary societies and the central bank, 
and the risk to the central bank is much less. 

9393. Mr. RarndaR Pantulu: Though the overdues have mounted up 
the debts themselves are not unsound?—In most cases, they are not. 

9394. With reference to this, the Chairman put a question to Mr. 
Macdonald that the unlimited liability of these societies is a sufficient 
factor in judging the soundness of these societies and the answer of Mr. 
Macdonald was that the unlimited liability w-as a snare? —I think he had 
no right to make that remark; he w-ould not have done so if he had 
studied the co-operative movement wdth all its implications as we have 
done. We have been in the movement for over 25 years now and we 
know more about this movement than people outside the movement. Men 
who know most about the Imperial Bank may know little about the co¬ 
operative banks. Snare is very strong w-ord to use. The public will not 
realise the fact that the Imperial Bank Governor is saying so out of ignor¬ 
ance of the co-operative movement. They w-ill actually condemn the co-- 
operative movement believing the words of the Managing Governor of the 
Imperial Bank. 

Chairman: If the w'ord occurs in Mr. Macdonald’s evidence, then I am 
afraid it must stand. 

9395. Mr. Ramdas Pantulu : In any ease, you do not consider it a 
snare?—^No, certainly not. I would have used a stronger expression to 
rebut that statement if I were allowed to do so. 
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9396. You know that most of the members of the co-operative societies- 
do understand the principle of unlimited liability?—Yes, most of them do,, 
although they may not fully realise its full implications. 

9397. Do you agree with that view of Mr. Macdonald that the success 
of the co-operative movement is mostly due to the fact that people think 
that Government is behind the movement?—That might have been true- 
some 20 years ago but is certainly not true to-day. 

9398. Do you agree with Mr. Macdonald's view that Government is 
behind the co-operative movement?—No, the Government is not uehind. 
us at all. 

9399. At any rate is it the impression of the people that Government 
is behind the movement?—That might have been 20 years ago. 

9400. Do you know anything of the Burma Bonk?—Do you want the 
whole history of that case? 

9401. Just in brief outline.—It vvas started on wrong principles. The 
then Eegistrar who was considered to be a very good co-operator and 
expert laid down lines which were entirely unbusinesslike. When I made- 
enquiries, I was told that the borrowing rates for deposits were fixed by 
the Eegistrar, that the amount to be borrowed was also fixed by the 
Eegistrar, the lending rates were also fixed by him, the amount of the- 
loan was also fixed by him. Naturally therefore if people make such 
mistakes they have to suffer. Mr. Calvert, who is decidedly the best 
official co-operator in the country has treated this case so well that 1 
would request all members of the Committee to read his minute and see 
how he views the present difficult position of the Burma Bank. 

9402. And the Burma co-operative business was mostly under official 
control?—Not mostly, but entirely. 

94D3. With regard to the Transfer Eemittance facilities the Imperial 
Bank Managing Governor says that the concession is liable to be abused' 
and he is in favour of scrapping it altogether. Have there been, to your 
knowledge, any instances in Bombay where this concession was abused?— 
As I told the Chairman, I am prepared to show all our accounts to any 
one who wants to satisfy himself that we have not abused any of these- 
facilities. 

Has the Currency Commission said anything about Eemittance faci¬ 
lities ? 

Chairman: The Currency Commission said nothing specific with regard, 
to remittances. 

9404. Mr. Ramdas Pantulu : When you ask for these facilities for the- 
co-operative banks, are you asking for them on behalf of the agriculturists, 
who play such an important part in the economic life of the country?— 
We feel that we have a claim on the Government as we help them to get- 
land revenue much more speedily. 

9405. Mr, Devadhar: While on this question of facilities and conces¬ 
sions, is the special assistance claimed by • the co-operative movement 
more or less on the same ground on which some facilities are given to- 
the Imperial Bank bv Government?—I have already said that while the 
Imperial Bank help the Government in one way, we help them in an¬ 
other. 



1063 


Chairman : In the case of the Imperial Bank, it is not a recognition 
of services; it is part of a definite agreement. It is one of the items of 
what I may call quid pro quo. 

9406. Mr. Devadhar: In answer to Chairman’s question while trying 
to define the scope of the word ‘bank’ your intention is not to claim any 
special privileges?—Of course not. It should be able to command the 
confidence of the public as a bank and should be able to carry on the 
duties of a bank efficiently. 

9407. While on the question of defects in the working of the co-operative 
movement, on which our Chairman put certain questions to you and witn 
regard to which Dr. Hyder pointed out the particular chapter in the report 
of the lioyal Commission on Agriculture, would you be able to tell us 
whether the policy of the provincial banks of starting branches has really 
proved helpful in the direction of removing those defects?—There are two 
opinions on this subject held by two different schools of thought. I thought 
that this subject was sufficiently discussed by the Provincial Committees. 
We believe that there should be branches of the provincial banks because 
we want our branches to be in direct touch with the borrowers and other 
customers whose wants and needs we can study and try to meet. The 
chief advantage is that it not only gives our clients adequate finance but 
it gives them the financial assistance that they require immediately and 
on the spot. It also enables us to look after all the societies working under 
the various branches; we can cater for their needs on the spot, and business 
on the whole is conducted much better. 

9408. Therefore I think you wll be in a position to tell us whether it 
has brought down the overdues?—Yes, that has been the experience. 

9409. On page 449 and in paragraph 373 of their report the .Eoyal 
Commission on Agriculture say, “In Berar, where conditions of agriculture 
as well as of land tenure are very different from those in the Central 
Provinces proper, the state of the movement is more satisfactory. In the 
United Provinces, where the condition of a large number of societies gave 
cause for anxiety, a committee known as the Oakden Committee, was 

appointed in 1925 .’’ You said that the Maclagan Committee and the 

Eoyal Commission on Agriculture had certain cases before them. Do you 
think that the question of defects affects the Bombay Presidency just as 
it affects other provinces?—1 am expressing my personal opinion that the 
land revenue tenure of Madras, Berar, Punjab, etc., is in a much better 
position than that in other provinces. In Bombay it is the Eyotwari 
system; I believe in the Eyotwari system and I stand by it. 

9410. While on this question of defects, it was suggested to you that 
in certain countries in Europe, certain privileges are claimed after a 
statutory standard is attained by the co-operative movement; and if we 
were to examine the standards attained by people in those countries in 
regard to education and intelligence and compared them to the standards 
obtaining in this country, shall we be justified in applying the same 
standard?—May I reply in, the words of Lord Morley who once said, 
*‘The fur coat of Canada may not suit India.’’ 

9411. But in judging of the defects of the movement shall we not have 
to take into account the low standards in our country regarding education, 
intelligence, backwardness of the people, etc. ?—I have no doubt that this 
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Committee will take into consideratidn all these things. The general 
backwardness of the people of this country is a factor which must be takei^ 
into account. 

9412. If you really think that a higher standard of education is required 
for working the co-operative moveiuent in India and bringing it .to those* 
stages which have been attained by other countries, it will mean a much 
larger propaganda in education, h’or that purpose you will require some- 
kind of State aid or you would require some more contribution from co¬ 
operative institutions than is available at present?—Undoubtedly. 

9413. Therefore if it is possible to spare any money whether that money 
comes from Government or whether that money is found by the co¬ 
operative institutions, you think that it should be spt nt for the furtherance 
of education which will be the ultimate measure of removing the existing, 
defects?—Yes. 

9414. You agree that these defects ought to be removed?—Everybody 
agrees. 

9415. If any assistance is claimed to achieve the same object, that is- 
more or less for the removal of those defects, you would favour the idea?— 
It would certainly be helpful. 

9416. With regard to question 9278, certain profits are distributed and 
you mentioned to our Chairman that they were equally distributed. May 
I take it that it is a sort of encouragement to good management?—We 
have to divide one-half into all categories, good, bad and indifferent. A.- 
proposal was made to the Registrar, Co-operative Societies in Bombay, 
to enable us to modify that agreement by which we could pay larger- 
rebates to the well-managed societies. The idea was not approved as it 
was found that the provincial co-operative banks wanted to make money. 

9417. But the general principle of giving encouragement to good and 
wcdl-managed societies is practised by some co-operative banks?—Yes, that 
is the practice. 

9418. Chairman: I think in answer to me you said that you follow the 
same principle as the Provincial Bank, i.e., having got a certain sum of’ 
money from the Provincial Bank as rebate, you distribiite it to your borrow¬ 
ing societies also on the same pro rata basis.—(Mr. Apte) There are two 
different ways. In one case money is specifically brought from the Pro¬ 
vincial Bank for being advanced to certain societies; in that ease the money 
coming by way of rebate from the Provincial Bank is immediately 
transferred to the societies to which the financing is done. In the case of 
finances made out of our own capital, we follow our own system. 

9419. That does not arise out of my question to you?—No. 

9420. Mr. Muhhtar Sin^h: District banks take money from provincial 
banks and then advance to societies and there is some money already 
in the district bank's which is also advanced to co-operative societies. Do- 
you get rebate on the amount that the district banks advance or only on 
the money that is advanced by the provincial banks?—A rebate is allowed 
to societies which are financed out of the capital of district central banks; 
another kind of rebate is on account of the provincial bank advancing 
to district banks and this kind of rebate is transferred to societies as I have- 
already stated. 



1054. Are you aware that the Bank of England does not discount bills 
unless it contains two signatures of banking firms or other business houses? 
—We have had no dealings with the Bank cd England. 

1055. Wiat is your opinion regarding the present condition of the in- 
■digenous shroff, the multani, the chetti and others? Do you think any¬ 
thing should be done to improve their lot and if so in what direction? 
Or do you think that they should be driven out of the banking field slowly ? 
—Till the Indian indigenous banks got themselves established in this 
country, these small money-lenders arc a great necessity for the internal 
finance of the country. 

1056. You do not think that the Indian joint stock banks can in the 
near future laplace them?—Till conditions improve they will have to be 
considered as an important factor but whei’ conditions improve, they 
will also gradually- merge in the Indian joint stock business. 

1057. In what direction can assistance be given to the indigenous ban¬ 
kers?—I cannot think in what wav assistance can be given. I do not think 
that Government can give any assistance to them in any way. If they co¬ 
operate with the Indian banks, it may help them much. It is in the 
interest of the Indian banks as well as the indigenous bankers to co-operate 
with each other. 

1058. In what way do you desire them to co-operate? We have receiv¬ 
ed the Provincial Banking Enquiry Committees’ Beports and from those 
Eeports we find that these indigenous bankers or what is known as Shroffs 
are indisi'ciisable for the convenience or tho masses and of the cultivators? 
—I think what you mean by “Shroffs” is Sowcars. 

1059. You call them bv whatever name you like?—No, 1 will make a 
distinction between a shroff and a Sowcar. A Sowcar is a monej'-lender in 
the villa'ge and the shroff is a money-lender in the commercial towns and 
urban areas. 

1060. I want to know if such a class start a business under the digni¬ 
fied name of “Indigenous Bankers”, will it be necessary for them to take 
out a license abiding by some important conditions, that is (1) keep 
regular books of accounts which wil*. be checked by auditors 
appointed by local provincial Government or some such authority; (2) 
not trade or sj'cculute but purely deal in money and nothing else; (8) 
lend moneys at a maximum rate of 2 pier cent, or 3 per cent, over the 
Bonk rate and net higher than that, thus putting a sort of control over 
his tendency to exact as much as he likes, and (4) be given in return for 
all this, facility for having his bills discounted by the Keserve Bank up 
to a certain amount. These are roughly the conditions by which he has to 
abide. Would vcni then consider it advisable to give tliem support?— 
Yes. 

1061. So, you have no objection to this .sort of support being given to 
them?—^No. 

Chairman: I do think that you have recommended this in your 
niomorandiim ?—I have suggested it. 

1062. Sir Purshotamdas Thalcurdas: The idea is to do this, d it is 
feasible, by way of legislation. 

1063. Dr. Hyder: You are aware that these indigenous bankers— 
Marwaris and other shroffs—have been working here since centuries. 
They ha-ve been advancing moneys for centuries. But at present they 
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0421. So the ultimate borrower gets the rebate: it does not matter 
whether ho gets the money from the distnct bank or the provincial bank.— 
iHe gets it in two different ways. 

9422. Chairman: In one case it depends on the prompt payment of the 
loans taken and that ia what you are now referring to, which really is 
indirectly connected with good management.—Yes. 

In regard to the rebate which the central bank receives from the pro¬ 
vincial bank and passes on to its constituent societies, it is a pro rata 
distribution. But the central bank also allows rebates in connection with 
the prompt payment of advances taken from them and that therefore 
is indirectly connected with what may be said to be good management. 

9423. Mr. Devadliar : We had a general discussion with regard to the 
character of the work of co-operative institutions and the criticism about 
the unfair competition is there. Could you tell me whether there is 
anything in common between the transactions of co-operative banks and 
those of other indigenous banks?—They are quite different. 

9424. I should like to know whether you would say that co-operation 
is not a social service.—Yes. and it is partly moral also, 1 would lay mor* 
•tress on the moral side of it. 

9425. Y'ou would not like to say it is profiteering?—No. 

9426. Do you not find a large number of honorary workers there 1 — 
I hope I am also one of them and you. 

9427. Gradually the principle of self-help with regard to capital is 
being recognised?—Yes, 

9428. I would even go further and say' that there are certain primary 
societies I came across recently in one taluka in'the Nasik district which 
were not dependent even for a single pie on a bank.—There are some 
societies like that. I gave 40 per cent, as an average. 

9429. Therefore if any money is saved by any concession of financial 
help it goes to build up the reserve fund of the co-operative societies?—Yes. 

9430. In the case of other joint stock banks it goes to build up their 
own reserve fund which has a great effect on the dividend?—Yes. 

9431. Would you agree that co-operative institutions! stand on a different 
footing altogether from joint stock banks. Joint stock banks have theii 
own sphere and are rendering their service, but co-operative institutions 
are on a different footing and are rendering some kind of service in a 
different sphere, so that there is very little that is common between 
them ?—Yes. 

9432. If any money is saved from any assistance secured for the service 
that is being rendered or that may be recognised, it goes to swell the 
reserve fund of the co-operative institutions which ultimately enables the 
•members of such institutions to get money at cheaper rates of interest?— 
You are taking it too far. In the case of primary societies the extent of 
the reserve fund is very seldom taken into consideration in fixing the rate 
of interest, but it is taken into account at the time of loans, because in 
the case of primary societies the reseiwe fund is very small. It would not 
amount to more than Us. 200. 
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9433. In some societi^B you liave a reserve of Rs, 50,000 or Ea. 60,000?— 
That is an exception. 

9434. That would enable the societies to bring down the rate of interest, 
if a big joint stock bank had a large reserve, it would make money on it 
■and raise the rate of dividend. Therefore the one reduces the burden and 
the other increases the facilities or profits?—But they are in contrast 
with one another. You cannot compare the co-operative banks and joint 
stock banks. 

9435. Therefore we do not have competition between these institutions? 
-—Academically I agree that there cannot be any competition between two 
■dissimilar institutions, 

9436. If that be the ease, why should any co-operator agree to having 
half the concession if it is no concession at all?—I am a businessman and, 
if I cannot get the whole, I am satisfied with half. 

^437. If Government were to give this concession and say that all the 
money should bo utilised for co-operative education, w'ould you accept it?— 
1 am prepared to accept it. 

9438. It was suggested that one of the difficulties in the way of spread¬ 
ing the banking net-work was the lack of intelligently trained men in the 
B.A.’s and B.Oom.'s.—Formerly we had a special arrangement to taka 
probationers and it worked very well. 

9439. Therefore in the matter of co-operative training the Bombay 
Presidency took the lead by taking probationers as far back as 1916.—It 
was Mr. Dovadhar’s idea really, but the Punjiib has now gone far ahead 
of us. 

9440. In the matter of recognising the need for such training, I think 
we were quite wide awake and a beginning was made in the year 1915 
or 1916.—Somewhere there. 

9441. With regard to the question of postal cash certificates, supposing 
it were decided that all proceeds from this source were to be made avail¬ 
able for financing rural agriculture for wdiich there is great need, do you 
think people would be patriotically inclined to invest money for such a 
purpose?—Speaking on my own behalf, I think the country is getting 
poorer and that is why we cannot count upon largi investments on patriotic 
ground. 

9442. So far as the question of rural agricultural organisations is 
concerned, there are a number of items for which large amounts of money 
would be necessary and the work that is at present being done by co¬ 
operative banks and institutions has not even touched the fringe of the 
problem.—We have done more than touching the fringe of the problem. 

9443. You would agree that a very large amount of work still remains 
to be done. If we give the general public to understand that all monies 
deposited in the savings bank or the postal certificates would be utilised 
for such purposes, do you think it would serve any useful purpose ?—I have 
already said that we have at present sufficient money in our own hand*. 

9444 . Chairman : Mr. Devadhar is very anxious that the co-operative 
movement should get assistance from Government in various directions. 
I do not in any way at the present moment dispute the need for assistance. 
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But if it is to be given, would it not be better that it should be given 
directly, particularly in view of the fact that the a^istance required would 
be different in different provinces owing to the different stages of progress 
of the movement, so that the taxrpayer of a particular province would 
be able to give the assistance with his eyes open?—We have asked for 
help in two matters, one is income-tax. I take it that the Committee have 
agreed that super-tax should not be charged. 

9445. I have not said anything of the kind.—We have asked for help 
in respect of income-tax and Eemittance Transfer Eeceipts. They are 
both Government of India subjects. 

9446. That is the worst of it. If they are Government of India subjects, 
under the form of constitution as at present stands, indirect assistance 
to a transferred provincial subject may not be given. The Auditor-General 
to the best of my recollection, has held that such help cannot be given. 
Therefore any assistance to be given, which may be of varying degreq in 
different provinces should be in the form of direct assistance to be voted 
by the legislature of the particular province.—I can understand that as 
regards income-tax a money grant would servo the pmpose. But in the 
case of E. T. E.’s it is not so much the money that matters or the saving 
in exchange expenses. We really want to help the small trader and small 
businessman to take advantage of those facilities. 

9447. That is a different aspect altogether ; in fact you mentioned that 
before and that is the reason why I did not put the question. But since 
Mr. Devadhar has now raised the question of the desirability from the 
broader point of view of Government assisting the movement, while I 
probably would not object to assistance being given, there is this trouble¬ 
some question of diverting for provincial expenditure the sources of central 
taxation and so far as I know, it has been held by the audit authorities 
that this is not permissible under the present constitution.—I see the diffi¬ 
culty. As regards income-tax, I am prepared to accept that the matter 
should be left with the Provincial Governments, because co-operation is a 
provincial transferred subject and we shall approach the Provincial Govern¬ 
ments if the Government of Indio cannot make a uniform rule for all. 
But as regards the other, I want Government to give us those facilities. 

9448. Mr. Mukhtar Singh: As a co-operator, would you agree with the 
remark made by the Eoyal Commission on Agriculture that if co-operation 
fails, there fails the last hope of the agriculturist.—I entirely agree. 

9449. You said that in the United Provinces as long as the land temme 
system remains, there is no possibility of the success of co-operative 
societies.—I never said that; you put into my mouth words which I never 
uttered. I said you were doing the be.st under the circumstances and I 
strongly critici.sed the Oakden Coiftmittcc’s Report. I have given my 
reasons for doing so. Here the movement is succeeding, because the ryot 
gets the money, uses it and gets all the advantage ouf of it; while in a 
talukdari or zamindari he fears that the profits may not remain with himl 
I do not want to decry anv other province and say that that province is ' 
better or Bombay or the Punjab is better. I want to co-operate with all. 

I merely made a statement of facts. 

9450. I\ take it from this that you agree that unless a cultivator 15 made 
peasant proprietor there would be very little hope for him to succeed.— 
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Both as a co-operator and a student of economics I agree. I wish I could 
do away with the zamindari in all provinces. 

9451. Would you then agree that there is necessity for passing a Small 
Holdings Act as other countries have done?—I see the necessity for having 
tenancy Acts. 

9452. Would you like the idea of providing credit facilities for the culti¬ 
vators of those places ■where they are living as tenants to purchase land in. 
that province?—That is a very much larger question. At the Begistrars’ 
Conference held at Bombay in 1926 this question of starting land mortgage 
banks was discussed. I was one of the members of the subi-committee for 
drafting regulations and when the question of advancing money from laud 
mortgage banks came up, 1 strongly objected to money being used iox 
purchasing land. I am referring to my own province and I said that tBia 
would lead to speculation and I did not want it done. Both Messrs, Calvert 
and Barling of the Punjab said that they were not in favour of agriculturists 
buying large lands. But supposing a man had a land here and a land 
there and he could not obtain the middle portion of it to enable him to 
cultivate the whole plot, I said 1 would not object to his buying that 
portion and we have laid down that except for the improvement of land, 
land mortgage banks should not make advances. But if all tenants are 
to be paid money to buy off their landlords, it is not a feasible proposition 
and I am not prepared to give an opinion off hand. I would like tenants 
to be peasant proprietors, but how it is to be done would be for local Gov¬ 
ernments or the Government of India to decide. I do not think it will 
come even before the Banking Committee. It is not a banking question in 
this form; other countries w'hich are mainly dependent on agriculture or 
which like to help the agriculturists provide money for the purchase of 
small holdings and to make the cultivators peasant proprietors. Take the 
case of Germany or Denmark. 

Chairman: If the Government of India decide as a policy that this 
should be done, it -would mean, as in the case of Germany, raising large 
sums of loans in the market and then using the same for this purpose. 
It is not a banking problem. 

Mr. Manu Subedar: You have to provide money. 

Chairman : That is, you have to raise loans. Providing banking faci¬ 
lities does not necessarily mean providing capital for a particular purpose. 
In that case, the question of mere extensions would immediately become 
a banking problem. 

Mr. Mukhiar Singh: If a land mortgage bank is started and it provides 
money for the purchase of land for the cultivator and the cultivator himself 
provides, say, half the money, would you not consider it to be a banking 
problem ? 

Chairman: The question of providing land mortgage banks from that 
point of view is a banking problem, but to what extent it should operate 
or give facilities to agriculturists buying the land immediately becomes a 
bi» general question of policy. We are here only to make definite recom¬ 
mendations about credit facilities; the other things may be mentioned inci¬ 
dentally. Thereafter the question of general policy is one for Government 
to decide. 
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Mr. Manu Subedar: Can we not even recommend that it would be a 
sound problem for land mortgage banks to advance money to the cultivator 
purchasing the land that he cultivates, if he provides a certain amount of 
money from his own funds and that he should repay the amount in so- 
many years? 

Mr. Mukhtar Singh: It would be a point of order for you to decide, 
Mr. Chairman. You may object to it on the ground that it is not a 
possibility and the proposition is not a sound one, but there is no questiorr 
of its being a banking problem. 

Chairman: It is a matter which we can discuss among ourselves. The 
witness has said that it is not a matter on which he can give an opinion 
on behalf of his bank. He said that he wouFd not even venture a personal 
opinion. Whatever he has said is on record and Be doubts if it is a bank¬ 
ing problem. I can give a ruling on it when a specific point is raised when 
we discuss the matter among ourselves. 

9453. Mr. Mukhtar Singh: Is it a fact that no share capital is provided 
for primary societies in Bombay?—^We followed the old principles. 

9454. Mr. Ramdas Pantulu: Of late you have been receiving share 
capital?—Yea. 

9455. Mr. Manu Subedar: Do you consider that share capital is better 
or the old method is better?—I hold strong views on my own behalf and 
I believe in the BaiSeisen method. 

9456. You feel that without share capital it is possible to work these 
societies successfully?—Yes, but lately instead of share capital we have 
what is called “Members compulsory fixed deposits”, the only difference 
between the two being that dividend on shares can be paid if there is- 
sufficient profit, but in the case of deposits interest has to be calculated’ 
when preparing profit and loss statements 

9457. Do you get a sufficient amount of deposits in the case of primary 
societies?—I think I have said that about 40 per cent, of the capital 
represent members’ own deposits. 

9458. Mr. Mukhtar Singh: It has been reported by some of the pro¬ 
vincial committees that it is very difficult for a co-operative society to 
advance money at the proper time to its members?—In olden days before 
the co-operative movement had been fairly well established it might have 
been so, but we have now made arrangements to provide both adequate 
and immediate finance. But in some cases where We are not satisfied 
with the security offered, then there might be some delay. 

9459. You have a number of co-operative sale societies in your pro¬ 
vince?—^Yes. 

9460. The Bombay Provincial Banking Enquiry Committee in their 
report say “It must be remembered that the question of sale is closely 
connected with the question of finance during cultivation, and unless and 
until the co-operative organisation is in a position to meet all the needs 
of its members adequately and promptly, we think it would not be fair to- 
insist on compulsion”. Do you agree with that view?—^Yes, I agree with 
that view. We want sale societies to be distinct from the credit societies. 
The view of the Bombay Committee is that in view of the fact that full 
finance may not have been given by a co-operative society, it would be- 
unfair to insist on compulsion on members of sale societies to bring their 
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produce to those societies. I entirely agree with that view. Unless co¬ 
operative societies are able to finance fuDy all the requirements of the agri¬ 
culturist in the production of his produce, the man should be at liberty to 
warehouse his produce at the best market. I think the provincial com¬ 
mittee’s recommendations are very sound. 

9461. Chairman: All that the Bombay Committee say is that until the 

cooperative organisation is adequate enough to meet all the needs of the 
agriculturists it should not tie the hands of the members of sale soeieties. 
There is a co-operative credit society and side by side there is a sale society. 
What the Bombay Committee say is that these societies are not in a posi¬ 
tion to meet all the needs of the members and until that position is reached 
a member should not be compelled to take all his produce to a sale socie¬ 
ty.—That is the position. ' 

9462. Mr. Mukhtar Singh: If you agree to that what method would you 
suggest for the co-ordination of these two societies?—If the credit societies 
finance for the production of the produce and as soon as the marketing 
stage is reached the sale societies take up the work, then there will be 
sufficient co-ordination. 

9463. Then the difficulty will arise as the work of propaganda will 
belong to neither?—(Mr. Apte)—Why, the district central bank will do the 
propaganda part of it. We have got oiu* inspecting staff which is in touch 
with the credit and the non-credit agencies of the co-operative movement. 

9464. As it is you do not compel members of credit societies to send 
their produce to the sale societies?—^As such we do not insist. 

9465. Do the inspecting staff or the authorities of the district bank try 
to find out whether their members are provided with sufficient finance ?— 
Yes, the inspecting staff is able to find that out. 

9446. Chairman: I think there is an impression or misapprehension in 
regard to this matter. You provide accommodation to a member of a credit 
society to 'meet his agricultural and other current expenses?—Yes. 

9467. Do you give them accommodation to pay off their old debts?— 
Yes, we do in special cases. 

Therefore these are two separate things. Under the existing circum¬ 
stances of the co-operative movement it is almost an impossibility to give 
adequate accommodation for the latter purpose. 

Mr. Mukhtar Singh: My point is that the jute societies’ failure pi 
Bengal was due to the fact that the cultivators mostly got their financea 
from the mahajans and were therefore liable to sell their produce through 
their mahajans and not through the sale societies. 

Chairman: I am not prepared to admit that point. It is perfectly true 
that in no province, not even in the Punjab, is the co-operative credit society 
in a position to meet all the needs of its members, although in several 
provinces including the Punjab, Bombay and possibly Madras they are 
able to meet the current requirements of cultivation of the agriculturista 
who are members of these credit societies. 

9468. Mr. Mukhtar Singh: If the co-operative societies be given the 
same sort of charge on crop produce as is provided for in the Agricultural 
Credits Act 1928 of England, will that not help the agriculturist to bring 
his crop to the sale societies?—^It will keep the agriculturist under better 
control of these sale societies. 
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9460. In that case the agriculturist will bring his crop to the sale socie¬ 
ties?—Yes, if he is a member of the sale society. 

9470. Do the jails and the Army purchase their requirements from these 
co-operative sale societies?—Their purchases are all made through open 
tenders. Although we have tried to interest the jails in this matter, we 
have found it difficult to compete with local merchants in this matter. 

9471. Sir Hugh Cocke: Regarding your Bombay Provincial Co-operative 
Bank’s balance sheet, I see you have made a profit in March 1929, 
Tis. 1,29,000 in round figures. Is that after providing for the depreciation 
in investments which is referred to in the report?—It was so in 1929 but 
in 1930 out of Rs. 1,54,000 we made a provision for Rs. 94,000 and what¬ 
ever provision that was made in 1929 was not shown as individual item. 

9472. What about bad debts?—As regards the agricultural societies we 
have noD made any losses. As regards urban societies on rhe recommenda¬ 
tion of the Registrar we lent to an Anglo-Indian stores and we lost some 
money in that direction. We may lose money also in the case of one or 
two produce societies but we have made a sufficient provision for all bad 
and doubtful debts that we know of. 

9473. Speaking generally it is the primary societies that make the losses 
rather than the provincial bank. Is that not so?—As a rule it is so. 

3474. In the same balance sheet for 1929 March after the item cash 
credits, you say “this includes amounts due from cancelled societies”. 
Will that be a bad debt?—They are societies still in liquidation and we 
expect to get back all the money. 

9476. I notice in the balance sheet under resources out of Rs. 181 lakhs, 
Rs. 104 lakhs is shown as cash with banks which means that you are using 
far more than half of your total resources in investments with other banks ? 
—In this particular balance sheet it was an exceptional position, but the 
case is different in 1930 balance sheet. Deposits with approved banks were 
Rs. 13 lakhs and investment in Government securities was Rs. 44 lakhs. 
It is on the previous years’ balance sheets figures that people have said 
very often that we have no business to ask for any further advances from 
Government. Our balance sheet for 1929 has created that impression. 

9476. Have you ever been short of the necessary finance to advance all 
that has been asked of you by co-operative societies?—Primary societies 
never made appeals to us in vain except in the case of those who are hope¬ 
lessly in debt. 

8477. That being so why is it you consider Government ought to come 
to your rescue ?—I want them to help us for the future development of the 
movement. 

9478. If rural postal cash certificates were introduced as against urban 
postal cash certificates do you think it will be able to attract the savings 
of the cultivators in the rural areas?—I think it is a good suggestion. 

9479. Chairman: If this was done would it tend to reduce the deposits 
in the co-operative banks and societies ?—So long as the money thus raised 
is ear-marked for the relief of the agriculturists in the rural areas I do not 
mind whether the money is spent through my bank or not. 

9480 So long as the deposits in vom bank increase does it not tend to 
improve' the prestige of the bank’ On the other hand if Government takes 
the monev from these rural areas and then make a loan to your bank that 
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does not in the same way improve the status of your bank?—If Govern¬ 
ment do not offer competing rates of interest I do not mind. 

9481. Mr. Many, Subedar,: With regard to the Remittance question, 
there is a proposal before us by which the cost of internal remittance would 
be done away with.—It would be an ideal thing if it were done so. 

9482. If therefore the cost of remittance was done away with altogether 
and the facilities which the Imperial Bank is now enjoying and which you 
claim the co-operative banks have a right to enjoy, were freely allowed by 
Government to every body on condition that thev were passed on to the 
public, you would favour that ideal?—What do you mean by ‘everybody’. 

9483. Supposing there is a joint stock bank in a certain place and 
another somewhere else, the manager in charge of a branch in one place 
will be free to send his money to every other place. Nobody would thus 
make any money out of the transaction; the facilities would go to the 
prime user?—Are you quite sure that the facilities will be transferred to 
the prime i:iser? 

n.{84. It is an ideal which has been put before you?—As an ideal I am 
in favour of it. 

9485. (You said that you wanted this facility as a money-making pro¬ 
position; whether you want to oblige your small trader is a question of 
right.—My point is that the Government should treat us on the same lines 
88 they treat the Imperial Bank. 

9486. Chairman: I thought that in answer to a question of mine you 
said that you wanted this concession not to provide an increase in the 
profits of the co-operative institutions but simply for the benefit of their 
custoimers?—Quite right; if Government were to lay down that condition 
for us, I want them to lay down the same condition for other banks. 

9487. Mr. Many Subedar : If these facilities are not extended to other 
constituents, would you stipulate that you would not make more than a 
certain charge? You receive a privilege and as a matter of public service 
i: you r4re asked to give the same concessions to your constituents, you 
would be quite willing?—Yes, it our self-respect is kept up. 

4988. I would like to know whether your bank does the audit of the 
primary societies to whom money is lent out?—It is done by Government 
auditors; we get the audit memos, from the Government auditors. 

9489. I put it to you whether you think that in the matter of redis¬ 
counting your co-operative paper, the Imperial Bank now and the Reserve 
Bank when it is established, should have the right to pick and choose vvhat 
paper they would like to discount?—^Of course they must have the right 
to do so. 

9490. Do you rediscount your paper with the Imperial Bank?—^The 
Imperial Bank have choked us off both as regards the Government securi¬ 
ties and the agricultural paper. 

9491. But you would give the Reserve Bank the power to select the 
paper?—Certainly they would have every right to do so. 

9492. Do you agree that the borrowings of Government in large volumes 
and at heavier rates in recent years have diverted funds which would 
otherwise have gone into trade and industry ?—I have come here as an 
agriculturisti 
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9493. I simply want to know whether you think that if Government 
had continued to borrow on the eakne scale as before and if they hsul not 
offered very heavy rates, the depression through which the country has 
been passing would have been lighter?—I quite agree that more money 
would have come to the industries. 

9494. Would you ask the Reserve Bank, when it is established, to take 
over the whole of the savings bank money and retain it not as part of 
Government account but as a separate account to be used as the funds 
of the Reserve Bank, so that the Bank could feed the general money 
market and bring down the rates? Would you prefer such a system?— 
Prima facie it seems a very good suggestion. 

9495. I see from the report of the Provincial co-operative banks that 
you are paying 4 and 4^ per cent, on your deposits. How do these rates 
compare with the rates given by the Imperial Bank and the exchange 
banks?—The Imperial Bank gives lower rates while the exchange banks 
give higher rates; we offer 4^ per cent. 

9496. How would you like the suggestion that foreign banks should be 
prohibited from taking deposits in this country with a view partly to 
protecting the depositors and partly to favouring those foreign institutions 
which register themselves under the law of this country and become 
Indian?—It raises a much larger question such as the question of protec¬ 
tion. In this case also the question of the consumer, namely, the borrower 
in this case, will be pitted up against your proposal. 

9497. It is not my proposal; it is a proposal which has emanated from 
discussions before this Committee.—Then it might be put forward that 
the .exchange banks have been rendering service to this country. What 
right have you to withdraw the concessions they have been enjoying? I 
certainly want Indian indigenous banking to be encouraged by all possible 
means. But how that should be done is a question I would leave to this 
Committee to decide. 

9498. You would then as a businessman say that there was no objection, 
as part of the national policy, to prevent foreign banks from operating in 
this country with full rights including rights to take deposits?—I would 
like my country to be self-contained as regards industries, insurance, 
banking, shipping, etc. 

9499. Would you like this Committee to suggest such measures as 
would ensure the achievement of these objects?—^As an Indian I would 
be most grateful if this Committee undertook that. 

9500. Chairman: You said that the country was generally getting 
poorer buit still from what Sir Hugh Cocke brought out, it appears that 
you are getting deposits and that you cannot use those deposits to the 
advantage of the agriculturist, at least at the present moment; is it possible 
for you in anv way to reconcile these two facts?—TJnfortimately the Gov¬ 
ernment of my Bombay Presidenc.y is not helping the expansion of the 
movement. If my Government had been moving like some other local 
Governments, for instance, Punjab, this question of funds lying idle would 
never have arisen. 
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THIRTY-SECOND DAY 
Wednesday* the 15th October 1930. 


Present: 


Sir Bhependra Nath Mitra, K.C.S.I., K.C.I.E., C.B.E. (Chairman). 


Mr. Manu Subedar. 
Sir Hugh Cocke, Kt. 
Dr. L. K. Hyder. 


Mr. V. Bamdas Pantulu. 
Mr. E. W. Buckley. 
Choudhri Mukhtab Singh. 


Mr. V. K. Ahavamcdha Ayangar, M.A., C.I.E. (Secretary). 

Mr. E. P. Masani, M.A. (Joint Secretary). 

Mr. B. Mukherjee, M.A., P.E.S., F.E.S., Eeader in Economics and 
Sociology in the University of Lucknow, was examined. 


9501. Chairman: You are Eeader in Economics and Sociology at the 
Lucknow University?—Yes. 

9502. In that capacity you have made a theoretical study of matters 
■connected with banking which are dealt with in your memorandum?—Yes, 
only theoretical study. I must say that I have no practical experience 
•of any bank, nor of any industries. As a teacher, I have to do the theoreti¬ 
cal portion of it. 

9503. You say: “It is undeniable that the ordinary commercial banks 
have not served the industrial needs of the country. They have not 
financed industries largely. They cannot possibly do it, having regard 
to the nature of their own business and the needs of the industries.” Are 
you aware that commercial banks, as well as the Imperial Bank, do finance 
industrial concerns largely in regard to their working capital when adequate 
security is fOTthcoming?—To a certain extent, yes. But the extent to 
which the Imperial Bank and other banks finance industries must be very 
limited, considering the size of India and the extent and magnitude of our 
industrial needs. 

9504. Biave you any information on that point or is it purely your im- 
^jression?—I have no practical knowledge. 

9505. Nor any statistics?—No. 

9506. In the course of evidence given before us we have heard a good 
deal on the subject and we have gathered that wherever the bank considers 
it a sound proposition to make advances for working capital and where 
adequate security is forthcoming, it never hesitates to do so—^I agree that 
where adequate security is forthcoming commercial banks are prepared to 
lend money. But commercial banks chiefly supply short-term capital; they 
do not supply adequate finance which is meant to be locked up for a long 
period. Secondly, the Imperial Bank is not permitted to lend for more 
than six months and the industries which are in need of money naturally 
want it for a longer period than that. 

9507. I am referring to working capital only. Though there is the si* 
months’ rule, the advances given for six months can be renewed at the 
■end of six months for another six months and we have gathered that there 
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say that their business is going out of the way on account of the intro¬ 
duction of means of communication aud other things. For instance, in 
the Punjab Eeport it is mentioned that they have gone out of business. 
So, I take it that your idea in suggesting the method is to fill in a gap 
which is there at present in the banking system. Do you suggest that 
these men should occupy in the banking system of In^a the position 
which the acceptance houses in London occupy in the financial and bank¬ 
ing system of London/—No. Not exactly 

1064. You know that the word of certain merchants who are in the 
London market is a word of honour and once their signature is obtained^ 
the bills are readily discounted ?—^Here there is no question of acceptancea. 
It will be the question of endorsement;. 

1065. Sir Purshotamdaa Thakurdas ; Bills endorsed by them will be 
discountable by the Eeserve Bank. 

Dr. Hyder: That is what is precisely done in London. 

1066. Sir Purshotamdas Thahiir'das: So, you agree that unless what 
has been suggested is done, it will be a great hardship in regard to the 
financing of i^^he masses and it will be a. handicap?—I want to know whe¬ 
ther this Committee has suggested as to how the financial assistance 
should be given and what kind of restrictions are to be placed. 

1067. They would be registered like the joint stock banks. They will 
be treated in the same way as “banks".—The cnix of the question is that 
they would have direct connection with the Eeserve Bank and there will 
be certain restrictions placed on them?—They will not have direct touch 
with tee Eeserve Bank, 

1068. But suppose they got it, would you mind it?—How can an in¬ 
digenous banker discounting bills for 2 lakhs or for whatever limit there 
might be compete with the joint stock bank? They cannot compele with 
the indigenous joint stock banks; so, I want to know whether the 
Eeserve Bank would discount their bills directly. If that is done, there 
will be many other merchants who would like to have their bills dis¬ 
counted by the Eeserve Bank. 

1069. Merchants cannot do that.—^hat objection is there? For in¬ 
stance, I say this Jethmal will be saying “I have opened the books and 
the Bank will be able to know about my financial position.” 

1070. Mr. Khaitan: Do you mean to say the bills of the indigenous 
bankers should not be discounted by the Eeserve Bank?—It is a question 
for consideration, when the material things about the Eeserve Bank are 
considered. 

1071. It will be then on the same lines as the system cf the Federal 
Eeserve Bank. It is said that that Bank does net discount bills of the 
acceptance houses but only the bills of member Banks and they are not 
therefore able to control the money market Have you heard about that 
criticism?—That would be a matter for consideration. 

1072. Sir Purshotamdas Thakurdas: But from the indigenous bank’s 
point of view you have no objection?—No. 

1073. Under the heading of “Cost of management” you say “It iff 
difficult to determine the correct ratio of expenditure in the managetnent 
of banks frc?n the published balance sheets, and an off-hand comparison 
between hanks in this respect by simply working out the ratios from the 
fi.guies of the respective balance-sheets would be erroneous”. You alaO' 



1080 


are cases where, if adequate security has, been forthcoming, the Imperial 
Bank has renewed advances given for AVorking capital for no less a period 
than 15 years?—I did not know that, it is a surprise to me. For what 
industries were such advances made? 

9508. The Imperial Bank gave Its a list of the various classes of in¬ 
dustries which they have been financing. I do not mind showing you that 
list (the witness was shown the list)?—If the Imperial Bank is doing it, 
all I can say is that it must bo doing it since the .Indian Industrial Com¬ 
mission’s report was published. 

9509. The Imperial Bank came into existence in 1921 ?—I cannot otter 
you an opinion until T know whether these industries financed by the Im¬ 
perial Bank were Indian industries or not. 

9510. They are mostly Indian industries and the particular case I was 
referring to in W'hieh the bank renew’ed the advance for 15 years was a big 
industry?—I never knew’ that the Imperial Bank w’as financing so many 
Indian industries. 

9511. It is only a question of adequate security. If there is no 
adequate security, it is not a sound business proposition. For the purpose 
of developing industries the State may spend the taxpayers’ money even 
if adequate security is not forthcoming and,perhaps lose the money, but 
that is a quite different proposition?—What is the adequate security 
which most of these industries can offer? 

9512. After a certain stage they can mortgage the goods manufactured 
and get on that some advance from banks which would provide them with 
(he working capital. Tliere are additions to block, extensions, replace- 
rnents, etc., and in regard to these, though the Imperial Bank cannot take 
them up, other joint stock banks can?—Have they fully done it? 

9513. One banker told us that he was doing it very frequently. It is 
a .question of security?—The security which most of the small Indian in¬ 
dustries can afford to offer is not a security which these banks would 
generally accept. 

9514. Therefore it is not good security. If if is not good security, if 
ceases to be a banking proposition?—^I cannot say that it is not good 
security; that after all is a matter for expert opinion. The bank is of 
course the best judge. But there is a complaint that Indian industries do 
not get that amount of consideration from commercial banks which they 
are entitled to get. 

9515. That is merely your impression and you have read it from papers 
or heard it from people. Gan you give us a single case in which an- 
industry run by an Indian concern has failed to receive accommodation 
from a bank though it was prepared to produce adequate security?—I can¬ 
not give you a specific instance, because I am not connected with any 
industry or bank. All I know' is what I have read from papers. 

0516. Mr. Ramdas Pantulu: By saying that commercial banks have 
not financed industries largely, you emphasise the word largely and you 
do not deny that they do finance industries. What do you mean by 
‘largely’?—My idea was that some of the banks were financing industries 
but not to the extent necessary, considering the size of India and the 
magiiitude of her wants. I did not know that the Imperial Bank was 
financing industries. There was no possibility of getting this information and 
buf ft* the Banking Committee, the information would not have come out. 
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9517. Mr. Mukhiar Singh: Do you consider that banka would advance 
money on the. security of block capital, buildings, etc.?—An industrial 
bank may do it, not the commercial banks. ' Commercial banka jnust work 
on the basis of certain recognised principles necessary for financial pru¬ 
dence, and they deal chiefly' with short-term capital. 

9518. Would it be possible for industries to offer any other seciudty 
when they are in the infancy stage?—Yes, provided they have good pros¬ 
pects and a reasonable proposition behind them, which an Industrial bank 
can consider satisfactory. 

9519. No industrial bank is yet established and commercial banks are 
not giving accommodation on block?—I cannot suggest that commercial 
banks should lend money on block. 

9520. They are not doing it. If they are not doing it, d6 you consider 
that it is possible for industries to succeed? Would it be possible for them 
to get finance elsewhere?—It would be very difficult. 

9521. Chairman : Wo understood from other people that if security 
were available, there tyould not be much difficulty in obtaining money frorn 
joint stock banks. I was trying to find out from you whether you had 
any information to place before us to the contrary. You said you have 
no information and all you have said is based on impressions?—And from 
* study of the papers. 

9522. You further state that “the financial facilities which our indus¬ 
tries Tieed and 'vhich they now so greatly lack can best be provided by 
industrial banks alone” and you refer in this connfection to the recommen¬ 
dation of the Industrial Commission of 1918. You arc aware that the 
main function assigned to the industrial bank recommended by that Com- 
•nission was the financing of small and middle class industrialists, parti- 
wilarly in regard to the provision of working capital. Are your ideas abant 
the functions of the industrial bank proposed by you similar to those of 
the Commission?—I would go a little further. The Industrial Commission 
specifically mentions small and middle class induatrialists. I would leave it 
to the discretion of the industrial bank which might be established and 
would not lay down a hard and fast rule of limiting the size of the industry 
and say that this is the limit up to W'hic'h the industrial bank can go and no 
further. I would say generally that the industrial bank should finance not 
merely the small industries which the Industrial Commission thought of, 
but even bigger ones. 

9523. Therefore you would impose no limitation?—No. 

9524. Mr. Ramdas Pantulu: In your memorandum you say "the vital 
point is that the assistance to be given to the industries must be for a 
definite period only until they are sufficiently stabilised and are able to 
command capital and credit in the ordinary way from the money market.” 
The implication of that sentence is that you would exclude well-established 
indnstries such as cotton and jute, which are already financed and -are 
working, from the operation of the industrial bank ?—1 never meant that. 
Supposing a new cotton mill is started, that would be a new industry. 
My point is that we cannot adopt as a principle spoon-feeding of mdustries. 
After all an industry must stand on its own legs, but for a limited period 
of time it might want assistance. I am for giving that limited assistance. 
That is why I make loans renewable. If the bank thinks that it might 
safelv continue the assistance for another period of 3 years, it may be done. 
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9525. Chairman : You would provide for 3 years in the first instance and 
renew loans for a further term of 3 years, i.e., altogether 6 years?—Six 
years is a sufi5ciently long period during which an industry ought to stabi¬ 
lise itself. 

9526. There is the further difficulty that you practically limit the assis¬ 
tance to Ks. 50,000 for any one concern. Do you really think a new cotton 
mill can be started with that amount?—was merely giving it as an 
illustration. 

9527. Mr. Eamdas Pantulu’s impression was that you could not pos¬ 
sibly have intended that assistance should be given to big and well-estab¬ 
lished industries and you say that was not your intention. Therefore. 

I am referring you to another passage in the memorandum in which you 
practically restrict loans to Es. 60,000. Beyond that it would bo a matter 
for (government and Government would have a right of veto?—^Es. 50,000 
is a sufficiently big capital with which not merely small industries but even 
industries a little bigger than that could be started. The cotton in¬ 
dustry is a long established industry. If there is a new venture asking for 
an assistance of Es. 50,000, the industrial bank would give it. 

9528. Do you desire to urge seriously that Es. 60,000 would be sufficient 
to start a new cotton mill?—Of course not. I refer to the cotton mill 
industry because you said that the cotton industry is a sufficiently long 
established industry. 

9529. Sir Hugh Cocke: Experience has shown that many concerns 
which expect to be able to pay their loans or finance themselves in six 
years are not in practice able to do so. Therefore, the industrial bank 
would not get its money back and eventually incur a loss. You anticipate 
that industries would be sufficiently stabilised and able to command 
capital and credit in the ordinary way from the money market in the 
course of six years. You want an e^rtraordinary amount of foresight to 
know whether in six years the bank is going to get back its money?—I 
can concede that there might be certain industries which would want 
assistance for a longer period, but generally speaking, there must be a 
limit. After all you cannot grant assistance for an indefinite period of 
time. If the industrv shows signs of prosperity, you can renew the grant 
for a further term of three years; six years, I thought, is a sufficiently 
long period for an industry at least to show that it can (Jo well. After six 
years when the loans are repaid, I think the new industry would be in a 
sufficiently strong position to command outside capital. 

9530. Chairman : The "Industrial Commission of 1918 observed: “It 
appears to follow that an industrial bank with a sufficiently large capit^ 
to ensure its safe working must, at any rate for some time, combine ordi¬ 
nary banking business with its industrial activities to enable it to obtain 
a return on capital.” You have proposed that your industrial bank should 
not be permitted to undertake ordinary banking business such as ad¬ 
vances, current accounts and receipt, of short-term deposits. In making 
these proposals, have you given due consideration to the views of the 
Industrial Commission?—I have. But my suggestion was a counsel of 
prudence. Most of the industrial banks which were started immediately 
after the War during the boom period combined industrial finance with 
ordinary banking business and they never succeeded. For example, the 
Calcutta Industrial Bank, the Kamani Industrial Bank and the Indian 
Industrial Bank all started with industrial finance and ordinary banking 
business. I would like the two to be kept separate. 
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9531. There is some misapprehension. I do not know whether you 
"have actually investigated the position of these so-called industrial banks 
which were started after the War and which came to grief.—^No, I could 
not do it. 

9532. Therefore, it is only your impression that they came to grief?— 
1^0. I look to facts. They all went into liquidation. 

9533. An industrial bank, if it is to function at all, will have to give 
not only long-term loans but also short-term loans. Why should it not 
find the money required for short-term loans from short-term deposits? 
I fully realise that there must be adequate safeguards and that the bank 
must not advance for long periods money which it has raised by short¬ 
term deposits. But what is the reason for debarring it from taking short¬ 
term deposits?—^It is only a counsel of prudence. Once you allow it, it 
would be very diflBoult to keep within limits. Banking is such a conserva¬ 
tive business that it requires no end of prudence and foresight. 

9534. If yom ideas are to be ptu^ued, then even for making short term 
advances, these industrial banka must depend on long-term deposits?—^Yes. 

9535. The Industrial Commission referred to the question of a retmm 
•on capital; how would you meet that difficulty?—I do not think it would 
be very difiScult for industrial banks to make some profit. 

9536. Mr. Bamdas Pantulu: Why do you fix a period of two years for 
fixed deposits?—It might be more; I say ‘not less than two years.’ 

9537. Do you contemplate that all advances should be for two years?— 
There might be exceptional cases where an industry might require assis¬ 
tance for less than two years. 

9538. Probably joint stock banks would not give any further advance 
ior current expenses of industries which are already running when an 
industrial bank is started, because industrial banks would have greater 
facilities for knowing the value of securities, products and so on. I expect 
that no industrial concern would ask for help for a period of 3, 6 or 9 
months or one year normally, but every industry would borrow money for 
* longer period?—I was thinking only of those cases where an industry 
requires actual assistance. 

9539. In a place like Calcutta most of the industrial concerns would 
go to the industrial bank for short-term accommodation for current ex¬ 
penses for 6 or 9 months. Why should the bank take 2 years’ deposits, 
simply because a portion of its funds is to be lent out for three or six 
years?—The proportion of short-term assistance would be smaller. 

9540. Chairman: You ask what the exchange banks have given India 
in return for the profits derived by them. What would be your answer to 
the argument that the development of India’s foreign trade has been of 
mutual benefit to India as well as to the exchange banks?—^The develop¬ 
ment of foreign trade has certainly been to the benefit of India, but ex¬ 
change banks might have done a little more in helping Indians to a greater 
share of that foreign trade. 

9541. Hove you any idea as to what the share of Indians in foreign 
trade is?—It is not very large, 

9542. Have you any definite idea ?—^It is difficult to give an exact per¬ 
centage. 



1084 


9543. You state that the “safety of Indian depositors’’ requires a certain 
amount of control over the operations of foreign banks. Have you any 
instance in nund in which depositors in a foreign exchange bank have lost 
their money ?—I have mentioned this mainly on general considerations^ 
If the /Government of India gives assistance to a particular industry, 
naturally they are entitled to a certain amount of control or supervision on 
that industry. If a large number of Indian depositors deposit large sums 
of money in foreign banks, they ought to have some guarantee of safety 
with regard to their money. 

9544. I can quite see the general argument, but have you any instance 
in mind in which depositors in foreign exchange banks have lost their 
money ?—I am not sure what happened in the Delhi and London Bank 
which failed long ago. 

Mr. BucMe]/: They were taken over by the Alliance Bank of Simla. 

9545. Chairman: So far as I know the depositors did not suffer at that 
stage. You cannot give us anv information?—No. 

9546. Mr. Ramdas Pantnlu: I thought you were making this statement 
on the ground that Indian depositors have no means of knowing the state 
of banks, because they do not publish any balance sheet?—We do not Imow 
where they use the money, how they use it and whom they assist. 

9547. Chairman: If the depositor is so gullTble that he cannot look 
after his own interests, is any method likely to prove adequate to prevent 
him from losing his money? The depositor must know all these various 
disadvantages, but if in spite of that he prefers to deposit bis money with 
that particular bank, can any effective means be taken to prevent his 
doing so?—The depositor goes to that bank because of the terms he gets. 

9548. Chairman: At the present moment the depositor is not com¬ 
pelled to deposit his money in any particular bank or institution. He- 
alone is satisfied that his money is safe with any particular institution 
and my point is whether it is possible by any method to prevent hiin from 
doing so if he deliberately chose to put his money in the foreign banks?— 
So far ns the indigenous bankers do not publish their balance sheets I 
have suggested the same thing. In regard to deposits in the foreign banks 
people go and deposit their money because of the terms they offer and 
generally speaking exchange banks are sound businesses. 

9549. Is it your proposition that the terms, by which I suppose you 
mean the rate of interest, offered by the foreign exchange banks are 
higher than thoSe offered by the Indian joint stock banks or even the 
indigenous bankers?—What I say is, considering the security and safety 
of these exchange banks, the terms are tempting. 

Therefore from your statement it naturally follows that the exchange 
banks are sound businesses.—Generally, but not all. 

9550. Mr. Manu Subedar: There were only 6 foreign exchange banks 
in this country before the war, but now there are no less than 17. Do you 
think that all of them are secure and safer than any Indian institution?— 
It cannot be. 

9551. Chairman: In fact it was precisely what I tried to get 
from you. Can you give me an instance of a foreign exchange bank in 
which the Indian depositors have lost their money?—I cannot give you 
any specific instance, but ray idea is that you cannot argue on it as a 
general proposition. I have not got the inferiority comfilex in me so- 
far as the Indian banks are cimcemed. 
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9562. But it is not a question of superiority or inferiority complex. It 
» the will or desire of the depositor. That being so, how can you stop 
him from doing so?—^You can educate him. 

That is another matter. It is for you, professors, to do that. This 
Committee, unless it becomes a permanent institution in the country can¬ 
not do this kind of work. 

9553. Mr. Kamdas Pantulu: Your point is if the depositor is entitled 
to certain protection from the State and the banking law of the country, 
you should take certain precautions in regard to all banks. So you will 
insist, in the interests of the depositor that these banks should keep a 
certain amount of fluid resources and a certain portion of cash to meet 
the demands of the depositors?—Yes. 

955-1. Therefore, is it your view that the Indian depositors are entitled 
to protection and you think that this Committee should lay down definite 
proposals?—My point is that the interests of the depositor must be safe¬ 
guarded. These foreign banks do not publish their balance sheets. 
Whether it be joint stock banks or foreign banks, they should all be asked 
to work under proper control as is the practice followed in every civilised 
country in the world. 

9555. Mr. Manu Subcdar: You remember that in 1926 a Japanese bank; 
called the Bank of Taiwan closed its doors temporarily in Bombay and 
the Indian depositors were in great di£6culties although they did not 
ultimately lose their money. Next time if such a thing occurs it might 
prove to be disastrous; and therefore your view is, I take it, that even if 
the depositors are educated about the position, it is the duty of the State 
to protect the interests of the depositors?—The instance you have cited 
strengthens my case. My point is that the interests of the depositors 
should be safeguarded. 

9556. Mr. Bucklen: I put it to you that not a single Indian 
depositor lost a single pie through the temporary closure of the Bank ot 
Taiwan at Bombay.—I accept your statement, but is there any guarantee 
that a similar state of affairs will not recur in the future and people may 
not lose their money, although I am glad to be told that the Indian de¬ 
positors did not lose at all in this particular instance. 

9557. Chairman: On the general question we have got sufficient facts 
to enable us to come to conclusions, but when you say that "they should 
be compelled to publish half-yearly statements of their assets and liabi¬ 
lities”, I presume you only refer to the Indian transactions?—The whole 
business is inter-connected. 

At the present time every foreign bank publishes a statement of assets 
and liabilities. However, as you do not actually possess the information, I 
will not pursue the matter. 

9558. Mr. Manu Suhedar: May I take it that your conclusion is that 
on account of the various grounds including the protection of the interests 
of the Indian depositors you will not allow the foreign banks to work in 
this country unless they do so under the Indian law and under the res¬ 
trictions that are imposed on Indian banks at present in this country?— 
Government ought primarilj^ to look after the interests of the. people of 
India. Government ought to see that we have a certain amount of control 
over these foreign banks. 
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9559. Would you allow the foreign banks to receive deposits in India? 
You know how these deposits which are largely Indian savings, are being 
used by these banks to finance foreign nationals. Would you allow those 
conditions to go on?—I would like to impose some restrictions on their 
work just as there are restrictions in other countries of the world. 

9560. In other countries is their freedom to receive deposits restricted? 
—That is so. 

9561. If they want to take deposits in this country, they must register 
themselves under our law. Would you agree to that proposition?—I am 
perfectly agreeable to that. 

9562. Chairman: Would you yourself advocate it? A foreign ex¬ 
change bank may agree to submit itself to certain forms of control which 
might include publication of balance sheets, a particular form of licencing 
terms, etc., but the further condition that no foreign exchange bank which 
does not register itself in rupee capital in this country should not be 
allowed to take in deposits in India is an additional condition, which may, 
or may not be wholly required from the point of view of the interest of 
the depositor. Here we are concerned only with the safety of the Indian 
depositor. From the point of view of the safety of the Indian depositor 
do you consider it necessary that a foreign exchange bank which does not 
register itself in rupee capital should be prevented from taking any 
deposits?—It should not take deposits without taking a licence, which will 
regulate the conditions of the deposits. 

9563. A licence would not regulate the deposits. In fact I am coming 
to your specific provisions almost immediately, but here we are discussing 
the question of the safety of the Indian depositor and from that point of 
view do you think it necessary that any foreign bank which does not register 
itself in rupee capital must be debarred from taking deposits if it subjects 
itself to certain other conditions which may be considered necessary by 
this Committee or Government?—^Debarring of Indian deposits is not for 
the protection of the depositor, but it is for the protection of Indian 
interests. 

9564. By protection of Indian interests, do you mean that the deposits 
received by these exchange banks in this country should be utilised fully 
for the development of India’s industry and trade?—That is exactly my 
point. Indian industry and trade ought to have the first charge. 

9565. For the same object will you also prevent an Indian from invest¬ 
ing his money in foreign securities? Apparently, my information is that 
something like Bs. 50 crores of the savings of Indians have in the last 
8 or 4 years been invested in foreign securities, which means that that 
amount has ceased to be available for the development of Indian industry 
or Indian trade?—Es. 50 crores invested in foreign securities? 

9566. I am not able to tell you whether that figure is quite correct, 
but that is the private information that I have been able to gather?—I 
am very much surprised to hear that such a large amount of Indian money 
is invested abroad. 

9567. You would in that case also interfere with the right of the private 
individual who wants to invest his money in foreign securities?—Assuming 
that Indians have invested in foreign securities, it is very difficult to- 
impose any restriction on the liberty of private individuals. 
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9568. Supposing an Indian who puts his money in these foreign banks 
now prefers to send it out of India for purposes of investment in foreign 
securities, how will you achieve yovur object then?—My impression is that 
such cases will be few and far between. 

9569. Mr. Manu Subedar: When a situation of that kind arises, a 
National Government always takes some precautionary steps. Are you 
aware that during the War and immediately after the War both in Germany 
and to some extent in Britain and in the United States of America restric¬ 
tions were placed as an emergency measure on the export of capital to 
safeguard the National interests?—^I agree. Government must take action 
to meet such emergencies. 

9570. Would you also agree that a higher exchange prevents the import 
of foreign capital and also leads to the export of capital? Prima facie, if 
there are no serious causes leading to capital displacement, you do not 
expect that capital will be exported?—No. 

9571. Dt. Hyder: When the war broke out did this item of foreign 
investment prove to be an item of strength or weakness so far as England 
was concerned?—Generally, when you become a creditor country, this 
is a sign of strength. In regard to England the case was different. 
They exported capital abroad after meeting all their needs. 

9572. Mr. Manu Subedar •. Would you call a country a creditor country 
if the credits were more, as you would see that in spite of the fact that 
India has exported Es. 50 crores, still it is not a creditor country?—^That’ 
is true. 

9573. Chairman: I think you lay stress on this point that you want 
the savings of Indians fb be used firstly and fundamentally, to meet 
India’s requirements?—Yes. 

We have been told that the exchange banks use almost all the depoaits- 
which they take in this country for the purpose of financing of foreign 
trade of this country?—We do not know exactly how these exchange 
banks are using our money. 

9574. Supposing it were established that they are using all their 
deposits in financing the foreign trade of this country, what would you 
say to that?—Then I wiU ask the question as to how much they utilised for 
helping Indians as against foreigners? 

9575. Therefore you would begin by making a racial or communal dis- 
tinction?—I do not make it, but the impression that we have gathered 
is that these distinctions are made by banks themselves. 

9576. Therefore you are for a retaliatory measure?—No, but I want it 
as a self-protecting measure. Every one has the right and duty of self- 
defence. 

9577. Mr. Bamdas Pantulu: I am not quite able to follow the dis¬ 
tinction you make with regard to the action you want to take against the 
exchange banks taking deposits in this country and the Indian deposits 
going into foreign countries. I thought you said that the exchange banks- 
should be prevented from taking deposits in the national interests. By 
that I understood you to mean that India should have her capital available 
for large schemes like the formation of land mortgage banks and industrial 
banks and so on. Therefore if the exchange banks do not take these de¬ 
posits you expect this money to flow into Indian joint stock banks, co. 
operative banks, etc., which will finance the Indian concerns. Therefore, 
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you tKink the best vr&y of drawing this money from the exchange banta 
into Indian business is by prohibiting exchange banks taking deposits. Is 
that not your point?—I would not prohibit them provided they worked 
under our Indian law and were amenable to our control, 

9578. Supposing they submit to the same restrictions like any other 
bank in India, supposing the exchange banks say “we are perfectly 
willing to fall in under the Indian law”?—If they agree to take Indian 
directors and Indian capital and submit to other forms of control, I would 
not object to their doing business in this country. 

9579. Therefore, it is more a question of control than anything else?— 
Yes, it is a question of adequate control. 

9580. Mr. Manu Subedar : Can you have adequate control unless they 
became Indian companies with Indian directors, Indian shareholders and 
Indian rupee capital?—I agree with you there. 

9581. It has been suggested to us that if the exchange banks were 
given by the Reserve Bank Board or the Finance Member a licence to 
work in this coimtry that will be an enough safeguard. Would that be 
enough safeguard to Indian depositors or a proper safeguard against the 
competition of these foreign banks in this country?—It all depends on the 
terms of the licence. 

9582. If the licence simply says that the balance sheets must be all 
right and periodical observations must be made by an officer appointed for 
the purpose, will that do?—That will not be adequate protection. In order 
to have some Indian institutions engaged in exchange banking some kind of 
restriction is also necessary to avoid Indian exchange banks being killed 
by deadly competition. 

9583. You know of the shipping warfare that took place u few years 
ago and how a foreign shipping company offered to take passengers free 
of cost as against an Indian company to crush the latter?—I know of 
that full well and I Icnow that the foreign shipping company even \olun- 
teered to give free refreshments to passengers tliat plied between Calcutta 
and Chittagong. 

9584. I would like to have your opinion of another aspect of this 
question which is that if some of the foreign banks did choose to register 
themselves under the Indian law because the field is profitable in order 
to enable them to take Indian deposits would you not give them some 
preference over those foreign exchange banks who would not care to 
come under the Indian law?—Yes, some preference should be given. 

9585. Mr. Majiu Subedar : If some of the foreign banks did choose to 
register themselves under the Indian law in order to enable themselves to 
take Indian deposits, what would you do with those foreign banks which 
said that they would not come under your law?—I would let them go. 

9,586. Chairman.: We want to know what your proposition really is. 
Do you want that any foreign exchange bank which is allowed to take 
Indian deposits must register itself as an Indian company with rupee 
capital, etc., or do you want—and this aspect may be the more important 
—that it should be subject to certain control which would safeguard the 
interests of the 'depositors and which might also ensure that Indian 
deposits are used for Indian puqjoses?—My reply to that would be that 
so long as these exchange banks subjected themselves to the control of 
Indians, register themselves under the Indian banking law and give 



•daquate prtteotion to oUr people add' look' aftef odf idt'ereSts, t would 
pennit them to take deposits-. ’ 

9587. Ajie you aware that control can' be and is exercised over foreign 
banks in other countries without' insisting on conversion' of the foreign 
company s capital into local curredey ?—Control can be exercised without' 
irislstillg on that. 

9588. Do you then insist that these foreign exchange banks, before 
they are allowed to take deposits from Indians in- India, should convert 
thediselves into companies with rupee cajiital or would it satisfv ydst 
requirements if steps were taken to provide for an adequate oonfcrbl oVer 
these foreign exchange banks without insisting that they should register 
themselves in India with rupee capital?—Of course it is possible in some 
foreign countries without insisting on the conversion of the capital. Dut 
with regard to the exchange banks which are already doing business, con¬ 
version of capital would be difficult, almost impossible. In regard to the 
new banks that might be started we might insist on rupee capital. If 
we have Indian capital, our control would be much more effective. 

9589. Mr. Manu Subedar: 'What about the profits which the exchange 
banks are making. Unless you insist on their registering themselves in 
this country in rupee capital, the Indian banks would have no chamie?— 
It would be difficult to insist on rupee capital in the case of those exchaugo 
banks which are already working; but I would suggest rupee capital in 
the case of new companies. As a matter of fact I would not like to 
impose too many restrictions all at once. 

9590. I suggest to you that preference should be given to exchange 
banks with rupee capital and that others should not be allowed to take 
deposits?—If the foreign banks with foreign capital submitted to our 
control, I would let them accept Indian deposits. 

9591. Mr. Ramdas Pantulu: Supposing your conditions about these 
exchange banks registering themselves with rupee capital in this country 
and coming under the Indian law are not satisfied and supposing that the 
control that you mention is not forthcoming, in that case would you 
allow these banks to take deposits from India?—No. 

9592. Supposing it was ascertained that 50 per cent, of the foreign 
trade is in Indian hands, would you allow the exchange banks under 
existing conditions to take half the amount of deposits?—How am 1 to 
know that? And how are you going to prescribe the limit in the case Of 
each foreign bank? 

9593. If such money were required for the financing of the trade m 
Indian hands, will you agree in theory that the foreign banks should not 
be allowed to take deposits to that extent?—As a purely theoretical pro¬ 
position, if they do not agree to our conditions, I would not let them 
take our deposits. If the deposits are stopped, I think that will be 
sufficient for the purpose. My idea is that the form of control which 
we want to exercise would be practicable and that it would not be neces¬ 
sary to take the extreme step of stopping deposits. 

9594. Chairman: You state that all foreign banks should be compelled 
to tkke a certhin number of Indians for training as apprentices. Ifi it 
your idea that these' apprentices should be trained -with a view to and 
under an agreement for- employment in the banks, oir is it your idea.tnat 
such banks should give practical training to students?—Gf'course it would 
be impossible to insist that all apprentices must be taken up by banks; 
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say that you would prefer to remedy it. You quote such a ratio of pro- 
fits to be a failure. Is it so?—I do not think I have said it is .a wrong 
thing to do so. 

Ohairman : Of course, you do not use the word “failure” there in your 
memorandum. 

Witness; What I mean to say is this. Suppose a Bank carries for¬ 
ward Es. 3 lakhs and the profit is only Es. 5 lakhs. They take a ratio 
■on Es. 8 lakhs, Whar I should like to do is that they should only take 
11 ratio on Es. 5 lakhs. 

1074. Sir Purshotayndas Thahurdas: You say that this carrying for¬ 
ward business should not be included?—Y^es. 

1075. You say “A hank without any branches or having just a few is 
always able to show a smaller expenditure ratio than a bank with a num¬ 
ber of branches”. Therefore, the Imperial Bank’s working ratio would 
he higher. Is it not?—Yes. provided that Bank is working with its own 
funds. Here the profits include interest on Gewernment funds which 
.arc with them without interest. 

1076. Your only complaint is about the Imperial Bank?—I have never 
complained about that Bank in this matter. 

1077. I am trying to find out whether you liavcj anything to say about 
the ratio of the imperial Bank?—I have nothing to say. 

1078. Is it not a fact that in order to show that the Imperial Bank’s 
expenditure ratio is higher you have put this in your memorandum?— 

No. 

1079. Some witnesses have sent to us some interesting literature giv¬ 
ing us instances and reasons why there bavr been failures in the past 
in the case of certain banks. Another critic has stated that the failure 
or want of success of indigenous banks can be stated to be due to no 
fair field for activities for the indigenous banks. Would you be dis¬ 
posed to agr< e with it ?—If he means that some of the field is taken by 
ether banks, then he is perfectly correct. 

1080. He says ‘'On the one hand we have handicaps. In our activities 
of export and imjiort business we cannot have a look in. On the other 
hand, we find that the whole system is laid out in such a manner that 
we cannot compete with the indigenous banker who works much more 
economically than the bank at present.” Are you disposed to agree with, 
it?—It all depends on the place of working. In a place, say like Bombay, 
or Calcutta, there is no question of sufficient business, as he puts it. 
Whether the indigenous hanker is there or not, it all depends on whether 
business at a profitable rate is obtainable or not. 

1081. Barring the ports, in the urban and rural areas, is it true that 
the indigenous hanker can always work more cheaply than any other 
joint stock bank, or Imperial Bank or an exchange bank?—Yes, that is 
true. 

1082. Therefore, to that extent the indigenous bank suffers on account 
of the indigenous banker?—The indigenous hanker will not be able to lend 
moneys at a cheaper rate than Ihe bank. 

1083. Because his resources are limited?—Yes. 

lO&^l. Therefore, if his resources can bo strengthened, that will be an 
assistance to the Indian masses?—Then he will be competing with the 
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that would be difficult. But 1 would insist on the facilities for training 
being given. The material we can produce would turn out first class men, 
provided we get adequate facilities for training. I have in my mind a 
particular case in the Lucknow University where we have a Faculty of 
Commerce; this Faculty of Commerce gives specialised training in Advanced 
Banking, Auditing and Accounting. Some of the B. Com.’s that passed 
tried to get into certain banks for training; but the arrangement was 
found to be unworkable; what the banks wanted was that these studenta 
should come during office hours. With great difficulty we put in two boya 
and one of them, I am glad to say, has now been taken up by the 
Midland Bank of England. 

9595. Chairman: For training or for employment?—My information ia 
that he was first trained and subsequently employed. 

9596. I am interested to know this. Can you give us his name?—I 
am afraid I cannot give you the name of the boy. If you want the 
particulars, I can get them for the Committee. 

We should be obliged if you would. 

9597. Mr. Manu Suhedar: Do you know of any of your students who 
has been admitted for training with any of the exchange banks in India?— 
No, not one; the utmost they can look for is Central Co-operative banks. 

9598. Chairman: You say that when the Imperial Bank of India Act 
was passed. Government surrendered to the clamour of the exchange banks 
and that restrictions were accordingly placed on the Imperial Bank ‘‘as 
regards foreign exchange business”. Have you any authority for this 
statement?—My authority for the statement is the Imperial Bank Act 
itself. When the Imperial Bank Bill was taken into consideration by 
Government, a number of exchange banks protested and we know that 
.the Government conceded to them what they wanted. 

9599. Is it your proposition that while the Government of India first 
introduced the Imperial Bank Bill, they had provided under that Bill for 
the Imperial Bank to do foreign exchan^ business?—No. Before the 
Imperial Bank Bill was actually introduced, discussions had been going 
on in the press. 

9600. And the Government of India had intended at an early stage- 
that the Imperial Bank should do foreign exchange business?—Possibly 
there was some talk about it; the exchange banks protested and the 
Government then decided not to allow the Imperial Bank to do exchange 
business. 

9601. Were the banks amalgamated into the Imperial Bank doing 
foreign exchange business?—Yes, only one and that to a very limited 
extent. 

9602. Are they doing that business to the same extent?—Yes. 

9603. My point was whether this provision in the Imperial Bank Act 
arose out of what you call ‘‘the clamour of the exchange banks” or whether 
it was a repetition of the state of things which existed in connection with 
the three Presidency Banks?—The provision that existed has been repeated 
in the Imperial Bank Act, but at the time the Imperial Bank Bill was- 
taken into consideration, there was a volume of opinion asking that the 
Imperial Bank should be permitted to do exchange business,, but that 
was npt granted. 
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9604. Was it really a surrender on a clamour or was it a continuation 
of an existing state of things simply to safeguard the interests of Govern* 
ment in a certain direction? Because I know that when in 1921 the 
Imperial Bank was established, it became the Government’s banker and 
it was not allowed to take up foreign exchange business except to a very 
limited extent as we wanted to safeguard Government balances.—What I 
thought was that at the same time there was a considerable volume of 
opinion asking that the Imperial Bank should be permitted to take up 
exchange work. 

9605. Then, if I may say so, these words are the usual hyperbole?— 

1 do not think so. I do not agree with you. 

9606. Mr. Manu Subedar: You are not aware of the representations 
which the exchange banks sent to the Government and to the Secretary 
of State on the subject?—I know they protested against the Imperial Bank 
being permitted to take up exchange business. 

9607. .\re you aware that the Indian joint stock banks have been 
complaining of unfair* competition and while something was done to protect 
the interests of the exchange banks against the Imperial Bank, nothing 
was done to protect the interests of the Indian joint stock banks?—That 
is so. 

9608. Chairman: Do not the restrictions on the Imperial Bank’s powers 
in regard to internal business afford protection to the Indian joint stock 
banks?—No, Sir. I have already said that the Imperial Bank, from the 
way in which it has been doing business in the mofussil, has affected 
the Indian joint stock banks considerably. 

9609. You say that most of the branches of the Imperial Bank have 
played havoc with the Indian joint stock banks. Can you give one or 
two specific instances?—Not being connected with any Indian joint stock 
bank myself, I cannot give you any specific instance. But my impression is 
that the free facilities given to the Imperial Bank in opening branches all 
over the country have considerably affected them. 

9610. In what respects?—In the matter of deposits. 

9611. You are aware that the Imperial Bank's rate for deposits is 
lower than the rate offered by joint stock banks at the same station?— 
■Very small difference, and that is compensated for by other considerations 
regarding the status, prestige, etc. 

9612. If the opening of a branch of the Imperial Bank at a particular 
centre where there was already existing a branch of an Indian joint stock 
bank has brought down the rates of interest on advances, has not that 
been a gain to the community?—That all depends on who gets the advan¬ 
tage of the lower rate. 

9613. Apparently every customer of the Imperial Bank gets it. Are 
you aware of a place called Chandausi in the United Provinces? Well, if 
you were told that when the Imperial Bank opened a branch at Chandausi, 
the immediate result was that the rates of interest came down and that 
thereafter when the Imperial Bank closed that branch for some reason the 
rates of interest went up and that thereafter the local Indian merchants sent 
representations to the Imperial Bank asking them to reopen the branch, 
would that in any waj remove from your mind the suspicion that the 
Imperial Bank at these mofussil centres does not adequately help the 
Indian trade?—The case that you quote may be a solitary instance. 

3 0 2 



9614. I may be able to quote many; let, me. give you-aaother instance 
in your own province, namely that of Hapur.?—I. may say again that these 
must be solitary cases. 

9615. I have given you one instance. As it is, we had plenty of' 
evidence. The one I. have given you occurred in your own province in 
wMch the Imperial Bank, having opened a braneh, actually closed it.— 
It might be a very solitary case. 

9616. At any rate there is a case.—If it has actually occurred, it must 
be a very solitary case. 

9617. Hapur is a big centre for Indian merchants.—Was there a joint 
stock bank at Chandausi? 

There was, also at Hapur. 1 shall leave the question at that. 

9618. Mr. Ramdas Pantulu : If a powerful bank such as the Imi)erial 
Bank with large Government balances at its disposal opens a branch eomn- 
where there is no doubt that it would be able to bring down the rate of in¬ 
terest. To that extent it would be an advantage to the commimity. Bat as 
sgainst that, there is the idea that Indian joint stock banks cannot flourish 
in competition with Imperial Bank in this country and establish a network 
of banks in order to improve banking facilities in this country. This ad¬ 
vantage to the community at the particular place where the Im¬ 
perial Bank of-ens a branch is set off against the disadvantage of 
killing joint stock banks and making it impossible for them to expand 
their business; which would you prefer?—If the Imperial Bank which, as 
it is, is the most powerful bank in the country opens a branch in the 
mofvssil possibly it would bring down the rate of interest in competition 
with other banks. That might be a gain to the community to a certain 
extent. But if the result of that also is that Indian joint stock banks who 
are already pioneers suffer, then you have to strike a balance between 
the advantages and disadvantages. If a joint stock bank fails or cannot 
earry on business in competition with the Imperial Bank, it would have a 
disastrous effect. That is what I meant by saying that the Imperial Bank 
has considerably affected the fortunes of Indian joint stock banks in the 
mofuasil. 

9619. Chairman: That is only your impression, because you could not. 
give us any single instance where an Indian joint stock bank had tc. close 
its doors at any particular centre after the Imperial Bank started its branch 
there. As I have already told you, the class of work which the Imperial 
Bank can transact is limited.—Yes. 

9620. Mr. Ramdas Pantulu ; The Imperial Bank, when it opens a 
branch in the mofussil, advances to traders against produce and also 
gives clean loans on joint promissory notes; this is also the business 
done by Indian joint stock banks when they open branches there. I do 
not know if you have read the memoranda submitted to the Select Com¬ 
mittee of the Reserve Bank Bill in which complaints were made that 
fJrst class business always went to the Imperial Bank branch and only 
second, third and fourth class businesses went to the branches of the 
joint stock banks. Whether this is true or not I cannot say, but the 
business done is mostly the same?—^That is what I have heard. 

9621. Have you heard that wherever there was a branch of the Imperial. 
Bank first class business goes to them?—Yes. 

9622. It is only the inferior business which the joint stock banks g^ 
and so their prestige is affected?—Yes. 
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9628. 'Ohaimian: 'You itdte that Government auiiit of the accounte of 
indigenous bankers may rehabilitate them. Do you think such audit will 
fbe acceptable to these bankers?—As I have said, with regard to fuieign 
'banks, we must 'insist on a certain amount of control over indigenous 
bankers as well. 

9624. Your view is that if they do not submit themselves to this 
codtrol they should be debarred from taking deposits?—Yes, we'must insist 
upon some control 

9625. Dr. Hyder: Would you debar them from taking deposits?—We 
must force them to work under our control. 

9626. Are you aware of the state of public opinion in the l^upjab ®ud 
elsewhere?—Yes, though the Money-lenders Registration Act was criticised 
very strongly, there are strong arguments in its favour. 

9627. Chairman : You suggest several reforms in the Imperial 'Bank. 
At 'the same time you state that the first basic reform for developing the 
banking system in India is the establishment of a Central Reserve Bank. 
Am I correct in understanding that your proposals in regard to the Imperial 
Batik are intended to be operative so long as it occupies its present posi¬ 
tion?—Yes. 

9628. Mr. Manu Suhedar: You know that deposits constitute what is 
known as the working capital of banks as contrasted with share capital?— 
Yes. 

9629. The amount of money to be ;paid on deposits is the rate at 
which deposits atre taken and nothing more. It has no reference bo the 
profits made and the profits made on working capital go to the share 
capital?—Yes. 

9630. From that point of view, would you give » chance to ludiaa 
concerns, having their own. share capital, to earn profits on their working 
capital?—I have explained my position in regard to this question already 
in detail. 

9631. Would you allow Indian money to be lent out abroad and want 
India, which is a poor country, to lend her money to foreign concerns, 
instead of satisfying her own wants ?—I have already said that our home 
needs must first be satisfied. 

9632. I was not clear about your answer on this point. Apart from 
the control which you would exercise over foreign institutions, from the 
point of view of encouraging Indian industries, would you allow Indian 
companies registered in India to have preiference over foreign ones?—Yes, 
I would. 

9638. Would you leave foreign concerns free to take deposits?—I Wbuld 
insist upon foreign banks, before they take deposits, to submit to our 
control and if they do not submit to our control, I would not let them 
take deposits. 

9634. Should not the control be adequate?—^It is difficult to surest 
what the detail form of control should be. That would be decided later 
on ty Government and it would be for the Committee also to suggest. 

9685. It should be an adequate control from the point of vib# of 
depoaiiors and the Indinn interests concerned ?-—Yes, it should be adofjuate 
Indian control. 
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9636. Dr. Hyder: With regard to the list of text books prescribed for 
the M. A. examination of the Calcutta University in Economics, I take 
it that the heading you have given, namely “The History, Theory and 
Present System of Banking and Currency” refers to India?—Not merely 
to India, but it refers to the banking system of other countries also. 

9637. Is there anything in that list which you give from which Indian 
students can know anything about the Indian banking system and its 
operation at the present day?—Yes, there are the books by Shirras on 
‘Indian Finance and Banking’ and by Kau on ‘Present Day Banking in 
India’. 

9638. Too much is written about foreign countries in these books?—The 
number of books on Indian banking and ourrenoy is very limited and the 
Universities are working with a certain amount of difficulty, but gradually 
we would get more books. 

9639. Would it not be a profitable thing for a professor to write some 
good book on Indian banking?—My answer to that would be that the 
Indian Banking Enquiry Committee’s report would be the best material 
out of which the book would come. I am perfectly certain that the Com¬ 
mittee are gathering materials which we as outsiders would never be able 
to know and the publication of the Committee’s report would be the best 
opportunity for getting out such a book. 

9640. If you look at the list of books prescribed for Paper IV, Currency 
and Banking, in the University of Lucknow, given in your memorandum, 
you will find that there is no book which would give proper instruction in 
theoretical knowledge to Indian students?—The theoretical knowledge 
about banking will be obtained from Scott’s “Money and Banking”. 

9641. Theory as it is at the present day applied in India?—This Usfi 
was drawn up by the University of Lucknow about ten years ago and it 
has not since been revised for the simple reason that we do not get any 
student in this particular paper. 

9642. Would you agree with me that there is a paucity of books es¬ 
pecially bearing on India and it is very necessary to give proper training 
to Indian students on Indian banking?—^Yes. 

9643. Has your B. Com. degree both a pass as well as an honours coiurse? 
—We have no honours in B. Com. 

9644. Is it a two-years’ course?—^Yes. 

9645. In the appendix to your memorandum under ‘Courses of Study’, 
how is it that banking law does not find any reference?—We have an¬ 
other paper on mercantile and commercial law, and banking law comes 
under that. Possibly, some of my appendices have not been printed. 

9646. I take it you are sending out students to co-operative banks?— 
Yes. Co-operation comes in to a very limited extent in this course, but 
there is a special paper on Co-operation carrying full 100 marks. I am 
sorry I have not given you the full B. Com. syllabus. 

9647. Some of my colleagues on the Committee would be glad to hesur 
that the University of Lucknow is giving proper attention to this import¬ 
ant subject of co-operation. What is it you include in co-operation? Is 
it just a general statement?—W© teach first of all the whole structure of 
the co-operative movement, the primary societies, central societies and in 
provinces where there are district banks like the United Provinces, the 
structure about them also. Where there is no provincial bank, we teach 
the organisation of the movement. 
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964Q. Do you include some study of the Indian Co-operative Socielies 
Act as well as of the bye-laws and regulations?—We teach them the Co¬ 
operative Manual of the United Provinces, which gives the Act as well 
as the bye-laws and the regulations. 

9649. Sir Hugh Cocke : Do yon think that an industrial bank should 
finance an industry from the start, or do you consider that private traders 
should in the first instance start an industry and merely go to an indus¬ 
trial bank for additional help?—I should think that it would be a very rare 
case where an industry, before it practically starts business, immediately 
runs to an industrial bank for assistance. Private people must have made 
some advance in the beginning. 

9650. You visualise that it would really be to assist industries which 
are already started and which want full development?—Yes, after all the 
primary responsibility must be on other people and not on the industrial 
bank which can only render some assistance. 

9651. You said that it would be practically impossible for foreign banks 
to register themselves with Indian capital. If, for example, a French 
bank were floated in India with rupee capital the major portion of which 
would be held by Indians, that bank would become a separate entity 
from the present bank in France ?—Yes, that is why I said there would be 
difficulty with regard to existing banks. New banks might be started 
with rupee capital. 

9652. And being a separate entity, it would be a question of terms 
under which the French Bank at Paris would sell their Indian connection 
to the French bank in India?—Possibly. 

9653. .Obviously the French bank at Paris is not going to sell its Indian 
connection for nothing?—Possibly not. 

9654. If this were done and if the Indian banks were to become separate 
entities, the exchange relations between the Indian bank and the Paris 
Bank would be different from what they are to-dayi?—Certainly. 

9655. In your memorandum you go into the question of hoards anid 
say that “unfortunately, what has been done so far is so poor and so 
little as compared with what remains to be done. Government ought to 
appoint a small committee to yo into the whole question, etc.’’ Do you 
think that this Committee is competent to deal with the subject and have 
you any suggestions to make ?—This problem of hoards is a big problem 
by itself and it ought to be scientifically investigated. 

9656. The Provincial Banking Enquiry Committees have gone into this 
question. Have you seen their reports?—To a certain extent, they have. 

9657. Do you think that a small committee can do what the provin¬ 
cial committees have failed to do?—When I vTote the memorandum, 1 
had not seen the provincial reports. 

9658. Do you consider their reports satisfactory?—I have only seen the 
United Provinces report. 

9659. Mr. Ramdas Pantnlu: If the question falls directly within the 
purview of this Committee, why should another committee be set up on it? 
—If you are prepared to take up the subject, I do not object. But I 
thought it was a big problem and it needed special investigation. 

9660. Chairman: The provincial committees have already investigated 
into the matter and the general consensus, of opinion is that there are 



priaqtioallj flo^bwnJe.—Wqt» i8,4'2«r«at, ,wid J ,ro»ibtam it. I may tell 
ypu ttat wben J THrote the,mworaodi«n J .did »Qt get .aoy .of dheir ^reporta 
and I did PQt kno;w w;hether they would .go into ithe question deeply or 
not. 

9661. Dr. ;^,yder: What do you mean by hoards, gold qr coin?—There 
Hre rnapy ,diff®rwt rforms, bullion, gold, silver, 

9662. A question was raised whether it would .be possible for an eco- 
pqmist or a statistician to estimate the amount of .gold lin a particular 
Jocality or in a particular .proivince. Would you like to give your atten¬ 
tion to this matter and state how an estimate could be made of the quan¬ 
tity of gold in a given province ?—I have not thought about .the exact way 
in which this enquiry might be carried on, but I am perfectly certain that 
an enquiry undertaken by any private individual would not succeed W 
obtaining any material. 

9663. ScieptidcaUy it is a problem of .method?—I have not thought 
about this problem deeply myself; that is why I suggested that it needs 
investigation. 

•9664. Mr. Manu Subedar : Would people give information as to how 
much they have ?—I know it is difficult; even educated people do not wapt 
to say how much balance they have in the banks. 

9665. Dr. Hyder: Cau you give us any idea of the estimate of gcdd?— 
Several estimates have been made in the past; Mr. Maoleod has made .one, 
'Lord Curzon Has made one. 

9666. Could we estimate the amount of gold, for example, in the City 
of Lucknow?—A Government committee can to a certain extent suc¬ 
ceed, but not a private enquiry, because no man would give information. 

.Chairman: The Provincial (Banking Committees were Governmmjt oom- 
mittees and they have generally expressed the opinion that there are prac¬ 
tically no hoards. You say a private enquiry would not bring out any 
valuable information. There was an official committee on which, ao far as 
i know, there was another distinguished Professor of Economics from your 
province, and I believe they also came to the conclusion that there are not 
hiudi hoards in India?—I disagree entirely with that view. 

9667. Sir Hug/i Cocke : Eegarding methods of attracting investments, 
you have given an interesting suggestion in connection with the postal 
;(VWh certificates. You say “vigorous propaganda is necessary to stimulate 
their sales iby .leetvires, posters and advertisements in the vernacular, in 
bazars, markets, fairs, railways, post offices, hospitals, thanas, schools, 
colleges, clubs and societies, etc.’’ Do you think that a permanent train 
going roimd India with suitable slides to show the methods and benefits qf 
investment would bring out people’s hoards?—No, I do not think so. When 
_fihe (train comes to a particular locally, it would be taken up as a tamasha 
for a few days. As soon ns the train leaves, people will forget all about 
it 

,9668. Tibe train might come iback a year later ?—How many trains can 
you provide? 

9669. I was rmly wondering whether propaganda might be made in this 
?—Hyby not ? Eurther, I would like to refer, to the defect that the .cash 
Cfiit^bafes .h^r no ^oto of His Majesty the King. 





>98170. ®f 'we -got iSoveimneirt *to print the photograph .of Sis Majesty, 
do you think it would stimulate the sale of cash certificate^?—I wm t^lF 
you my .own experience. Some nf my servants have mckde small-aavinga 
and they always bring those .savings -to me for keeping -them. I itriad dio- 
show them the advantages of .putting their money jn the cash owbiftcates. 
At first they would not hear of it, but after a good deal of coaxing, I iin- 
duced one of them to buy a cash certificate. But when it came, the 
-man turned round it several -times and asked where the ■Government of 
India came .in and -why the King’s -face was not on it. All my servants 
addvute the -same argument and say that even a half anna postage stamp 
bears-the face or figure of the King. These illiterate .people are very-difl&cult 
to be convinced. The photograph of the King himself would make .a Jnueh 
greater appeal and inspire much gpeater .confidence than the promise rnade 
in the cash certificate. 

9671. Chairman : In the old currency notes there was no ^use of the 
King and that did not prevent them from being popular,; .even -the .one 
rupee notes had a very large currency;?—But these poor people genecaily 
see currency notes .changed every day and passed from hand .to hand every 
minute of their lives. Cash certificates are not so frequently seen. I .am- 
putting to you the view which most people take about these cash certi¬ 
ficates. 

9672. Chairman: And what about Government promissory, notes. I 
have seen poor people huymg Government of India promissory netee of 
ev^ Es. 100, hut there is no imprint of the King there*?—^^Caah certificates 
should have a certain amount of dignity attached to them. 

96751. Or. Hyder: Where did your servant keep his cash certificate ?— 
was prepared to ke^p his cash certificate with me. I asked him to pur¬ 
chase the cash certificates which gave him some interest instead of keep¬ 
ing his money idle with me. 

9674. Do you know whether these is any provision for the post office to 
keep auch certificates for safe custody?—FManerly the Aceoimtant .Oe»- 
iwal used .to keep them for safe custod-y but now that facility has been Wiith- 
deawn. 

9675. Mr. Ramdas Pantulu: People deposit their money -with the post 
office savings banks and they do not have the portrait of the King print¬ 
ed in the pass books issued to them ?—That is so. 

9676. Sir Hugh Cocke: On the question of the minimum capital for a 
bank, you are unable to support the principle that there should be a 
minimum limit placed. You ask why the State should intervene -bo lay 
down such a minimum capital standard in the ease of -one indusrti^ alesM, 
«-M., banking, while leaving all other industries free. We have warinw 
factors placed before us and of course your point is -one -of them. Do- 
pou .think it advisable that mushroom banks should be .allowed to emg) up 
as they did in the year 1912 and later when there were naany hanks 
iftilures in this country?—Provided a bank aubmits itself to proper con¬ 
trol there will not be a growth of mushroom banks. 

■0677. ^Wposhag a btmk atorts bnsiness with a cspilal of Es. d.0.,000,- 
will it be is a donhtful peepositinp. 
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Dr. Hyder : I know there was a bank with only Ea. 5,000 paid-up 
capital in the Punjab? 

9678. Mr. Buckley :■ If I tell you of a Bank which began work with a 
capital of only Rs. 526-13-S after paying for the preliminary expenses, 
what would you say to that?—These are very strange facts which I never 
thought of. 

9679. Sir Hugh Cocke: Would you not be prepared to amend your 
view? Would you not like to place a small limit anyhow?—Yes, I am 
in favour of placing a limit—under the circumstances that you mention. 

9680. Mr. Mukhiar Singh : You say the charge is often made that 
Exchange Banks manipulate the rates to the detriment of merchants and 
you do not agree with that view?—^The allegation is that they charge 
a high rate of exchange, but I do not believe in it. 

9681. You say that there should be a committee for investigating 
about the hoardings of the people but now as the Chairman has told you 
that all the provincial committees who went into the matter have reported 
that there is not much of hoarding, would you modify your opinion?— 
Not until I see on what basis the provincial committees have come to 
“that conclusion. I believe there are hoards. I would require a consider¬ 
able amount of reasoning and persuasion to make me believe that there are 
no hoards. 

9682. Chairman: Each of these provincial committees had on it an Indain 
economist of some repute and there were several Indians on these committees 
and they made intensive surveys by sending people into particular centres 
-into the villages in the interior and as a result of such intensive surveys 

they have come to that conclusion. Practically all the committees did it? 
—Well, I am surprised. My point was, I thought the Banking Com¬ 
mittee’s hands are full. 

9683. It is one of the items on which we have to enquire into, but as 
we ourselves could not go into every province and thereafter examine these 
various items ourselves, the provincial committees were appointed as a 
part of the scheme of enquiry; and these committees were mostly com¬ 
posed of Indians. Now then they made certain investigations on the 
spot. Having made that enquiry they came to the conclusion, that there 
are no hoards. 

Sir Hugh Cocke: That is only with reference to silver rupees and not 
ornaments. 

Chairman : It is quite a different matter. 

Witness: When I sent this memorandum, I had not got the reports of 
‘the provincial committees before me. My honest belief is that there are 
'hoards and as I realise that the difficulties of finding out the hoards is much 
• too big I suggested that this question needs investigation. 

9684. Sir Hugh Cocke: By hoards you mean gold and silver coins and 
'huUion ?—Yes. 

9685. Mr. Mukhiar Singh: Then do you consider that there is hoard¬ 
ing in the shape of coin and bullion?—Yes. 

9686. Can you give us any grounds for that impression?—^Vast amounts 
^ precious metals are being freely imported into the country. 
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P687. Chairman: How much of these have been converted into orna¬ 
ments?—Some of the committees have tried to go into that question? — 
did not know. 

9688. Mr. Ramdaa Pantulu : You have given us a scheme for an in¬ 
dustrial bank. You have suggested an all-India bank with branches at 
different centres. Have you considered the advantages of an alternative 
suggestion of an industrial bank for each province?—^Mine is only a rough 
scheme. My idea was that an all-India bank must be a stronger institu¬ 
tion operating through provincial branches. 

9689. You know that there are State Aid to Industries Acts in some 
of the provinces and that industries are being financed?—^Yes. 

9690. Even under the present constitution and as it might be amended 
in the future it may not be possible to transfer funds from one province 
to another; so industries must essentially be a provincial subject?—I 
would not mind having, provincial banks. 

9691. If the advantages of provincial banks are shown to you you would 
have no objection to their being started. Is that not so?—^Yes. 

9692. You ask for a guarantee of interest. 5 per cent, on what?—On 
the share capital. 

9693. You are not in favour of guarantee of interest on debentures?— 
My idea was when the railways were first started in India Government 
guaranteed interest on capital. 

9694. Your idea is that the guarantee should in any case be withdrawn 
after a period of 15 years?—That is my point. It will encourage indus¬ 
tries to stabilise themselves during that period. 

9695. Do rural economics form a subject of study in your university?— 
Yes, there is a special paper in rural economics in our M.A. Economics 
examination. 

9696. You say that the theoretical training given in the imiversities is 
neither recognised by the banks nor supplemented by practical experience 
in them?—There is a great lack of co-ordination between the two and this 
leads to waste of effort, 

9697. Do you suggest any means by which you could link universities 
with banks?—Unless banks agree, it will be difficult. Our Dean has tried 
his level best to put his men into banks as unpaid apprentices, but he 
finds it very difficult to do so. 

9698. Sb your scheme is to take your B. Com. graduates for a short 
course of practical training in these banks?—Yes. So long as our B. Com. 
students do not find such opportunities there is a certain amount of wastage 
of effort. At present our B. Com. students have got to go to the co¬ 
operative banks on a poor pay of Bs. 40 or so. 

9699. You speak of the use of the word bank. Do you not think that 
when the Eeserve Bank comes into existence or a Central Banking agency 
is set up in this country and provisions are made for recognising certain 
banks with which it would have dealings, some kind of standard should be 
observed ? Do you think that a Eeserve Bank can deal with every bank in 
this country with a capitsd of even Ks. 10,000 or so? As a member of the 



.Select iCbnazmUee'Aii'ihe Raeerve iBank BQII knowlthat '^^sd ^Knt ;diffi' 
nulfy iia l&yuK ^awn ike .restnetion and ultimately %a. 3 il^is ’tine 
limit fixed by the Select Committee. Therefore, your scheme -seems to he 
directly in conflict with that?—I would not expect very many cases of 
'baiibs opening up with small capital. If a small bank is started then it 
can work outwde the control Of the Beserve Bank. 
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B»PMt o! 4iietMieB*>«(Uk> St 'OiriMm 8MHtv 

ThiBlst! March 1931. 

(Girenlivted by Mt. V. Ramadta PMitnki): 

TM po8iti<m abaut the CoahCrediUoilowed bij. tha Imperial Bank to Frommial* 

and Central, Ca-operaiive Banka. 

1. Cash credits are given partly against Government'securities and partly 
against Demand Promissory notes of unlimited liability credit societies and 
<^atral:Banks (which may be called.Co-operative Paper). 

2. The Demand Promissory Notes of credit societies are legally negotiaJtfli 
instruments. They are also registered under the Indian Registration Act- as a 
matter of practice in Madras and perhaps elsewhere too. 

3. The cash credits are allowed to be utilised for two purposes, (o) for fluid 
resources, (6) for utilisation for term loans rejjliyable within a year. 

4. There are limits fixed in respect of each co-operative bank to the cash 
credit allowed against Government paper as well as that allowed against-Co- 
operatve paper. The interest is either flat rate or bank rate according to the 
-agreement. 

6. The conditions on which the cash credit is allowed in Madras are strin¬ 
gent. I believe they are more or less the same elsewhere. I shall quote three 
of the conditions from the Madras agreement with Imperial Bank. 

(i) As a general rule, the cash credit will not be allowed to an omoumt 
exceeding Ihe owned capital of the central bank coiKseined; (It 
is much less in practice under the existing arrangements). 

( i) The actual value of the coUaternl securities furnished should be in 
excess of the cash credit sanctioned by at least 33 1/3 per cent. 

(tit) Each central bank should forward to the Imperial Bank every quarter 
a list of promissory notes lodged as collateral securities sbow'ingthe 
amount outstanding on each promissory note together with a certi¬ 
ficate to the effect that the promissory notes lodged as collateral 
securities are in order. The list and the certificate are verified, 
every half-year by the Deputy Registrar concerned, and the certi¬ 
ficate of each verification is forwarded to the Imperial Bank 
throuah the Registrar. 

6. So far there has been no instance in which the Ituperial Bank lost a single 
pie over this transaction nor was there a single instance of delay in repayment 
of the Imperial Bank’s due by any co-operative bank in Madras. My informa¬ 
tion is that the position is the same elsewhere. 

7. The Maolagan Committee in recognising, these undrawn cash credits 
with the Presidency Banks were influenced by weighty considei^ions, ob» 
of them being, to use their own words that mafgins available for inoome aret 
too low to permit large portions of the capital of-co-operative banks, bemgim- 
vestedon uiuemunerative terms, and that, instead of these margine expaiSdnii^ 
there would be a tendmrey for them, to contract with the development of the 
movement. 

8. In Madras after a greet dead of enquiry the-Local dovBmment' in thteir' 
G. O. No. 1427, dated 3rd August 1920 laid dowir that flhid Testnrree sUonM 
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denote the cash balanoe on hand with the co-operative banks plus undrawn 
cash credit with the Bank of Madras plus 80 per cent, of the market value (as 
noted in the daily papers) of Government promissory notes. The G. 0. set 
out the correspondence that passed between the Local Government on the 
one hand and Sir Bernard Hunter and Sir Norman Murray on the other. The 
Government included the undrawn cash credit balance with the Madras Bank 
among the items of fluid resources, after satisfying themselves from the r. plies 
of the two gentlemen that implicit confidence might be placed in the Bank of 
Madras not to withdraw cash credit in such a way as to endanger the co-opera¬ 
tive banks. The G. 0. maj be asked for by the Committee, 

9. Central and Provincial banks are expected to further reduce their lend¬ 
ing rates so as to make money available to ultimate borrowers at cheaper rates. 
If the existing cash credit facilities on co-operative paper are curtailed and the 
margins are thereby reduced the existing rates to borrowers instead of being 
reduced may have to be enhanced. 

10. Since 1926-27 the Imi)erial Bank has been seeking to curtail this facility. 
In Madras the matter was definitely brought up before the Townsend Com¬ 
mittee on which Mr. Stocker of the Imperial Bank was a member. The 
majority recommended that the existing facility should not be curtailed but 
strengthened by making the moral certainty of its continuance a legal 
certainty. The minority led by Mr. Stocker however, recommended that 
the accomniodation should be curtailed. They said “ we suggest that for 
the present 25 per cent, of the fluid resources should be allowed in the shape 
of undrawn cash credit with the Imperial Bank; the balance should be 
held in cash and Government securities.” But the Imperial Bank did not 
accept even the minority recommendation and notified that the entire accoia- 
modation would be withdrawn in five years (1/5 each year) commencing 
from 1st January 1930 ; and 2/5th has been withdrawn already. 

11. The main reason given for this action is that it would be unsafe for 
co-operative banks to rely on Imperial Bank in times of financial stress and 
that it would be safer for them to build up their ow n fluid resources. Neither 
the minority of the Townsend Committee,, nor the Registrar in his communi¬ 
cation announcing the decision of the Imperial Bank alluded to any appre¬ 
hension that the Imperial Bank might lose its money. In fact the D. P. 
notes of the best societies are selected for negotiation to the Imperial Bank for 
this purpose and the Madras Provincial Banking Enquiry Committee report 
that the quality of this claas of paper is improving instead of deteriorating. 
So the deterioration in the working of some societies and overdues have no 
coimection with this action of the Imperial Bank. 

12. The foreign Experts have expressed the view that the request of the 
Co operative ba^s in the matter is reasonable and recommended that the 
Imperial Bank might continue the facilities. The position in other countries 
is not investigated. But the European members of the Townsend Committee 
including Mr. Stocker made the following observation,” We under .stand that 
in some cases (co-operative) banks are linked directly with Joint Stock Banks 
by election of directors common to both or in some other way, and that in others^ 
there is a form of Government guarantee.” The Imperial banlc being the banker 
of the State the co-operators are seeking the assistance from the State through 
its bankers. The Co-operative Banks leave the conditions to the Imperial 
Bank and only such paper as will satisfy the standards laid down by thet 
Imperi al Bank will be offered. 
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Proceedings of Discussion unth Si^ Osborne Smith, Saturday the 21st Marche 

1931. 

Sir Purshotamdas Thahurdas. I suppose you would like to tell Sir- 
Osborne Smith, on your behalf and mine, how sorry we were that he could' 
hot join the Committee when we had the benefit of the opinions of our experts 
from overseas. But he has given the reason for this very fully in a telegraim 
which he sent to the Chairman. However, better late than never, and we are, 

I am sure, very pleased to have Sir Osborne Smith here even though it be for 
a few hours. As the Chairman told you, he ha« got some other engagement, 
and he expects, if possible, to be here till 4 r.M. 

I think we should first begin with the quest! ns on Rural Finance which 
we left over for further information from Sir Osborne Smith. I wonder,- 
Doctor Hyder, if you would care to begin. 

Dr. Hyder : Being a neutral man I was asked by the Chairman to ascertain 
from Sir Osborne Smith the reasons which led the Imperial Bank to change 
its policy and withdra .v the facilities for cash credits which they had given to 
the co-operative movement. Having performed this duty I will now listen, 
with attention to whatever Sir Osborne Smith may have to say. 

Sir O.iborne Smith ; I have nothing to add to Mr. MacDonald’s evidence 
beyond asking whether you have pursued the recent reports of the Registrars- 
of Co-operative Societies and the latest Balance Sheets of these Societies 1 If 
you have the increasing overdues will be forced to your notice. Such over- 
dues conflict with my policy of seeing that seasonal produce and cultivation 
advances are seaso;ially cleared. 

The leasonable policy of the Imperial Pank to Co-operative Banks has been 
clearly set out by Mr. Lamond on the 19th August last and I will only add 
that T consider it generous treatment to spread the period of convertibility 
from Pro-Notes to Government securities to 5 years. 

Sir Purshotamdas Thakurdas : He put forward the .same thing as a sort of, 
reason in a number of questioms he put to Mr. Pochkhanawala on the 19th 
August at Poona. 

Dr. yder : I started by saying that I was commissioned as a neutral 
to put questions to Sir Osborne Smith on behalf of the co-operators. Havmg. 
done that I would leave the matter to my colleagues to pursue the matter^ 
and I would listen with an impartial attention. 

Mr. Bamdas Pantiilu ; Sir Osborne Smith has referred to balance sheets 
and overdues. I will only bring to his notice that neither the Registrsu: 
nor the Imnerial Bank in their communications to us have in the least referred 
to the fact that the overdues are excessive. I have got the original documents 
with me. Will you kindly see paragraph 11 of y note. Again I will 
ask you to look at paragraph 5. Please see paragraphs 6 and 8, also 10 
and 12 of “ the position about the Cash Credit allowed by the Imperial Bank 
to Provincial and Co-operative Banks.” The question about the same societies 
being there does not arise, because nobody will argue that every society is bwi. 
I agree that some societies are bad, but the notes of A class societies are offered 
to the Imperial Bank. In every province the Registrars classify the societies- 
under five heads; A, B, C, D and E. A are excellent societies functioning 
very properly, B are societies in which the overdues are very small. 
C are societies in which the overdues are something like 26 per cent.- 
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D are indifferent societies and so on. After all the whole amiannt in India is 
73 lakhs and there has not been a single case of default, delay or loss so far. 
Therefore this is merely, if I may say so, an attempt to cripple the co-operative 
movement. If the Imperial Bank does not want to help us, they can frankly 
-aay so. 

Sir Oibome Smith : You adlnit' that' some of the societies are very bad. 
We have'no intimatfer knowiid^ of the position of these societies and the 
Imperial'B&nk have no control over them. With regard to your statement 
■that!' in no case have'loans' been extended, I's^ that' in very many instances 
Joans'have been extended! The policy of the Imperial Bank has been clearly 
eet‘out by Mr. Lamond! Ih-the interest-of stability I think all banks should’ 
■carry adequate liquid resources. I will favourably review applications from 
A and B Societies for moderating the terms. I may accept 70 per cent. Govern¬ 
ment Loan and 30 per cent, pro-notes, morel- will not say at present except 
to emphasize that all Pro-Notes lodged as security must be approved. 

Mr. Ramdaa Pantulu : I agree that it is better for co-operative societies to 
build up their own resources, but pleasesee paragraphs 7 and 9. The position 
is based upon the service which the movement is giving to the agriculturist. 
It is a concession and the question is whether the concession should be continued 
or not. There is no question of any claim of right. With regard to your 
observation that some societies are bad— 

Sir Osborne Smith : That was not my observation, it was your own. 

Mr. Ramdaa Pantulu : Paragraph 6 shows that you only take paper of a 
particular description certified by the Registrar to be in order and these pro- 
notes are not accepted unless they belong to A class societies. If there are 700 
joint stock banks and 600 of them are b^, is there any reason why you should 
eurtail facilities for the 200 of them which are good ? 

Sir Osborne Smith : It is a very difficult question to differentiate, and it 
does not get away from my contention that banks should not expect to be 
mothered for ever and they should have their own liquid resources. 

Sir Purshotamdas Thakurdaa: I do not think that co-operative societies 
want to be nursed for ever. What they feel is that at present their position is 
■such that they cannot get on without help ; whether they want it for the next 
ten or twenty years is a matter of detail which can be settled in the light of 
experience in the future, but their objection at the present moment is to the 
withdrawal of the accommodation already given within five years of which 
notice has been given. 

Mr. Ramdaa Pantulu : We are only asking for the facilities till the Reserve 
Bank is established. In fact the Maclagan Committee and the Townsend 
-Committee have bot h said that when the Reserve Bank is established, we ought 
■to be able to take advantage of it by satisfying the conditions that may be 
imposed by it. 

Sir Osborne Smith : The Imperial Bank are unduly generous in giving five 
years. Why should the Imperial Bank supply liquid resources to any bank ? 

Mr. Ramdaa Pantulu : You are under an obligation to do it, because most 
of your free baltmces consist of revenue paid by argiculturists and I think-the 
State has an obligationto render service to the agriculturist and you as State 
bankers have the obligation to do it. 

Sir Oaberne‘Sfmth : Weare not State bankers, we are bankers f6r' the State. 

Mr; Ramdaa'Pdretul'it: If you say that you have no obligatioH'tb render any 
assistanoeto theagrioulturistBj but only to keep the free balances plaeed by 
thamrwitb yoUf tb»'I-hav» nothing to say. 
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Sir Osborne Smith : We are rende ing you as istance, and I think five years 
is quite a reasonahle time. 

Mr. Ramdas Pantulu : We rr.nst then agree to differ. 

Mr. Devodhar : In the course of the examination of witnesses at Poona. 
I asked sev'eral representatives of commercial ta^ks, especially Ei rojean 
representatives whether I could take it that their altitude towards tfe co¬ 
operative movement was generally sympathetic. I take it that your attitude 
would be more or less sympathetic also. 

Sir Osborne Smith : Absol tely sympathetic. 

Mr. Devadkar : .As Mr. Pcamdas Pantulu has pointed out some of our 
societies are bad, but I think that kind of description would apply to every 
human iiistitution. If a few banks are bad, does that mean that others which 
are good should not get a y facilities from you ? 

Sir Osborne Smith : We have had rather painful experience uf this t 3 rpe 
of advances ; it is a question of adequate protection and security. I should 
quite frankly say that we have lost money in n'any instances. Produce in 
some aaes is stored against the doors so that we could not properly enter and 
ins;:ect. We have no facility for inspection ourseRes and have to rely on 
Others. 

Mr. Devadhar : Would you not trust an organisation bke the provincial 
bank ? 

Sir Osborne f:mith : 1 would not trust anybody as a matter of general policy- 

Mr. Ramdas Pantulu : The questi n of produce loans is altogether different 
from cash credit. 

Sir Osborne Smith : The pronotes practically cover produce or cultivation 
loans. 

Mr. Ramdas Pantulu : No, these are used only for two purposes under your 
a.,reement, namely, to advance short terni loans, and for fluid resources. Cash 
credit is never used for produce loans. The Unlimited liability of all the mem¬ 
bers is sometimes worth several lakhs. 

Sir Osborne Smith : Only until one comes to ccllect it. 

Mr. Ramdas Pantulu : I do not think the information you have is really 
baaed on experience. 

Sir Osborne Smith : It is really based on experience. I can tell you one 
thing, we will examine each case on its merits. 

Mr, Ramdas Pantulu : So far as Madras is concerned, you have much more 
Government paper in your coffers than we want and if you withdraw the 
facilities, we would not suffer ; it is more a question of the margin and the 
ultimate loss which the co-operative movement will suffer by the withdratVal 
of facilities. 

Sir Osborne Smith : What is the objection then ? 

Mr. Ramdas Pantulu : The ultimate lending rate cannot be maintaiaed at 
nine per cent. If you withdraw the facility. I do not think we can lend at 
9 per cent., but we will have to put up the rate at least by one per cent. If 
the agriculturist is prepared to pay more and if your policy is to see that the 
agriculturist pays more interest on his loan, we certainly have no objection, 
because I do not think that the movement will be otherwise hit. I can to-day 
replace ail your paper. If it is done, it will immediately reduce the profit by a 
large amount, necessitating our putting up the lending fate to the central 
banks. We are borrowing at 7 and lending at 6 and we hAvn tO piit up that 
VoL. Ill 8 w 
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rate. Central banks will put up the rate to its members. We are only con¬ 
cerned with one particular aspect of it, we are not anxious to see that the 
Imperial Bank is tied down to any obbgation. If aU of us make up pur mind 
to-morrow that the rates in Madras may be put up to 10 or 12 per cent, to 
the agriculturist, the whole thing will work quite smoothly. We do not make 
profits in the way banks make profits. Without putting up the rate of interest 
to the agriculturist, dividends may be cut down to 6 per cent, instead of 9 pel 
cent. We will try every method of maintaining the present rate of interest 
to the borrowers, but if we do not succeed, we will put up the rate. 

Sir Osborne Smith : I can only say that I am S 3 Tnpathetic to the develop" 
ment of co-operative banking, because I think it is the only way that the 
banking habit can reach many parts of the country, but at the same time 
I would not agree to the policy of giving facilities to every society. If you like 
to put forward individual cases, I have no doubt that we will relax to a certain 
extent, and each case will be considered on its merits. 

Mr. Devadhar : Let us take the case of the Bombay Provincial Co-opera¬ 
tive Bank. You probably know that we were in the enjoyment of cash credit 
to the extent of four lakhs, and subsequently even to the extent of about 8 lakhs. 
Later on we were told that these would be withdrawn because the Bank had 
issued debentures. The raising of debentures does not as a matter of fact 
reduce the security or the safety of the Imperial Bank. 

Sir Osborne Smith : If I remember aright, these debentures were a charge 
on the wliole of the assets. 

Mr. Devadhar : The Royal Commission on Agriculture says that that 
should not be considered a very serious impediment. 

Sir Osborne Smith ; Surely it is an impediment. 

Sir Purshotamdas Thakurdas: We discussed that question in the Com¬ 
mittee and we came to a certain agreement. 

Mr. Devadhar : Some societies may be described as bad for wUom you may 
like to curtail your assistance, but would you be prepared to say that assistance 
ahould be given to A class and B class societies ? 

Sir Osborne Smith : I have told Mr. Ramdas Pantulu that each application 
will be considered on its merits. 

Mr. Devadhar : The examination will not be made by you, because we get 
applications from the various societies. A, B, C, etc., and if you say that the 
societies for whom you make assistance avafiable should be A or B class socie¬ 
ties, statements wiU be prepared and sent to you. Will that meet your objec¬ 
tion ? A class societies are considered to be the safest from several points of 
view, e.g., regularity of payments, maintenance of accounts, no default, clever 
and honest management, and a certificate to the effect is given by Government 
auditors. 

Sir Osborne Smith : Our objections would be partly met, but the lender 
must have the right to approve the security and we say you should have a 
certain proportion of Government securities to pledge for your cash require¬ 
ments 

Mr. Devadhar : Unless we resort to some other methods, this would not be 
possible. If a vUlage bank works well, the tendency for it is always to 
expand its work, your idea is that in the course of five years the village bank 
should build upi ts own capital. 
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Mr. Bamdas Pantulu: There is some misapprehension. No society ever 
applies for cash credit to the Imperial Bank. It is the central bank or the pro¬ 
vincial bank that applies on the collateral security of the promissory notes of 
the societies. Whatever the society has is given to the central bank which 
keeps all the resources, therefore it is the central bank that applies. There 
is no question of A class societies building up any resources of their own. 

Mr. Devadhar: But it may be suggested that the money which is made 
available by means of cash credit should be utilised for the purpose of financing 
A class or B class societies. 

Sir Osborne Smith : You will be taking the rijsponsibility. 

Sir Purshotamdas Thakurdas : Lot me put the question in the way I under¬ 
stand it. The paper which is to be given to the bank should be first class paper, 
namely, paper of societies which are recognized by the Registrar as A-1 for 
example A cla.^s paper, where there is no default, the society is well managed, 
etc., or B class paper where the default, if any, is very small or the default 
occurred in respect of a'comparatively nominal failure. The question is 
whether, if it was undertaken that the paper of these two societies should be 
given to you by the bank, you would be prepared to continue the facilities 
which you have sought to discontinue within five years. 

Sir Osborne Smith ; How are you going to finance these various classes or 
societies ? 

Mr. Devadhar : We have got funds, and we would release them. The Pro¬ 
vincial Co-operative Bank at present has, I think, a turnover of something 
like 2 crores of rupees. 

Mr. Bamdas Pantulu : Moreover, part of the cash credit you give on 
Government paper and part on co-operative paper. Government paper gets 
the larger place. 

Sir Osborne Smith : The point I wish to make is that D and C class societies 
which you admit are not nearly as solvent as A class societies, and your 
position might consequently be jeopardised. 

Mr. Bamdas Pantulu : They are ultimately solvent, but they are not so 
liquid. They are frozen to a certain extent. 

Mr. Devadhar ; You seem to be under the impression that we run a great 
risk in financing the C and D classes of societies. The differentiation between 
A and B and C and D does not mean that there is much difference between 
bad and good societies. We have got our own inspectors and our own staff 
and the unlimited liability of the societies means a good deal. If there is any 
risk at aU, it is in that some of the societies would be longer in repaying their 
advances, but if the seasons are good, certainly the returns will be very good. 

Mr. Bamdas Pantulu : I think Sir Osborne is right; l:he Imperial Bank 
runs a certain amount of risk. The Imperial Bank expects to get back the 
money from the repayment of the societies. It is not a question of their being 
solvent, the bank may recover it, but it would not be coming on the due date. 
But what I say is that the accommodation that the Imperial Bank gives of 40 
or 60 lakhs is more than counterbalanced by our repayments from regular 
societies. 

Sir Osborne Smith : What proportion of Government securities would you 
be prepared to pledge ? 


3 w 2 
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Mr. Bamdaa Pantulu : The present position is that the Imperial Bank has- 
given us 17 lakhs against co-operative paper and 30 lakhs against Government 
paper. Out of the 17 lakhs you have withdrawn two-fifths. 

Sir Purshotamdas Thakurdas : Mr. Ramdas’ point is mentioned in paragraph 
10 of his paper. He wishes to know whether the minority recommendation 
of the Townsend Committee, if accepted by the Imperial Bank, would be agree¬ 
able to you. 

Mr. Ramdas Pantulu : 47 lakhs is the total cash credit whicli our bank 
enjoys from the Imperial Bank at present. Out of this 30 lakhs were against 
Governmeni paper and 17 lakhs against co-operative paper on 31st December 
1929. On the Ist January 1930 one-fifth of it was cut off and another one-fifth 
was cut off on the 1st January 1931. Therefore, two-fifths of 17 lakhs has gone 
away. If there is no further curtailment, it will work up to 25 per cent. 

Mr. Devadhar: In the Bombay Presidency this kind of facility is only 
claimed by the Provincial Co-operative Bank, whereas in Madras individual 
central banks are getting it. The total amount in Madras is much bigger than 
we asked for in Bombay. This point may not be set up as an argument, but 
I want to draw your attention to it. 

Sir Osborne Smith : I suppose you realise that we can demand the return 
of our advances when wc are in difficrdt times. 

Mr. Devadhar : It would be difficult for us, because we have our funds 
invested in other banks. 

Sir Osborne Smith: If we were in difficulties, the other banks would be in 
difficulties also. 

Mr. Devadhar : It is only a question of 8 lakhs so far a« our banks are con¬ 
cerned. I do not think it would be difficult for the Provincial Co-operative 
Bank to meet that amount oven in a sing day. 

Mr. Manu Subedar : What percentage of your cash credits, apart from your 
business with Provincial Banka, do you consider is payable on demand 1 

Sir Osborne Smith ; I can not say. 

Mr. Manu Subedar : Would you say that 70 per cent, of the accommodation 
given to other constituents than the Provincial Banks w'as really recovered 
in due time ? 

Sir Osborne Smith : It would not be. 

Mr. Manu Subedar : Therefore, what I say is this. That some portion of 
the advances of all the banks are completely frozen, some portions are partly 
frozen and others are less partly frozen. I can very well understand the aim 
of the Imperial Bank in making advances which can be recovered with ease, 
but surely you do not claim that your advances and accommodation on pro¬ 
notes on two signatures given to other parties are judged by the same principle 
of perfection and soundness ? 

Sir Osborne Smith ; All that I say is that this is a time when you should 
have your resources in more of liquid form. If you will make a representation 
to me on the lines of the argument just placed before us I will give it the 
very serious and sympathetic consideration. That is all that I can say. 

Mr. Devadhar: You know the Registrars of Co-operative Societies are very 
responsible officers in the Provinces and they have approved of the principle 
of getting cash credits. 
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Mr. Rartidas Pantulu : Mr. Lamond put a question to the Foreign Banking 
I'ixperts on this point and Dr. Jeidels suggested that the Imperial Bank of 
India should not curtail its cash credit facilities to the co-operative banks. 

Sir Purshotamdas Thakurdas: The Co-operative part of our discussion 
■with Sir Osborne Smith is now over. We shall now proceed to the next ques¬ 
tion, replies by Sir Osborne Smith to Mr. Manu Subedar s questions. 

Ansivers by Sir Osborne Smith to questions by Manu Subedar. 

Mr. Manu Subedar : What is your view with regard to the competition 
of a Bank aided in any manner by State funds, or deriving higher status on 
account of its association with Government with private and joint stock enter¬ 
prise in bairking in India ? 

Sir Osborne Smith: My views would vary according to the circumstances 
of individual cases. A Bank that has the confidence of Government to the 
extent of attracting its balances naturally enjoys added prestige, but Govern¬ 
ments usually exact (and this applies particularly to India) a full return in 
service for the value of minimum balances. At seasonal times Government 
balances are largely in excess of the compensating minimum, but again at 
such times, such balances are useless in India because they cannot be 
invested or profitably used. Generally speaking however a Reserve Bank 
controlling currency should not compete with Trading Banks or risk such 
business. 

Mr. Manu Subedar ; If it was decided that the Reserve Bank should be a 
separate institution, is there any need for a separate Imperial Bank of Ipdi^ 
Act ? Is there any objection to the Imperial Bank becoming an ordinary 
Joint Stock Bank under the Indian Companies jkct on the same basis as any 
other Joint Stock Bank in this country. 

Sir.^sborne Smith : I do not diverge from my view that the Imperial Bank 
should become the Reserve Bank. Should, however, a separate Reserve Bank 
be established, it would be necessary for it to have agencies in the various 
centres, as it would be wholly unprofitable and an iniquitous charge On the 
Central Institution to open suflScient branches for its purpose. The sole 
institution in India with sufficient branches to adequately perform agency 
duties is the Imperial Bank, and as such duties would entail the management 
of Currency Chests, Treasuries, etc., the Imperial Bank Act suitably amended 
would be advisable, indeed necessary as the Bank must have a status and res¬ 
ponsibility apart from other banks. 

Mr. Manu Subedar: When the Imperial Bank thus ceases to have any 
special privileges or special obligations, if, in the interests of the country it is 
considered desirable that they should engage on any one of the following lines 
of work, is there any special difficulty in making a special contract with the 
Imperial Bank, by which they will engage on this work along lines approved 
by the Government and they would be entitled to remuneration, compensation 
or subsidy for this service ; 

(а) Dealing in foreign exchange and discounting of foreign bills both 

export and import, 

(б) Lending out to industrial concerns for— 

(i) Initial capital, 

(ii) block capital, 

(iii) working capital against industrial security and for periods suit" 

able for the industry. 
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a link betwen the other banks and the masses. If that link is estab¬ 
lished, is it likely to affect in any way the development of banking proper 
in India? I am asking this question as it arises out of the statement! 
made in the Punjab where, as Lala Harkislum Lai pointed out, there are- 
only 60 people of this class now left. They say if there is no develop¬ 
ment, they will gradually be driven out of their business. What is your- 
opinion on this point ?—Is it because of the want of development of the 
joint stock banks? 

1093. Lala Harkishan Lai : Not only one reason. There are others. 
The question of co-operative banks, the method of transportation by rail, 
etc. 

Witness : I think it may be due to this reason. These indigenous 
bankers having a small capital must have been charging a higher rate of 
iritero.st. As the rates go down, some of these hankers may feel inclined, 
to give up the trade of advancing moneys and take up to some other 
business. 

1094. Chairman: It has oeen mentioned in the Punjab Keport that 
as these indigenous bankers find the reduced rates of interest quite ■ in¬ 
sufficient, they have given up indigenous banking and taken up ether 
trade. But what is the remedy?—If the system that has been suggested 
by us is adopted, they would be able to make a large turnover. Sup- 
ncse a man has got Es. 60,000 and ho earns 12 per cent. He will get 
the facilities of discounting his bills of Rs. 40,000 or Rs. 50,000 and he 
can re-invest that money by lending at 6 per cent., he will be making- 
the same profit in his business. If this facility is given to them, thfc 
position of the indigenous bankers would be improved. 

1095. That will enable them to continue their business?—Yes. 

1096. Will that affect the growth of the joint stock bank?—The joint 
stock bank will be giving and receiving money from them. 

1097. You said in one of your answers that these indigenous banken- 
may eventually be absorbed into the joint stock bank. How can it 
be possible?—Possibly when the joint stock banks have made sufficient 
progress in towns, they may go to villages and form similar banks in 
which the indigenous bankers will be interested. 

1098. I do not know whether Mr. Ramadas PantulU would put you this- 
question. But I would still ask you whether they will start competition 
with the co-operative banks?—There is so much scope for them. There 
is sufficient scope for indigenous bankers and also the co-operative banks. 

1099. You do not think that the organization of the indigenous bank-- 
ers as an unit under the Indian banking system with affect the develop¬ 
ment of other joint stock banks or the co-operative banks?—Yes. I do 
not. 

1100. You said (.lint in the western countries banking is based largely 
on credit. Do vou mean to say that it is based on personal credit and 
not tansrible credit?—Personal credit plays an important part in the busi¬ 
ness of the bank. 

1101. Chairman : Wbnt do you mean hv ';ni important part’? In 
Europe and America would a bank usually lend money to anyone of 
its clients simply on nersonal security, rmsunnorted by tansrible assets.?— 
Yes. to deserving parties; If they did not to deserving parties, that would' 
not be banking. 

1102. Do you think in India that is more difficult?—It is more difficult 
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Sir O-iborne Smith : Ido not follow whether you mean “dealing in the 
capacity as agents for the Reserve Banker Government” or whether the 
Imperial Bank would shoulder the risk attendant to such transactions and use 
its own funds for the purpose. If it is to use its own funds the Imperial 
Bank could only operate to the extent of available resources. However 
you probably have in view operations on behalf of Government in an 
agency capacity as you mention “ lines approved by Government ” as I cannot 
conceive any sound banker allowing dictation by any outside body. 
Government or otherwise, in the conduct of his own business. If this is so 

(a) nodifl&culty. 

(6) (i) and (ii) I am wholly averse to a Trading (Commercial) Bank 
(and of course a Reserve Institution) supplying money for these purposes, 
although I am aware such business is done by certain Continental Banks who 
use Debenture capital and not deposits from the public for the purpose of such 
business. 

(b) (iii) If this means advances pending the marketing of produce or 
industrial goods, yes. 

Mr. Mann Subedar : Can you tell us why the rates for the discount of first 
class trade bills in India are the same, or higher than the Bank rate, whereas 
they are very much lower than the Bank rate in other countries 1 What 
remedy would you suggest for the establishment of the bill market in India I 
Do you see any inherent difficulties in the Indian situation preventing- the 
establishment and growth of investment trusts to establish and help both the 
investors and banks as providing intermediate links and the division of the 
risks “i 

Sir Osborne Smith : In most sound countries the currency is managed, and 
I concur in such a x>olicy, as there is no practical alternative. The Bank Rate 
is in these countries at times ineffective, that is, the official rate is out of touch 
with the market rate. In such circumstances it may pay banks to discount 
below the official rate. The Bank Rate has a different meaning in various, 
countries. Bor instance in England it is the minimum rate at which the Bank 
of England will discount approved bills or grant loans on approved security 
for the money market (other Banks and Discount Houses), but for its private 
constituents it may discount at market rate which as I have pointed out may 
be below the official rate. In India the Bank Rate is the rate at which the 
Imperial Bank will grant loans against Government Securities which are 
obviously at least an equally acceptable security as first class bills, the rate 
for which may vary according to the class of bill, or according to whether the 
money market conforms to or is out of touch with the official rate. It must be 
remembered that agriculture is overwhelmingly India’s chief industry and bill 
with fixed dates of maturity are unsuitable for the ryot or produce dealer—it 
will therefore always be difficult to secure bill substitution for loans and cash 
credits in India. 

Development must be on the lines of rediscounts, and abolition of the present 
heavy stamp duty on bills will assist a bill market. Discount Houses (which are 
more or less essential to a stabilised bill market) might be built up from reli¬ 
able native bankers of unsullied reputation and with substantial capital, and 
upon a deposit of a cash guarantee. 

There are no inherent difficulties in the establishment of Investment Trust 
in India, but the success of such depend on economical efficient management 
and control by a Board of the highest integrity. 
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Mr. Manu Subedar : What is 3 ’-our view with regard to the nineteen foreign 
banks, which are working not only for foreign exchange finance, but for doing 
banking business generally ? Did their operations and existence menace the 
Presidency Banks and force them into an amalgamation 1 Is it tnie that 
Lloyds and other institutions are at present cutting into the business of the 
Imperial Bank in certain places ? What is the reason for prohibiting the' 
Imperial Bank from taking deposits in London ? Should such restrictions 
continue with regard to the Imperial Bank and with regard to the Reserve 
Bank ? Would you allow the deposits in India from Indian money to swell the 
working capital of foreign banks established in India ? Would you advocate 
the receipts from postal savings bank and from post oflSce cash certificates to 
remain with the Reserve bank for being used for the finance! of trade and 
industry rather than for being marged in the general balances of Government 
as the c£kse now ? 

Sir Oabome Smith: Banks are for the benefit of the public and the more 
banks there are the greater facilities the public will enjoy. There should bo 
no discrimination against sound institutions merely because they are non- , 
Indian, the sole qualification should be stability. The amalgamation of the 
Presidency Banks was in no way due to the competition of fhe Exchange 
Banks. No doubt other institutions are freely competing with the Imperial 
Bank. 

The prohibition of acceptance of deposits in London is allied to the prohibi. 
tion of exchange business and its continuance or not should be similarly 
related. 

Yes, there should be no interference with the deposit of Indian money 
with foreign banks in India. I am strongly against any interference in matters 
of this sort as people should have the right to invest their money as they wish : 
the more banks there are that compete for their money, the greater facilities 
the public will enjoy. 

The right of deciding the method of utilisation of postal savings bank 
balances and post office cash certificates must rest with Government who do 
the work and guarantee interest and repayment. 

Mr. Manu Subedar : May I ask whether you would have any objection 
to the Reserve Bank using any joint stock bank or indigenous banker as 
its agent at a place where the Imperial Bank has no branch ? 

Sir Osborne Smith : I think that was conceded in the Reserve Bank Bill. 
They wiU be member banks. 

Mr. Manu Subedar : Would you object to the Reserve Bank having direct 
relationship with a joint stock bank or local bank or indigenous banker of stand¬ 
ing at places where the Imperial Bank has no branches ? 

Sir Osborne Smith : It may be necessary. I am, however, of the opinion 
that the matter will require further consideration. I cannot give an answer 
straightaway. 

Mr. Manu Subedar : What is your present feeling in the matter speaking 
generally ? 

Sir Osborne Smith : It might, of course, tie down the hands of the Reserve 
Bank to some extent if the Imperial Bank had no branches at certain places. 

Mr. Manu Subedar ; Therefore, you accept the principle that the Reserve 
Bank should be free to choose its own agents in the country where the Imperial 
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Bank haa no branch. Take for example a bank in this country who wantk to 
have an agent in Berlin. 

Sir Osborne Smith : I am not in favour of any external agency at all. 

Mr. Manu Subedar : Then what have you to say with regard to internal 
agencies ? 

Sir Osborne Smith : I agree that it may be possible to do so far as internal 
arrangement is concerned, but the discretion should rest with the Board of 
Reserve Bank. 

Mr. Manu Subedar : If the Reserve Bank uses a member bank or banker 
as agent, that member bank or banker would not require a special constitution 
to deal with the agency work. What are your views on this ? 

Sir Osborne Smith : This is a question too big to fanswer unequivocally. 
I would require time to minutely consider the same. 

Mr. Manu Subedar ; You may take your own time. 4il that we are trying 
IS to get the opinion of an experienced banker of your position and standing. 
I have no objection to your sending us a written reply later. You say that the 
Imperial Bank 'Act should be suitably amended to give it a status and respon¬ 
sibility apart from other banks. May 1 know what your objection is to the 
Imperial Bank registering itself as a joint stock bank. If the agency work 
justified by a separate Act either the other agents should have a special 
constitution or the Imperial Bank should not seek a special constitution on 
this account alone. That is my point. 

Sir Osborne Smith : I will submit my reply to this point also later on. 

Dr. Hyder : In answer to one question you say “ I am wholly averse to 
a Tra-iing (Commercial) Bank supplying money for these purposes although 
I am aware such business is done by certain Continental Banks who use 
Debenture capital and not deposits from the public for the purpose of such 
business.” May I know what you are averse to. 

Sir Osborne Smith : I am averse to lending out on long terra basis with funds 
secured through short term deposits. 

Dr. Hyder : I suppose you are aware of conditions in Germany, 

Sir Osborne Smith : As far as I am aware Germany is the only country 
which is doing business of that kind successfully. 

Dr. Hyder : But the credit which is given out in the shape of liquid resources 
is converted into long term deljenture loans ? 

Sir Osborne Smith ; It may be, I cannot say. 

Dr. Hyder : I take it that you are not averse to commercial banks granting 
credit against the security of liquid resources, such as stocks, etc. 

Sir Osborne Smith : Oh, not at all. 

Mr. Manu Subedar : In answer to my question you say ” agriculture is 
overwhelmingly India’s chief industry and bills with fixed dates of maturity 
are unsuitable for the ryot or produce dealer I can understand their being 
unsuitable to the ryot but I am not clear with regard to their being unsuitable 
to the produce dealer. Agriculture ends at the moment when the producer 
has parted with his goods and trade starts, or in other words trade begins where 
agriculture ends. Is it not ? 

Sir Osborne Smith : yes. 



Mr. Mann Snbedar : And the volume of this tra4e in India internal as well 
as external is enormous enough to justify an expectation that bills might be 
forthcoming, except to the extent to which cash credits are preferred ? 

Sir Osborne Smith : Yes. 

Mr. Manu Suhedar: You further say that “ it will, therefore, always be 
difficult to secure bill substitution for loans and cash credits in India May 
I kno>v your views on this statement ? 

Sir Osborne Smith : That is the case all over the world, not only in India. 
Ths Cash credit system is growing all over the world. 

Mr. Manu Subedar : Is it because bills of certain maturity are preferred by 
the market. If the period of maturities were taken to be 6 to 9 months in 
the case of agricultural bills, you still think that this difficulty will continue 1 

Sir Osborne Smith : I think short term bills are more popular now. 

Mr. Manu Sub?dar: That is no doubt true from the banker’s point of 
view but what are your views from the public point of view which you have 
stressed in other parts of your paper. 

Sir Osborne Smith: I would not favour the Reserve Bank taking 
5 months bills. 

Mr. Manu Subedar : Then to what period would you restrict it to ? 

Sir Osborne Smith : Nothing more than six months, 

Mr. Manu, Subedar : Would that dictum apply to agricultural bills alone 1 

Sir Osborne Smith : It applies to all bills. 

Mr. Manu Subedar: I agree that bills cannot totally replace the case 
■credit system. But do you not think that bills can take the place of cash credit 
even to the extent of creating a reasonable volume of bills to establish a bill 
and discount market in this country ? 

Sir Osborne Smith : I do not think voluntary substitution would be popular. 
It will have to be done compulsorily by banks for rediscount purposes. 

Mr. Manu Subedar : If banks got special rediscount facilities then they, 
in their own interest, might encourage the bill habit. 

Sir Osborne Smith : Yes. 

Mr. Manu Subedar : I only wanted to get a little more clear on the point. 
After the measures which you have suggested in the second part of your answer 
to my question about the abolition of the heavy stamp duty on bills and re¬ 
discount facilities, you expect a sufficient volume of bills will be created in this 
country, compulsory or otherwise, to establish a bill market in this country ? 

Sir Osborne Smith : Yes in time. 

Mr. Manu Subedar : Therefore, the position is not so hopeless as your 
remark would seem to appear. 

Sir Osborne Smith : I do not make out the ])osition to be hopeless at all. 
If it were so, the Reserve Bank would not function at all. 

Mr. Manu Subedar : T will now request you to explain to me the meaning 
■of the following sentence which you have made in answer to my question. 

discount Houses might be built up from reliable native bankers of unsullied 
reputation and with substantial capital, and upon a deposit of a cash 
guarantee.” 
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Sir Osborne Smith: I mfean “ Indian Bankers ” by my expression “ Native 
Bankers I do not think it will be in the province of the Reserve Bank to^ 
accept a Bill Broker without strictest scrutiny of his position 

Mr. Mann Subedar : I am not averse to any such scrutiny but I want te 
know how it will work. 

Sir Osborne Smith: These cash guarantee deposits will earn interest. 

Mr. Manu Subedar : The Reserve Bank is not permitted to give any interest. 

Sir Osborne Smith : The agent bank will do it. 

Dr. Hyder : With regard to these Bill brokers you say that they must hav® 
substantial capital and must be men of unsullied reputation, and they should 
also deposit a cash guarantee. To make a beginning would you insist on the 
fulfilment of all these conditions ? You are aware our object is to develop the 
bill market in this country. 

Sir Osborne Smith ; That was how it was done in England and I do not 
see any reason why it should not be done here as well. My view is that untE 
such men are available the position cannot be improved. 

Mr. Manu Subedar : I see you want a cash guarantee from indigenous 
bankers. Would you kindly explain whether it should be taken invariably or 
in some cases ? 

Sir Osborne Smith : Invariably. 

Mr. Manu Subedar : How much cash would you ask the indigenous banker 
to deposit with reference to the amount of rediscoimt given. 

Sir Osborne Smith :That is a matter for further consideration. It all de* 
pends uiwn the business he is doing. 

Mr. Manu Subedar : Suppose he wanted rediscounting facilities to the limit 
of Rs. 6 lakhs. What cash deposit would you expect 1 

Sir Osborne /Smitft ; Probably 10 per cent. 

Mr. Manu Subedar ; You have no objection to his expecting interest on 
his deposit. 

Sir Osborne Smith : No. If the deposit is with the Imperial Bank it would 
be quite reasonable to give interest on the deposit. 

Mr. Manu Subedar : If e could leave Government securities with the Impe’ 
rial Bank the bank could deal with him direct. 

Sir Osborne Smith : That will be the same thing. 

Mr, Manu Subedar : With regard to the establishment of investment trusta 
in India is it your feeling that subject to the provisions you have detailed— 
economical, efiB.cient management, and control by a Board of the highest 
integrity there is no inherent difficulty ? 

Sir Osborne Smith : None whatever. As a matter of fact we were contem¬ 
plating the formation of an investment trust in the last 12 months, but as the 
times have become so bad a postponement has almost become necessary. 

Manu Subedar: Bad times, in what sense 1 Prices are fluctuating 
widely, and are probably falling. You start with an initial handicap. If 
you start at a time of rising prices you would probably succeed. 

Sir Osborne Smith ; Yes capital would be readily available. 

Mr. Manu Subedar : You do not think that the ruling rates of interest 
in India which are considered higher than ruling rates in other countries are- 
an insuperable obstacle to the starting of an investment trust. 
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Sir Osborne Smith : ^0.1 should say in India 6 or 7 per cent, could be 
feadily obtained. The success of an investment trust will be almost assured 
provided investments are well spread and the institution is efficiently and 
economically rup. 

Mr. Manu Subedar: Nor do you think the fact that the range of invest¬ 
ments in India is not as big as the range available for investment in the New 
York or the London Stock Exchanges is an obstacle to the starting of an 
investment trust '( 

Sir Osborne Smith ? No. I think it can be started. I am perfectly certain, 
that, if Indian capital is not forthcoming, much English capital can be got 
here. I have been offered it actually. 

Mr. Manu Subedar ; It is just because of these two factors—high rates of 
interest as compared with other countries and less range of securities—perhaps 
the field for an investment trust is much bigger, if properly handled. The 
difficulty is that there are no models and there is no experience in India in this 
direction, but otherwise you would consider the field extremely favourable 
or even more favourable than in other countries because many of the investors 
in India do not know what is a good investment ? It will be of help to the 
public and to the banks 1 

Sir Osborne Smith : Yes. 

Mr. KhaiUtn: I see you consider the stamp duty on bills is very 
heavy. 

Sir Osborne Smith : At the present time it will not be reduced on account 
of budget difficulties. Government could be persuaded to reduce the stamp 
duty when the Reserve Bank is actually in pro3j)ect. 

Mr. Khaitan: We have considered several suggestions in regard to the 
establishment of discount houses. What do you think of the foUowing sug¬ 
gestion ? The Committee are not in favour of any compulsory measure in 
regard to bringing indigenous bankers within the Reserve Bank Scheme. Such, 
of the indigenous bankers as desire to be placed on the approved list of the 
Reserve Bank and are admitted to rediscoimting facilities by that institution 
up to the limits prescribed by it, should satisfy the following conditions— 
Such of the indigenous bankers as are engaged in banking proper should 
be eligible to be placed on the approved list of the Reserve Bank in 
the same manner as joint stock banks ; they should conform to the 
standard regarding owned capital prescribed for this purpose by the 
Reserve Bank; they should agree to keep proper books of account in 
the usual recognised manner and to have them audited annually by one 
of the recognised auditors; these books should also be available to the 
Reserve Bank for inspection and audit. The Reserve Bank should see that 
no institution enjoying rediscount facilities charges what in its opinion are high 
rates of interest. What do you think of this scheme ? Are there sufficient 
safeguards in it ? 

Sir Osborne Smith : I agree generally. But I think the grant of rediscount¬ 
ing facilities should not be by right of being a member, but should depend upon 
selection by the Reserve Bank. 

Mr. Khaitan : That is so. I have mentioned the conditions. 

Sir Osborne Smith : I think that is very sound. 
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Mr. Khaitan: If these conditions are accepted by such bankers as want 
rediscounting facilities from the Reserve Bank, would you still insist upon 
their depositing a cash guarantee ? Or Government promissory notes, as sug¬ 
gested by Mr. Manu Subedar ? 

Sir Osborne Smith : Every member would automatically have to make a 
deposit. 

Mr. Khaitan : We considered that point in the case of joint stock banks 
and indigenous bankers. There will be difficulties for some years to come 
to indigenous bankers accepting Reserve Bank loans on this condition which 
would be a new condition to them. 

Sir Purshotamdas Thakurdas : There is this difference. Joint Stock banka 
are limited liability companies. In the ca.se of indigenous bankers the liability 
is unlimited. 

Sir Osborne Smith : I would still insist on the cash guarantee. It need not 
■be a large percentage. 

Mr. Khaitan : It would be a hardship in this sense that at the present 
moment, when they discount bills in the market, they have to give no kind 
of security except of course, the required number of signatures on the paper. 
It is not simply a paper signed by them alone, there will be other signatures on 
the paper. When they get their books audited by the examiners appointed by 
the Reserve Bank, the latter will come to know their financial condition and 
-their way of doing business. 

Sir Osborne Smith : It is quite possible they might lose all the capital. 

Mr. Khaitan : They are not allowed to carry on trading operations. They 
should only do banking business. 

Sir Osborne Smith : They might make mistake in their purchase of bills. 

Mr. Khaitan : There are conditions about owned capital, etc. If the 
Reserve Ba'hk finds they are discounting paper of unsatisfactory parties, they 
would have the discretion to limit or cancel the rediscounting facilities. 

Sir Osborne Smith : I might give further consideration, if these conditions 
are complied with. 

Dr. Hyder : Is it your view that investment tru.sts should attract the very 
large capital required for industries or concerns which do not at present exist— 
working capital or whatever you like ? If investment trusts put the money 
which they compel their members to pay, into shares of existing concerns, the 
position arises that other concerns which might be established would have no 
•one as their god-father or god-mother. 

Sir Osborne Smith : I have no objection to their investing in preference 
shares, debentures, etc. 

Dr. Hyder : Not in ordinary shares ? 

Sir Osborne Smith ; No. You must invest your money in suitable invest¬ 
ments. If you have not got them here you will have to go elsewhere. 

Dr. Hyder : Then the investment trust would not have fulfilled the need 
which we have at present, namely, some institution which might divert capital 
into concerns which might be established. 

Sir Osborne Smith : As a banker, if there are not sound investments in the 
-country, I will send the money abroad. Otherwise you cannot pay dividends. 
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Mr. Manu Subedar : I would like to know whether the cash deposit indi¬ 
cated here is the same as the cash deposit under the Reserve Bank scheme ? 
Or whether it is in addition ? 

Sir Osborne Smith : In addition, I would give it further consideration. It 
may be waived. But the other must not be waived. 

Mr. Manu Subedar : In the other case you want a uniform system. Per¬ 
haps it may be better for some bankers to get the rediscounting facilities with¬ 
out the compulsory deposit. Does that not limit the field of selection ? 

Sir Osborne Smith : No. 

Mr. Manu Subedar : I invite your attention to this statement. The amaU 
gamation of the Presidency Bariks was in no way due to the competition of the 
Exchange Banks. Were you in charge when the amalgamation took place ? 

Sir Osborne Smith : No. 

Mr. Manu Subedar : I suppose after you took charge you saw the paper 
relating to this ? 

Sir Osborne Smith : No. 

Mr. Manu Subedar : When you say ‘ in no way ’ that is according to your 
present information. If there is written information contrary to what you say, 
would you amend what yovi say ? 

Sir Osborne Smith ; It may be so. 

Mr. Manu Subedar : The public has two sides—one, the bank’s constituenta- 
and the other the wider public interests in the country. 

Sir Osborne Smith ; I am speaking generally. If there is a monopoly, there 
will be a great fall in interest. And if indigenous banks make 20 or 25 pet cent, 
profits, it will not be a reasonable proposition at all. 

Mr. Manu Subedar : Twenty per cent, dividend is earned by foreign banks. 
Is that a reasonable proposition ? 

Sir Osborne Smith : I cannot discuss that. That is by reason of their 
accumulation of reserves. 

Mr. Manu Subedar ; Reserves are only deferred profits. 

Sir Osborne Smith : I cannot think of any bank making any thing like 20 
per cent, trading profit in India at presint. 

Mr. Manu Subedar : What are your views with regard to the entry of the 
Lloyds Bank in the Indian field. As you know, it has the second place in the 
U. K., it is one of the biggest banking institutions in the world, and it has power 
to compete, if it so chose,with any existing institution. 

Sir Osborne Smith ; Yes. I have no objection to its fair competition. 

Mr. Manu Subedar : You would allow the competition of a lion and a 
lamb. 

Sir Osborne Smith : 1 have no objection to competition remaining within 
the limits of legitimate banking. Lloyds Bank are competing in the banking 
field to a certain extent. 

Mr. Manu Subedar ; You do not consider the foreign exchange banks in 
this country, as a danger to the growth of Indian institutions ? 

Sir Osborne Smith : I think it might be more difficult to start Indian ihsti- 
tutions in sea-port towns. But if the foreign hanks will give similar and 
efficient service why not let them continue ? It is all for the benefit of the- 
pnblio. 
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Mr. Manu Svhedar : If people wanted to make a distinction between Indian 
institutions and foreign institutions, the other thing would come in. Where 
there are powerful institutions with large reserves Indians are bound to find 
it difficult to start their own institutions. 

Sir Osborne Smith : That is right. 

Mr. Mmn Subedar : Then purely from the aspect of service you are of the 
view that the existing institutions should be allowed to do their work properly. 

Sir Osborne Smith : Yes. 

Mr. Manu Subedar : They are doing their work properly in the sense they 
are expanding their share of the internal trade of the country. 

Sir Osborne Smith ; Yes and giving efficient economical service. 

Mr. Manu Subedar : Does the Imperial Bank feel their competition where¬ 
ver they have branches in the country ? 

Sir Osborne Smith : We have a lot of competition from them. I do not 
^hink they can quote more favourable rates. 

Mr. Manu Subedar : The Imperial Bank borrows at a less rate than these 
banks ? 

Sir Osborne Smith : The rate varies, but at the present time the Imperial 
Bank borrows at 3| per cent. The foreign institutions borrow at from 4 to 44 
percent. Theie are special circumstances at the present time which permit 
them to give higher rates. In this way they are able to give facilities to f^ian 
trade. 

Mr. Manu Subedar : They cannot compete very much with you, but they 
can with those banks which are obliged to borrow. 

Sir Osborne Smith: I do not object to competition. 

Mr. Manu Subedar : Do they compete as a matter of fact, or do they 
not ? 

Sir Osborne Smith : They do to a certain extent. 

Mr. Manu Subedar ; Could you give us, or could you send us from your 
headquarters the deposit rates of the Imperial Bank—I understand they have 
come down in the last ten years and also the rates, if there are any records 
of the foreign institutions. 

Sir Osborne Smith : I have not got them with me but will send them on. 

Mr. Manu Subedar: What is your view with regard to the prohibition of 
borrowing in London by the Imperial Bank ? I do not want to go into the 
history of it—it is aU very carefully recorded. Would you like the power to 
borrow in London and do the exchange business, or would you like this restric¬ 
tion to go on ? 

(Sir Os6omc SmifA : I would like the power to borrow and do exchange 
business. “ 

Mr. Manu SubeMr ; According to the records of Government Departments 
it appears that this power is not given because of the pressure of exchange 
banks. These felt that this would interfere with their business through their 
apprehension—I do not know whether they realise it, but others do—was not 
justified. 

Sir Osborne Smith : I have no knowledge. 

Mr. Bamdas Pantulu : The answer to the question shows that the reason 
IS the same—whatever it is—in the case of prohibition of both the acceptanee 
oi depoflits m London and the conduct of exchange business. 
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Mr. Manu Svbedar : With regard to these deposits it is the feeling ol many 
Indian witnesses who appeared before us, that these deposits represent the 
savings of the country, and they belong to the Indian people as a people, and 
all such savings are the first claim of Indian nationals : that is to say, of Indian 
banks, and, through these banks of their Indian constituents. Have you any 
strong objection to this feeling on their part ? 

Sir Osborne Smith : Foreign banks have been doing good service to India. 
There is no reason why they should not have a claim on these savings. If tho 
money is not safe I would not lend it to them. 

Mr. Manu Subedar: Have you anything further to support what you have 
said ? 

Sir Osborne Smith : I believe people should have the right to invest their 
money as they wish. 

Mr. Manu Subedar : What do you anticipate if their right to invest their 
money in foreign banks is int.rfered with 'S 

Sir Osborne Smith : I should say it would not be justified. 

Mr. Manu Subedar : What would be the economic consequences '( 

Sir Osborne Smith ; Probably rates will come down. 

Mr. Manu Subedar : Any other consequences ? 

Sir Osborne Smith : I do not know ; probably finance for trade would be 
more expensive, 

Mr. Manu Subedar: Would not foreign banks be able to get money from 
their own headquarters ? 

Sir Osborne Smith : They may be, but. 

Mr. Manu Subedar : Should they be able to bring funds from their oifn 
headquarters, would not that enrich the Indian money market 1 

Sir Osborne Smith ; They would bring it here for the trade season and send 
it home at the conclusion. 

Mr. Manu Subedar: I understand that the Chairman of one of the Big 
Five (Lloyds Bank) said that they do Indian business without taking a single 
pound from London. 

Sir Osborne Smith : I did see that statement, and it leads me to think they 
are not doing the volume of business some of the others are doing. 

Mr. Manu Subedar : Even so, your suggestion is that they bring over their 
money seasonally ? ' 

Sir Osborne Smith : That is what they would do if they seasonally needed 
it. 

Mr. Manu Subedar : They do not, therefore, engage any amount of London 
money in this country all the year round ? 

Sir Osborne Smith : I have no knowledge whether they do it or not, but I 
should not think so. 

Mr. Manu Subedar: In a statement which was given to us by the Exchange 
Banks Association, we were told that on their total turnover on a particular 
date, taking several banks together, of 30 crores, the amount engaged in foreign 
bills was 6 crores and the balance represented loans in cash credits would not 
That show that actually for the financing of foreign trade all that mopey is 
not required ? 

Sir Osborne Smith: I understand they said that if there were 30 crores, 
6 crores only were used for bills the balance for Finance pending shipment. 



1108. Afr. Ravtadas Pantulu : I understand that Mr. Lamond read out 
a statement this morning and on the strength of it asked you a few 
questions?—As I have already said, I know very little of the co-operative 
movement;. 

1104. Mr. Lamond in his statement has said that with regard to 
3uid resources, the Imperial Bank do not now agree to give accommoda¬ 
tion upon co-operative paper and that they are going to withdraw the 
concession in five years. But from the note he circulated to you he did 
not tell you the conditions under which the Imperial Bank are now giv¬ 
ing credit. Are you aware?—No. 

1105. Chairman: Mr. Eamadas Pantulu, Mr. Pochkhanawala has already 
confessed that his knowledge of the co-operative movement is not suffi¬ 
cient to supply the Ck>mmittee any useful information. Most of your 
<luestion8 ought therefore to be reserved for the Imperial Bank representa¬ 
tive when he comes before us. 

1106. Mr. Ramadas Pantulu: I quite appreciate it, Sir, 1 am only ask¬ 
ing .Mr. Pochkhanawala as a banker whether the conditions laid down by 
the Imperial Bank are quite safe or not, from a banking point of view, "l 
do not invite his opinion on any matters relating to co-operative movement. 
The Imperial Bank has taken sufficient precautions in giving accommoda¬ 
tion in the past. It now gives us over-drafts on these conditions: 

(i) interest is payable quarterly at a flat rate of 6^ per cent, per 
annum, calculated on daily debtor balances; 

(ii) the cash credit should be utilised only as fluid resource to 

cover deposits or short term loans repayable within a year; 

(iii) as a general rule, the cash credit will not be allowed to an 

amount exceeding the owned capital of the central bank con¬ 
cerned ; 

‘(iv) the central bank concerned should, in addition to the promis¬ 
sory note executed by it, furnish collateral securities in the 
shape of promissory notes of unlimited liability credit 
societies in the case of district central banks, and promissory 
notes of district central bunks in the case of the M. G. U. B. 

■(v) the actual value of the collateral securities furnished should 
be in excess of the cash credit sanctioned by at least 33J per 
cent.; 

(vi) each central bauk should forward to the Imperial Bank every 
quarter a list of promissory notes lodged as collateral secu¬ 
rities, showing the amount outstanding on each promissory 
note together with a certificate to the effect that the pro¬ 
missory notes lodged as collateral securities are in order. 
The list and the certificate are verified every half-year by 
the Deputy Registrar concerned, and the certificate of each 
verification is forwarded to the Imperial ]3ank through the 
Kegistrar; 

<vii) such of the promissory notes lodged as collateral securities 
as have become three years old, or arc discharged, .should 
be substituted by fresh promissory notes. 
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Mr. Manu Subedar : 6 orores were used for bills ralating to foreign trade and" 
the balance in cash credit loans ? 

Mr. Khaitan : That was the statement given to us by the Exchange Banks. 

Sir Osborne Smith : I do not know. 

Mr. Manu Subedar ; That statement would show that a large amount of 
deposits is used not merely for the financing of foreign trade, but also for doing 
internal business. 

Sir Osborne Smith : It would indicate that—pending shipment. 

Mr. Khaitan ; We have got to consider that fact that a proper banking 
system is to be established in India for a long time to come. Let me take you 
back to the year 1914 and let us imagine that in that year the whole of the 
financing of foreign trade was done by German banks and that German banks 
had also gone into the interior of India. When war was declared in August 
1914, what would have been the position of the economic system of India ? 

Sir Osborne Smith : It would be very desperate but far fetched. 

Mr. Khaitan : Bearing that in mind, would you advise that, situated as 
India is in respect of its obligations to make remittances for home charges 
(the calculation is about 70 or 80 crores per year as the return of foreign invest¬ 
ments in the country), it would be quite safe for India to rely on non-Indian 
institutions for purposes of her foreign trade ? Also that those banks engaged 
in foreign trade should do a large part of their operations for internal purposes 
and that people who are trading and manufacturing in India should be tied 
down to non-Indian institutions for that purpose ? 

Sir Osborne Smith : I do not say they should be tied. I have no objection 
to Indian exchange banks starting business but not with State Capital. 

Mr. Khaitan : But would you not advise us that it is desirable in the cir* 
cumstances that Indian exchange banks should grow up, so that the position 
may not become very desperate as you yourself put it ? 

Sir Osborne Smith : I have no objection whatever to Indian exchange banks 
starting as no doubt they would, if big profits were in prospect. 

Mr. Khaitan : Let us assume that there i.s a war between England, America 
and Japan, what would be the position ? 

Sir Osborne Smith : I am sure I cannot visualise such a position. 

Mr. Khaitan: But if such a thing happened, it would be desirable in the 
interests of the country that India should not have to rely on a foreign institu¬ 
tion for the purposes of her foreign trade as also her internal trade. 

Sir Osborne Smith : I certainly would not make that suggestion. 

Mr. Khaitan ; May I take it that you recommend the establishment of an 
Indian Exchange Bank ? 

Sir Osborne Smith : I do not recommend it, 1 say that I have no objection 
to it in the slightest degree but I must emphasizt; not with capital supplied 
by the Government. 

Mr. Khaitan ; What is your experience as regards foreign banks receiving 
deposits in England ? I am not talking of legislation but of practice. 

Sir Osborne Smith ; Foreign banks attract a very small amount of deposits. 

Mr. Kiuiitan : They often carry on business with money brought from their 
own countries ? 

Sir Osborne Smith: I do not know, probably they do, the volume of 
business done by the Exchange Banks indicates that it is so. 
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Mr. Khaitem : 1 am told that foreign banks operating in Australia oostlj 
*&) agency business for the nationals of thek own country and carry <m th# 
^'business with the help of money brought from their own countries. 

Sir Oabome Smith : I do not think they are allowed to receive deposits. 

Mr. Khaitan : Your impression is that foreign banks in Australia do not 
receive deposits ? 

.Sir Oabome Smith : 1 do not think they do. 

Mr. Khaitan: Do you know why the Chartered Bank of India, Australia 
and China has the word ‘ Australia in its name ? 

Sir Oabome Smith : Mr. Buckley might be able to tell you about it. 

Mr. Khaitan : Mr. Buckley does not know about it. 

Mr. Buckley : I do know. For the reason that we never wanted to go over. 
Our bank was formed at a time when it was not propitious to open a branch 
in Australia. There were two foreign banks operating in Australia, the 'Yoko¬ 
hama Specie Bank and the Comptoir. 

Mr. Khaitan : There must be some reason for it. 

Mr. Buckley : There is no law against it. 

Mr. Khaitan: Supposing foreign banks (I am not talking of the existing 
banks) were allowed to come freely and carry on business in India without 
any restrictions whatsoever, having regard to the prestige which the existing 
foreign banks have built up in this country, would it be advisable to allow 
Indian depositors to deposit their money indiscriminately with any kind of 
foreigti banks that come and operate in this country ? Would it not be desir¬ 
able to have some system of examination by the authorities of the country so 
that the depositors’ interests may be protected 1 

Sir Oabome Smith: I do not know in what way you would protect their 
interests. 

Mr. Khaitan : Some way ought to be devised. 

Sir Oabome Smith ; I have no objection to any legitimate audit. 

Mr. Khaitan ; You know that at the present moment with a few exception 
tlie business in the interior is being financed by indigenous bankers and indi¬ 
genous banks. Assume for a moment that you are Indian. Would you advise 
that we should freely allow big non-Indian institutions to take the place of 
indigencHis banks and bankers for the purpose of financing the internal trade 
or should we devise such a system as will ensure the growth of indigenous 
banks and bankers for the purpose of financing the internal business ? 

Sir Oabome Smith : But surely the non-Indian institutions would not 
continue very long if restrictions become too burdensome. 

Mr. Khaitan : Should non-Indian institutions be allowed indiscriminately 
to take the place of indigenous banks and bankers that are existing at present 
or that may come into existence in future ? 

Sir Oabome Smith : Why not allow them to operate side by side ? 

Mr., Khaitan : There is a certain amount Of business and if big foreign banks 
are allowed to operate in the interior, they wiU offer very strong competitioit 
with the indigenous system, would they not ? 

Sir Oabome Smith : Yes, hut they are not goiog.toopeiAte jtre^rej^ally. 
lEi^yslMmld sot.the in4igei10ua.b4nks.also .make profits ?' 

VoL. Ill 
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Mr. Khaitdn : It will depend upon the rates at which they attract deposits. 
If there is competition in regard to deposits between an existing joint stock 
bank and the Lloyds Bank, one of the Big Five, would not the latter be able 
to attract deposits at a lower rate than the former '? 

Sir Osborne Smith : The joint stock bank may be more competent than the 
Lloyds Bank and work on lower establishment charges. 

Mr. Khaitan : Having regard to the security offered by the Lloyds Bank, 
it would attract deposits at a lower rate and, therefore, be able to lend at a 
lower rate. 

Sir Osborne Smith : Perhaps—it depends upon the confidence the 
joint stock bank enjoys. 

Mr. Khaitan ; Suppose some big bankers came to this country from Java 
and began to operate in the interests of their country ? 

Sir Osborne Smith : Can they do it ? 

Mr. Khaitan : If they are allowed to come umestrictedly, they may. How 
would you then meet the situation ? 

Sir Osborne Smith : I would place an embargo on the bank if it were unsafe 
or undesirable. 

Mr. Khaitan : In similar circumstances, should you not also check foreign 
^nks taking the place of indigenous banks and bankers ? 

Sir Osborne Smith : I cannot see that. The public will be better served by a 
banks offering s lower rate of interest; I think that is the main cor^sideration 
cheaper public service. 

Mr. Khaitan : But if big bankers come and are able to draw cheaply more 
money ? 

Sir Osborne Smith ; It is very doubtful if they can. 

Mr. Bushforth : Regarding the point about the desire for an Indian Ex¬ 
change Bank one must be giiided a good deal by precedents, and the example 
of Japan has been brought to our notice to a great extent. We have been 
told that prior to 1880 the foreign trade of Japan was in the hands of foreign 
banks, but the Government of Japan helped Japanese banks with State assist¬ 
ance. I wonder'whether you can give us any information on the example of 
Japan ? 

Sir Osborne Smith : I repeat I have no objeetion to, indeed I would 
welcome an Indian Exchange Bank with capital subscribed by Indian 
Nationals. In Japan the Yokohama Specie Bank was in existence Icng 
prior to the Reserve Bank and I believe it still exclusively performs the 
Government Exchange operations. 

Mr. Bushforth : Have they a monopoly ? 

Sir Osborne Smith : I believe the Yokohama still has a monopoly and 
that the arrangement successfully functions. 

Mr. Bushforth : You do not consider Japan an ideal example ? 

Sir Osborne Smith : I think it essential that Government Exchange 
business should be performed by the Reserve Bank whose chief duty ifl to 
maintain internal and external credit. 

Mr. Bushforth : As far as assistance from State capital is concerned, what 
do you say ? 

Sir O^ome Smith : I have great objection to it and also to giving it 
monopoly of Government remittance. 

Jlfr. Manu Subedar: Even after all the assistance which the Presidency 
Banks and the Imperial Bank have received And are receiving, would you 
•till say that on principle you object to State assistanoe ! 
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Sir Oabome Smith : The Imperial Bank is not getting any State assistance. 
If you refer to Government balances, I can show you that, in my opinion, the 
Bank gives a lot more than it gets. 

Mr. Manu Subedar : And the remittance facilities ? 

Sir Osborne Smith : That is all calculated in the service that we give for 
their balances. At times it is true that the Government balances reach 10,16 
or 20 crores, but they are not actually useful to the Bank as they cannot be 
employed. 

Mr. Many, Subedar : Assuming then that the privileges are fully met by 
the services, you would not object if the privileges were taken away and the 
services were performed by Government in some other manner, the Imperial 
Bank conforming to the law of the land and registering itself under the Joint 
Stock Companies Act ? 

Sir Osborne Smith : I would not object to continuing like cny other bank 
without restrictions. 

Mr. Rushforth: Regarding the penetration of big institutions upcountry, 
do you consider that it is feasible to have any sort of convention, regulation or. 
understanding by which their branch activities could be controlled with¬ 
out interfering with healthy competition ? The position, aa one sees it in 
reports, is that there exists at present ^mpetition which is not really for the 
benefit of the public. There are limits to competition, but on principle we 
do not want to restrict banking facilities upcountry. Do you think it is possible 
to have some sort of convention between the Central Bank or the Imperial 
Bank and other banks in regard to the opening of branches ? 

Sir Oabome Smith : My idea is that to a certain extent there should be an 
arrangement through the Reserve Bank by which duplication might be 
avoided. 

Mr. Rushforth : It should not be by legislation, but it should be recognized 
that branches are to be opened only with the consent of the Reserve Bank ? 

Sir Osborne Smith : Yes, the Reserve Bank being consulted. 

Mr. Rushforth : My point applies to ordinary joint stock bank business as 
well. 

Sir Oabome Smith : I think it is feasible that branches should only be 
opened after consultation with the Reserve Bank in centres where duplication 
may be avoided and amicable arrangements come to, but not by legislation. 

Mr. Rushforth : Would that be practicable ? 

Sir Osborne Smith : I think so. 

Mr. Buckley : Mr. Subedar raised the question of restriction of deposits. 
If exchange banks were not allowed to accept deposits from the Indian 
public, it would mean that they would have to repay something like 70 
orores of rupees. I submit that in view of the fact that the amounts of deposits 
at the present time which are not actually used by exchange banks in advances 
are invested in treasury bills and Government securities, if exchange banks 
had to let their deposits run ofi, it would have a detrimental effect on the 
Government security market, with the result that any benefit that would be 
obtained by the deposits being diverted from foreign exchange banks to Indian 
joint stock banks would be more than off-set by the latter’s large 
holdings in Government securities further depreciating. 

Sir Osborne Smith : It will he a great embarrassment under certain condi* 
tions undoubtedly. 

3x2 



'Mr. SMkley : THen again the only way in whicfti eichafege^aKte VbuMI be 
aWe to bring out funcfs from their owfe cotintry yduld be by-artes to‘the Reservih 
Bank ; that would push the rupee rate up to the upper gold point, becaluse 
they would be all selling at the same time. 

Sir Osborne /Smith : Yes. 

3fr. Buckley: There is one other point with regard to the six crores held 
ih “ bills”. Sifrely the “ advances ” made from deposits received are all id 
connection with or are closely allied to foreign trade. 

Sir Oabbme Smith : They relate to shipment of goods. 

Jlfr. Buckley : You either have money invested in advances against gdd^h 
in course of shipment or you have it in bills on the seas. 

Sir Osborne Smith : That is so. 

ilfr. Kkaitan : But there is a difference between ‘ pending shipment ’ and 
actual shipment ’. 

^ir Obsorne Smith : The one relates to goods actually on the water, and the 
other to goods which are in the process of manufacture or transit. 

Mr. Khaitan: As regards bills in transit, is it not your experience that 
almost all the bifls are handed over to you on the mail day ? For example, 
in connection with the export tradii the exporters send you the bills on 
Thursday. 

Mr. Buckley : Or the day before. 

Mr. Khaitan : So that when you say ‘ pending shipment ’ it means a longer 
period than one day. 

Mr. Buckley : I was referring to cash credits against goods purchased for 
shipment, in the course of shipment and so on. These are all closely allied to- 
exchange business. 

Mr. Khaitan : The point 1 want to make clear is that by ‘ pending ship¬ 
ment ’ you mean the cash credit accounts of the exchange banks, i.e., in con¬ 
nection with internal trade. Sir Osborne is not aware of the definition of 
‘ foreign trade ’ which this Committee have accepted, namely, that foreign 
trade starts with the issue of shipping documents and ends with the clearance 
8f gbods. On that definition would you say that the cash credits are advances 
'from field to port ? 

Sir Osborne Smith : I fear I cannot accept that definition. 

Mr. Khaitan : If somebody accepted that definition, then it would be quite 
correct to say that it is an advance from field to port 1 

Mr. Jadunath Boy: You said that if non-Indian banks received deposits 
in this country you would not object to it so long as they were used for the 
trade of this country, but would you object to a non-Indian bank which re- 
beived its deposits in this country using those funds abroad for non-Indian 
purposes ? 

Sir Osborne Smith ; My view is that Indian money should, as far as possible, 
be utilised in this country alone. 

Mr. Buckley : A statement showing the deposits received and how disposed 
of by the non-Indian banks in this country have already been circulated to 
members. 

Mr. Manu Subedar: It is only a collective statement. Figures have not 
been given separately for each bank functioning in this country. 



Chairman : Mir. Sarkar seo^t; ^^9 a, set 9 j( qu^stio^/} Yhich he has dosimd 
me to put on his behalf to Sir Oshome Smith. As the pap^r has not beeJtt 
circulated, I shall read out the questions pne by one and request Sir Osbp^nB# 
Smith to answer them. 

Q. 1. You say ; “ Adequate gold is hoarded in the country and Indians 
should have sufficient faith in their country to make such gold function by 
lending it to Government for Eeserve Bank purposes ”. 

On the other hand we have heard evidence that such gold hoarding is a 
myth. Can you give us any facts in support of your statement and indicate 
the form in which such hoarding is held, where it is held and the amount 
that may be likely to be drawn in the form of loans suggested by you ? Can 
you give us details of your suggestions of gold loan ? 

In this connection, have you seen the gold certificate scheme suggested by 
the Currency Commission in 192fl and since elaborated in the Banking Enquiry 
number of the “ Indian Finance ” ? Can you let us have your views on this 
scheme 1 Can you also let us know if the Imperial Bank, through its large 
number of branches, can put into effect this scheme with suitable modifica¬ 
tions ? 

Sir Oshome Smith : Judging from the amounts taken almost weekly in. 
London for India and from the Customs Returns which disclose 660 crores 
imports of gold since 1900 (about 20 crores a year average) and the sovereigns 
which have come from Australia it is reasonable to infer that much has gone 
into hoards, as nothing approaching such an amount could have been used 
for the arts, etc. Gold could be loaned to the Reserve Bank for a term of 
years at agreed upon interest and be repayable in the currency of the country, 
or in gold at the option of the Reserve Bank. Dtiring the currency of the 
loan it might be possible for the Reserve Bank to accumulate gold and repqy 
in gold if required. 

Gold Certificate Scheme .—I am doubtful of the efficiency of such a scheme. 
For instance, if say 26 crores were deposited and a waVe of no confidence 
swept the country inducing complete realization of the Certificates in gold, 
the reserves would be in a chaotic condition. On the other hand if the national 
spirit bepame highly developed, such confidence might be created, and the 
investment habit become so popular that renewals of the Certificates or the 
nature of partial repayments might be left to the discretion of the bank. In 
this event a scheme on the lines of the Postal Cash Certificates would meet the 
case. 

Q. 2. What do you think of the proposal for negotiating a gold loan with 
U. S. A. against our silver assets 1 U. S. A. wishes India to stop her silver 
sales. India may agree if she is given a gold loan of Rs. 20 crores (say, 66 
million dollars) against our surplus rupees. Do you not agree if the negotia¬ 
tions bear fruit, the position of our currency re.serves will be considerably 
strengthened ? 

Sir Obaome Smith : A Gold Loan means repayment in gold and pplfifis 
such a loan were for a very extended term of years and with a wide optipp|i^l 
maturity, I fear it would be dangerous to India. In addition India ca.n borrow 
more favourably in London than New York and a further disability is tl^p 
established fact that after issue Dominion Loans are immediately seqt ^ 
Irfmdon for sale even at a loss and the effect of this policy is to transfer 
make dearer further London flotations (Australian and State Lopns fpr 
tanoe). I can see little hope fqr such a loan until the Reserve i^nk cpi)^ 
into being, then it nu^t be fpasibln by reaepp of th,e o.p-!^erMwn of ttcsprRp 
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Banks and Goveraments. Possibly from a silver stability stand-point and also 
frr)m a Tra,de stand-point such a loan would be advantageous to both countries. 
The only scheme I can visualise being successful is for producers to form a 
silver pool giving the United States of America the sole selling option and dis¬ 
tributing proceeds prorata to all depositors ; under such terms and upon a 
deposit of India’s quota the United States of America might possibly favour¬ 
ably consider a gold loan. 

Q. 3. Now, with some gold by loan and with such gold as we may obtain 
by tapping the Indian hoards, through some scheme or other if it be possible 
to attain the level of the gold reserve prescribed by the Hilton Young Com¬ 
mission, do you agree that your essential condition of a substantial gold reserve 
for starting our Reserve Bank comes to be fulfilled ? 

Sir Obaome Sfnith : Yes. The main obstacle would be surmounted if 
adequate gold were subscribed but in view of the catastrophic faU in silver 
and its now proven instability, I would recommend a higher gold and gold 
securities percentage and a lower silver percentage in the reserve to start 
with than recommended by the Hilton Young Commission. 

Q. 4. From your experience of the Central Banks of other countries, and 
your knowledge of the particular conditions in India, what do you consider 
to be the essential principles to be kept in mind in regard to the functions, 
and constitution of a Reserve Bank in India satisfying the “ cautious sound 
lines and reserve requirements on a firm unshakable basis ” as suggested by 
you ? 

Sir Oabome Smith : The Reserve Bank should control currency credit and 
exchange and be absolutely free from political control. I favour business in 
ready and forward exchange and general open market operations in con¬ 
formity with Government programme of requirements. An adequate per¬ 
centage of time and call liabilities of member banks must be deposited with 
the Reserve Bank. The general lines of the 1927 Bill should be followed as 
the provisions represent my ideas and I emphasize it must bo a Shareholders. 
Bank. 

Q. 5. In order that the Reserve Bank proposal may materialise at an 
early date what are, in your view, the preliminary steps to be taken ? 

Sir Oabome Smith : Formulating the necessary legislation and accumula¬ 
ting the Reserves and so establish the confidence of the rest of the world in 
India’s financial position. 

Q. 6. I hope you will be able to give us some valuable suggestions regard¬ 
ing a point which you have not dealt with in your memorandum. It has been 
pressed on the attention of the Committee by some witnesses that in opening 
branches in the up-country stations the foreign exchange banks are putting 
up a competition against the indigenous joint stock banks. It has been 
protested against by the Indian banks on the ground that it is hardly fair 
that the foreign banks which enjoy a practical monopoly of the exchange 
business should make serious encroachments even in the internal field of 
banking business. The point is particularly emphasised that it is impossible 
for the newly started Indian banks to continue for any length of time against 
the serious competition of the branches of formidable and resourceful Exchange 
banks. We have received evidence on the other hand that the competition 
created by the establishment of branches has proved salutory to traders and 
industrialists as it has tended to lower down the prevailing rates of interest. 
Such a view, however, may be criticised on the ground that this apparent 
'benefit will prove detrimental to the banking development of the country in 
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the long run Dy way of putting a brake on the banking enterprise of the nationals 
of the country. In view of this criticism how would you think of the idea 
that on the basis of an agreed convention the exchange banks should hence> 
forward cease from opening branches in up*country centres and thAt th^ 
should restrict their operations exclusively to the financing of exports and 
imports within the areas of the port towns and not engage themselves in th® 
matter of financing inland trade. 

Sir Oabome Smith : Banking is a public utility and the mote sound institu¬ 
tions to choose from means more favourable rates of business to the commu> 
nity. Success then follows management efificftncy. I am not in favour of 
any restriction except against instability. 

Q. 7. The Comipittee have provisionally arrived at the conclusion that an 
Indian Exchange Bank should he established with State assistance at the 
initial stage and one of the proposals is that this institution must “ exclusively 
handle the work connected with the foreign remittances of the Government ” 
under the direction of the Reserve Bank, which will take the place of the 
Controller of Currency, in deciding the rate at which such remittances can be 
made. Do you anticipate any difficulty in giving practical effect to this 
scheme of giving monopoly of governmental remittance to the proposed Indian 
Exchange Bank ? If so, Vhat may be the specific difficulties that you think 
would stand in the way andean you suggest any means by which these di£B-- 
culties may be obviated ? 

Sir Osborne Smith : On the ground of expense primarily, I am utterly 
opposed to Government putting up capital to develop a bank in opposition to 
established institutions which are well run and provide cheap and efficient 
facilities. It seems to me that such would be an expensive and superfluous 
luxury, aggravated by the sane conclusion that Government Exchange 
operations should be absolutely within the province of the Reserve Bank 
when established. To give such a bank a monopoly of Government business 
would not only penalise the tax-payer but it would also retard the Reserve 
Bank from exercising a proper control over credit. 

Chairman. : You say it would penalise the tax-payer. Will you kindly 
develop the point ? 

Sir Oabome Smith : I understand the proposition is that Government 
should put up the capital. 

Chairman : When we say that the State will put up the capital it does not 
mean that that capital will be interest free. Whatever interest has to be paid 
on that capital will have to come out of the profits of the concern. Therefore, 
how does the question of penalising the tax-payer arise ? 

Sir Osborne Smith : I should say that the country is not in a position to 
put up the capital for any such unnecessary enterprise. 

Chairman: That is another point. The question of penalising the tax¬ 
payer does not arise. If, for example, Government borrows in the market in 
India or outside India and puts up capital in that way, and if the bank finds 
adequate interest on the capital, that is not penalising the tax-payer. 

Sir Oabome Smith : It seems the general impression is that to do exchange 
business is the royal road to fortune. My idea is that there is considerable 
risk in doing it. There is nothing to say that it will he a success. 

Chairman : Your point is that this bank, if established, will not be able to 
earn a sufificient sum of money to provide an adequate return, on the capital 
provided by the State. 





: It is problomatical vtethKcit xmuld. If tnv eKohaa^ 
teeiks Ai« mskiiig aome profit it is because of efficient management. I aea 
a^iidply assuming it on the groundthat otherwise they would not have oontinued 
to do the business, 

Chairman: Suppose a State Exchange Bank is established with capital 
borrowed by Government, and Government manages to secure a first cltoe 
manager. What would be the difficulty. 

Sir Osborne Smith : I do not say it would not make a profit. Why have 
a duplication ? The Reserve Bank could perform all its functions. 

Chairman : That is anotner question. It may be admitted of course 
though there may be a dispute as to whether the exchange banks are serving 
the needs of the country very well, that a very large sharp of the foreign trade 
of the country remains in the hands of non-Indians. That is not a desirable 
outlook for the country. It is learnt from books that one result of the estab¬ 
lishment of the Yokhohama Specie Bank undoubtedly was that a greater share 
of the foreign trade passed into the hands of the nationals of Japan, and, 
therefore, it has been suggested, from the point of view of the ultimate good of 
the country, that we ought to foster the establishment of a State Bank. It 
should be clearly understood that all that the State does is to provide the whole 
Or part of the capital. It is not a question of State management. We want the 
best management free from all interference by the State or by political insti¬ 
tutions like the legislature. I do not think there is any dispute on that point 
bowever we may differ on other points. 

Sir Osborne Smith : I cannot conceive how you are going to get jrour Board 
of Directors free from political control if capital is to be subscribed by the State. 
That seems to be one of your essentials. Further, I am not against an Indian 
Exchange Bank at all; far from it. What I am against is the State putting «p 
the capital. WTiy should not the Indian banks subscribe the capital and crewte 
their own bank 1 

Chairman : Suppose you get them to start an exchange bank. WouM you 
object to the Reserve Bank giving that institution a monopoly of State remrt- 
tances. 

Sir Osborne Smith ; Yes, that should be within the province of the Reserv® 
Bank. 

Chairman : How would the policy of the Reserve Bank be affected if it is 
laid down that the new Exchange Bank should do Government remittance 
business under proper safeguards. 

Sir Osborne Smith : I should think it would because the Reserve Banik is 
apt to lose its grip over the internal and external credit of the country. 

Chairman : Would you develop it ? 

Sir Osborne Smith : I know you have in mind the Yokhohama Specie 
Bank which is not a Reserve Bank. 

Chairman : You obviously know that though the Bank of Japan is supposed 
to be a Reserve Bank, it does not actually deal with that part of the business. 
How will it in any way interfere with the Reserve Bank discharging its duties 
properly if it is definitely decided that Government remittance should be 
msinaged only through this new Indian Exchange Bank. 

Sir Osborne Smith: I cannot see any reason for the duplioation or fer 
curtailing the power of the Reserve Bank to perform its primary doty. 
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Chairman -; li am simpl^jr trying to get mfonastion. Onfi aq^estlon wbifiii 
bos- been made to us is this. Siy>po8e Oorermoent wahts in any one year to 
remit to London £50 millions. Tne Reserve Bank will know the amount to bo 
remitted by Government - of course the amount nuky vary in the course of tin 
year—^but taking £60 millions as the amount the lieserve Bank makes arrangO' 
ments with the new Exchange Bank for the remittance of this amount. It 1 m 
even been suggested for the matter of that that the Reserve Bank willfunotiou 
in the same manner as the present C!ontroller of Currency, It will- siim^ 
obtain this remittance on tender, and it will give a preference to this new Bac^ 
change Bank. 

Sir Osborne Smith : Why could not the Reserve Bank do all this ? 

CJMirrnan : That is a very pertinent question, I fully see that, but what are 
your objections to the other thing ? 

Sir Osborne Smith : It is superfluous. You must realise that the yokhfl- 
hama Specie Bank was given this business before any Reserve Bank was 
formed in Japan at all and there is no evidence that it does the business more 
efficiently than the Reserve Bank would. 

Chairman: I think it is not for me to question your facts because you know 
more about them than I do. My information is obtained from books, but to 
the best of my recollection both the banks were started more or less together 
and when it was started, the Bank of Japan was not given this business. It 
was given to the Yokhohama Specie Bank, the reason being, as stated in books, 
that exchange between Japan and western countries was liable to very large 
fluctuations, and Japan had at that stage very large foreign payments to make, 
and, therefore, this particular business was handed over to the Yokhohama 
Specie Bank. The Bank of Japan was not allowed to do this class of busmess, 
and the only thing it did was that it lent money to the Yokhohama Specie Bank 
for its working requirements at concessional rates of interest. Therefore, there 
was no duplication there, but it is not wholly comparable. Here the funda¬ 
mental idea is that the Reserve Bank should also be made responsible for ex¬ 
change, but having done so it should manage Government remittance through 
this contemplated bank. 

Sir Osborne Smith : I must disagree -with the view in regard to the starting 
of the bank. My information is, I am not quite sure on the point, that the 
Yokhohama Specie Bank was started two or three years prior to the othqr 
bank. There must be very close co-operation between these two banks— 
as a matter of fact the Yokhohama S^cie Bank must act as an agent for the 
Bank of Japan in regard to exchange transactions. I do not see how they can 
work otherwise. 

Sir Purshotamdas Thakurdas : Suppose that can be done, there is no objec¬ 
tion ? 

Sir Osborne Smith : T can see no insurmountable objection to the proposal: 
my opposition being on account of duplication causing unjustified expense and 
the restriction such a seijarate institution would impose on the Reserve Bank's 
control at credit. 

Sir Purshotamdas Thakurdas : In the morning we discussed this very fully. 
Had I not been in the chair I would have taken part in the discussion. Sn: 
Osborne Smith bpgan saying that the case of Japan is a bad precedent on -which 
to fall back. Suppose we concede that. Is it any good telling India the cosp 
of every other country is somewhat quite different and it cannot be taken as 
«n example ? Japan stkrted the Yokhohama Specie Bank, gave it . the total 
exchange business, and we know where they are to-day. In India there could 
have been banks which should by .now have established tketaoelves strongly 
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These are the condjtioQs as investigated by the Townsend Committee; 
and under so many safeguards the Imperial Banh have given us accom¬ 
modation up to 54 lakhs only. 

Mr. Lamond: That was the position at the time the Townsend Com¬ 
mittee reported in 1927. 

Mr. Ramadas Pantulu: You have not taken any co-operative paper 
since then. Do you think that the Imperial Bank runs any great risk, 
after having heard all the conditions which I have just read to you? 

Mr. Lamond: These conditions are now withdrawn. 

Mr. Ramadas Pantulu: We have not asked for a relaxation of those 
conditions. With regard to overdues Mr. Damond has not given any con¬ 
solidated figures for central banka. 

Mr. Lamond: I will read out to you a short account of the Tinnevelly 
District Bank: — 

“Dewan Bahadur S. Kumaraswami Reddiar, M.L.C., thanked the 
-Toint Registrar for his suggestions and said that it was useless to depend 
upon Unions for collections. In 1929 out of arrears of Rs. 3,50,000 only 
Rs. 16,000 had been collected. At that rate it would take centuries to 
collect all overdues. Even the remedy of the Joint Registrar he thought, 
would not be of much benefit, but something had to be done. He felt 
slrongly that a Government officer should be entrusted with the collec¬ 
tion instead of panchayatdars. In these days of demand for Swaraj it 
was a disgrace to them to be unable to manage their affairs properly. 

“The 'J innevelly District ‘ Board had invested large sums of money in 
the District Bank, and unless the Bank was kept in a safe condition so 
as to retain the confidence placed in it, the Board would have to with¬ 
draw their money. He appealed to them not to allow things to drift 
to disaster, but to do something to help the collection of overdues.” 

Mr. Ramadas Pantulu: I am talking about the position of the Co¬ 
operative central banks, and in this connection I would just read out to 
the Committee what the Madras Provincial Banking Enquiry Committee 
have to stay. 

In paragraph 355 of their report, they say: — 

“The credit so made available at a flat rate of per cent, was to be 
utilised for short-term loans and for the fluid resources of those banks. 
The losses made by central banks from the rural credit societies whose 
pronotes were thus pledged have been entirely negligdble; with one or two 
rare exceptions of trivial sums ho dues from unlimited liability credit 
societies to central banks have been written off. It must therefore bo 
taken that these pronotes are good security. That they are less readily 
realised in a crisis, than trade bills Or Government paper has not been 
disputed but they are probably more readily realisable now than they 
were a few years ago, for the proportion of short term loans is steadily 
increasing.” 

In view of the findings of the Townsend’s Committee and the Madras 
Banking Committee, which I have just read out to you, Mr. Pochkhana- 
wala, do you still adhere to the answer you gave this morning to Mr. 
Lamond ? 

1107. Chairman: When you made that statement to Mr. Lamond. 
your opinion was given more or less ex parte? —Yes. 

voL. in 
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and firmly. I do not think there is any need to discuss the question whether 
we should do anything or not to secure to the nationals of the country their 
due share in the financing of the foreign trade : I look upon that as an axiom, 
for even the foreign experts had to agree that it is desirable, and that it may be 
solved. What I am looking forward to is—what is the best method which you 
advocate ? Sir Osborne Smith says : Start an Indian bank. But at the 
same time, in reply to Mr. Manu Subedar this morning, ho said that any Indian 
bank which you can start with private capital would not be able to hold its 
own : in fact, the words he used were that it was a competition as between 
a lion and a lamb. 

Mr. Manu Subedar ; I used this comparison. 

Sir Purshotamdas Thakurdas : I may be mentioning a very simple truism, 
but can Sir Osborne Smith name to us any other country in this civilised world 
which has circumstances comparable to those existing in India to-day ? 
There is no country that you can name. Then, what is our solution 1 

Sir Osborne Smith : As I have already said, I quite favour the establishment 
of an Exchange Bank here. But, as I have said already, it should not be with 
Government money. If exchange business is a royal road to fortune I think 
there must be sufficient money available for the establishment of a bank. 

Sir Purshotamdas Thakurdas ; If a now bank is established by private 
enterprise, do you really think that it can stand the competition of the 19 
foreign institutions with all their accumulated capital and reserves ? 

Sir Osborne Smith : If you have the confidence of the Indian public theft 
there should be no difficulty. 

Sir Purshotamdas Thakurdas : How is that confidence to be created unless 
the bank has worked for, say, 5, 10 15 years ? Take a most notable board: 
if they put up a signboard and started a bank would they cany the same 
weight and prestige as the foreign banks ? Certainly not. On the other hand 
the existing banks would try to kill this new institution, which would not be 
unnatural, which would only be human on their part. Therefore, India is in 
a peculiar position, and if she is not to bo left behind and should make up the 
lee way which has to be made up, you have got to make a start now. Any 
postponement will only still more complicate the situation than it is to-day. 
I will now deal with the objections. First, capital. If exchange business is 
a non-paying business, I certainly think that there wiU not be this anxiety 
©n the part of the vested interests that tho State should not come in. 

Sir Osborne Smith : I do not say it is a non-paying business. But it requires 
very efficient management. At one time—say, 20 years ago—it was a soft 
thing ; you could not fail to make money. I think you will agree that no great 
fortune can be made at tho present moment. 

Mr. Buckley : In the days gone by exchange banks cannot deny that larg® 
profits were made. That was before and during the war, but tho increased 
competition since has brought down the profits to such an extent that there is 
not the profit on the exchange business there used to be. It .>is a very 
difficult business, there are plenty of risks in it. Funds are locked up in 
exchange but money is only made in interest. 

Sir Purshotamdas Thakurdas : If a bank is working on reasonable lines, it 
need not lose. 

Mr. Buckley : I maintain that the present time is not the time to start a 
new institution. I can assure you we are having the thinnest of thin 
times, but when things get more normal, I see no reason why an Indian 
Exchange Bank promoted by private enterprise, Indian merchant 
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putting up the capital, abould not succeed if the national sentiment is strong- 
enough to support it whole heartadly. As for the idea that foreign banks 
are very strong and would crush such a new institution, I submit ta 
you that had' they -wished 'to keep out other exchange banks they 
could have done so. Dutch banks, Japanese banks, the Eastern Bank, 
the P. and 0., they all have come into the market, and make a living. 
If the Indian import and export merchants decide to support the new 
Indian Exchange Bank, it should make suf&cient profit to succeed. 

Sir Purshotamdas Thakurdae : You mentioned a few institutions. You 
know that the Japanese Bank was opened here on the strength of the protection 
given to exchange banks in Japan. They did not do much of non-Japanese 
business. 

Mr. Buckley : I can tell you the reason -why the Yokohama Specie Bank 
thrives. Most of their trade is done in such a way that all bills must be 
negotiated through the Yokohama Bank. This is not the case with British 
banks. In the case of iny own bank a large percentage of bills drawn on 
London go through other baiiks because there is no stipulation in the credit 
that bills must go through my bank. 

Sir Purshotamdas Thakurdas : You could not compete -with the Japanese 
because they have got their needs secured at the other end. There is no ques^ 
tion of your killing even if you wanted to. The Dutch Bank has come on 
because of increase of business. 

Mr. Buckley : They do a specialised business in the trade between their 
countries and India. They do not do much general business. 

Sip Purshotamdas Thakurdas : The Eastern Bank is a British Bank. How 
could you compete with it and kill it ? 

Mr. Buckley : I am sorry I cannot explain. We own the P. and 0. Bank, 
yet they compete -with us. 

Sir Purshotamdas Thakurdas : I would take it for granted that it does not 
make the task of the Indian any the lighter or any the pleasanter. What I 
say is—do you with your experience think that an Indian Exchange Bank 
started by private enterprise and working in an ordinary manner can estab¬ 
lish itself ? 

Mr. Blackley ; I do provided you have efficient management and do no^ 
look for large dividends at the beginning and buUd up reserves. But it is 
absolutely necessary that it should get the support of the Indian mer¬ 
cantile community. 

Sir Purshotamdas Thakurdas : Was that support available to the Tata- 
Industrial Bank or not ? 

Mr. Buckley. —I cannot discuss it. My brother was the General Manager 
of that B.^nk. 

Sir Purshotamdas Thakurdas : It was a bank which had everything you 
named except one thing, namely, it did not get the facility which it should! 
have got from the other exchange banks and from the Secretary of State. 

Chairman ; The Secretary of State should be removed under the conditiom 
we are envisaging. 

Mr. Buckley: In what way did the Tata Bank not get support fronb 
other exchange banks ? 

Sir Purshotamdas Thakurdas : In many ways. 



Mr. BuekiBff : Kaihiaag was done by tha exokange banka. 

Sir PursJiotamdaa Thakurdaa : I am talking of the Seretary of State’s remit' 
tances from there. 

Mr. Buckley. That was a special case. I understand that the Secretary 
of State wrote a very nice letter explaining the position and said that they 
VQuld be put on the list at the first available opportunity. 

Sir Purahotamdaa Thakurdaa ; It was some 2 or 3 yeara ago. My point ifi 
this. It is a case where there were all the qualifications you named. 

Mr. Buckley : I anbmit, when it started, it did not get the support of tha 
Indian mercantile community. 

Sir Purahotamdaa Thakurdaa : What percentage of exchange business 4i4 
they do in Calcutta in the first and second year ? They made one lakh of 
rupees ? After paying for the expenses that was the profit on the exchange 
business they cfid in Calcutta- We had all the support which we could 
expect from the Indian mercantile community. 

Mr. Btickley : No, because at that time Indian firms were still doing thei^ 
business with exchange banks. 

Chairman : I am concerned about the relations between the Reserve Ban^ 
and the Exchange Bank. It would be useful to know if the Reserve Ban*^ 
would be able to meet the situation in future if we accept the particular provr 
sion in the Reserve Bank Bill with a slight modification. 

Sir Osborne Smith : I cannot see any necessity for an Indian Exchange 
Bank if the Reserve Bank is going to be an Indian institution. The Reserve 
Bank is perhaps going to be under Indian control; then why have another one ? 

Chairman ; Apart from ihat objection, have you anything else to Say on 
this particular point ? If there is a certain bank which acts as a subsidiary 

the Reserve Bank and does Government remittances for the Reserve Rank, 
how would it affect the profits of the Reserve Bank ? 

Sir Osborne Smith : It would merely be a department of the Reserve Bank? 

Mr. Khaitan : The Chairman has just drawn your attention to a certaiii 
fllause in the Reserve Bank Bill with which you are very familiar and whicb 
1 aball read to you : 

“ The purchase from and sale to scheduled banks and persons approved 
by the Board, in amounts of not less than the equivalent of one 
lakh of rupees, of the currencies of such gold standard countries 
as may be specified in this behalf by the Governor General in 
Council by notification in the Gazette of India, and of bills of 
exchange (including treasury bills) drawn in or on any place in 
any such country, and maturing within ninety days from the 
date of such purchase, inclusive of days of grace ; and the keep¬ 
ing of balances with banks in such countries.” 

The Chairman is apparently under the impression that under this clause the 
^leserve Bank would be able to enter into the day-to-day operations of exchf^nge 
with the public and any member of the bank who does export or import 
business. 

Sir Osborne Smith : I think that class of business should be avoided, 

Chairman : I mention that business because you said that the Reserya 
Bank could do that business. There is only one clause under -vdiich they can 
'do that business and I wanted to know what you were refoRing to. 
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Xf'. KltaUtUi ; You 'do 'uot tkiok t)M4 tinit caaMes S^seive Bwaic to* 
enter into the day-to-day operations of exchange. If the customer baa, 4n 
respect of all kinds of bilk, to come to the Beseive Baidi, do you think it would 
1)6 admissible for tto Reserve Rank to do it ? 

Oabotne Sfnith : I ^ink ; otherwise, etiickange banks would 
^ %eh'bdsitihBs altogether. TheReselrve ShouM have the p0W6t'h«fc 

i^bnld be sparingly used. 

Mr. Buckley : That is an emergency clause. 

Mr, Khaitan : This provision is to enable the Reserve Band: tobsVe oontitfl 
ovOT exchange opera/tions when they deem fit. 

iitr Osborne Siriiffi : Yes. 

Mr. Khaiian,: Secondly, 1 would draw your attention to the fact ibat 
theSre is a minimum limit of one lakh of rupees. Now the bilk in the jute 
trade are in respect of 260 bales, and 260 bales at the present rate means 
Rs. 7,600. Under this clause there must be at least 13 bilk with one merobant 
on one day before he can go to the Reserve Bank and sell the bills. 

Sir Osborne Smith : These should go to the exchange bank. 

Mr. Khaitan : Again the clause says that the bilk will be in the currency 
of such gold standard countries as may be specified in this behalf by the Gov¬ 
ernor General in Council. The Governor Gloneral may specify only England 
under this clause. I do not mean to say that ho will do so, but he has the 
liberty to do it. 

Sir Osborne Smith : That means countries with stable currencies. 

Mr. Khaitan : What do you think of Australia at the present moment ? 

Sir Osborne Smith : Not much. 

Mr. Khaitan : Therefore, in respect of trade done with Australia, this 
provision will not enable merchants to go to the Reserve Bank for their exchange 
operations. 

Sir Osborne Smith : I think I mentioned gold exchange countileB. 

Mr. Khaitan ; You will remember that the exchange of Japan was not- 
stable. 

Sir Osborne Smith : I was under the impression that such countries cotne- 
nnder official management. 

Mr. Khaitan : I want again to draw your attention to the words “ and 
maturing within ninety days from the date of such purchase Supposing 
I draw a ninety days’ bill to-day, it will not mature until 108 days are over,. 
Eighteen days are taken in transit, then it has to be presented and accepted. 

Sir Osborne Smith : It is stdl classed as a ninety days’ bill. 

Chairman: Therefore, we come bewk to the proposition with which we 
Btarted. You said that in future the Reserve Bank itself would be able to 
■solve the position and that there was no need to duplicate the banks. You 
now admit that proposition is not wholly correct ? 

Sir Osborne Smith : There are other banks that could do the busineBs. 

Chairman: There may be other banks, but the difficulties in the way of 
Other banks continuing to do ihe businessTor all time to come has idready been 
put before you by the Vice-Chairman. 
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Sir Osborne Smith ; What I meant was that the Reserve Bank should do 
all Government exchange business, not all the exchange business in the country; 

Chairman : In fact I began by asking you what the objections were to the 
Reserve Bank doing all Government business through a subsidiary bank, 
mmely the contemplated new Exchange Bank. I shall not call it a State 
Exchange Bank, because apparently you are very strong on the proposition 
that it must not have any capital from the State. So we shall call it an Indian 
Exchange Bank. 

Sir Osborne Smith ; It would merely bo a department of the Reserve Bank. 
Is not that your idea ? 

Chairman : Those ideas of ours are not developed. Some have said that 
the Reserve Bank will sell weekly Government remittances only to this bank 
and then this bank will thereafter operate in the same way as an ordinary 
exchange bank. There may be objections to it, I do not know. The other 
thing may be that in respect of Government remittances this bank would be 
in closer touch with the Reserve Bank. If this bank does not come into 
existence, then the Reserve Bank would settle Government remittances 
through the existing exchange banks. Would not that be the case ? 

Sir Osborne Smith : Yes. 

Chairman : It would go on buying exchange from day-to-day and thereby 
it would extend its portfolio, from which it would be able to meet Government 
remittances. Suppose instead of doing that, that part of the work was done 
by a subsidiary, i.e., the new Exchange bank. The work would be done really 
in a portion of the new Indian Exchange Bank which would be a department of 
the Reserve Bank. Would you see any objection to that being done ? There 
may be objections to the Reserve Bank ab.solutely selling aU Government remit¬ 
tances to one particular institution and so to say, giving it a monopoly. The 
foreign experts have drawn attention to certain difiBculties, I do not want to 
keep back anything from you. It may happen that if this monopoly were 
given and the operations went on independent of the Reserve Bank, then the 
ireedom of the Reserve Bank will disappear. The Reserve Bank when it 
operates in regard to Government remittances, as I understand the position, 
need not disclose its operations. That was brought out in Governor Norman’s 
evidence before the Hilton-Young Commission. It may go on doing that 
and increasing its portfolio of foreign exchange bills and out of that it may 
meet the requirements of Government. If instead of doing that it wore to sell 
all Government remittances to the new Exchange Bank from week to week, 
it is possible that there might be some inconvenience. I do not know if you 
apprehend any such inconvenience. 

Sir Osborne Smith : I do not think so. 

Chairman : So far as I am concerned, this clears up the position, i.e., 
you see no insuperable difficulty in the Reserve Bank operating in this manner 
in regard to Government remittances, viz., its selling every week something 
to the new Exchange Bank and to the new Exchange Bank alone. Thereafter 
the new Exchange bank passes it on to the market. You do not think that it 
is likely in any way to hamper the proper operations of the Reserve Bank in 
regard to one of its cardinal functions, namely the maintenance of exchange and 
the meeting of Government remittances. 

Sir Osborne Smith : I see no objection other than expense to its operating 
closely with the Reserve Bank. I should say that the Reserve Bank will 
have to control its operation. 
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Chairman : Then we come to the other thing, i.e., instead of selling weekly 
a certain sum of money to this new bank, the new bank or the department 
will be an agency of the Reserve Bank in this respect, and the Reserve Bank 
will purchase all its exchange through that bank. At least that is how it 
struck me. The two things are slightly different.' In the one case, the Reserve 
Bank every week sells, say 3 millions on behalf of Government, the new bank 
tajces over those three millions and disposes of the three millions in the market. 
That is the monopoly of the now bank. We have been told that this may 
interfere with the proper operations of the Reserve Bank which must not be 
disclosed from week to week. The Reserve Bank should go on buying exchange 
for Government from week to week or month to month without disclosing 
that position to the outside market. If it were to make a regular arrangement 
of selling the three million to the new bank, the difficulty mentioned about 
diMlosure would arise. But it might be met by arranging, as you yourself 
said, that in regard to Government remittances, this new bank would operate 
as a department of the Reserve Bank. To that extent its operations would be 
actually controlled by the Rt serve Bank. The Reserve Bank when it is pur¬ 
chasing exchange would simply say : “ This week you go and buy so much, 
and we will be responsible for the purchase ”. Do you see any objection to the 
contemplated arrangement ? 

Sir Osborne Smith : I caiuiot see any objection, but I cannot see any 
advantage except that the subsidiary bank can do some business for the 
Reserve Bank which it could just as readily do itself. 

Chairman : That is the Intention. If it does some subsidiary business, some 
of my colleagues think that it would be to the best interests of the country. 
I am simply trying to clarify in my own mind what would be the best arrange¬ 
ment for the sound working of the Reserve Bank. As it is, according to the 
first arrangement there may he duplication, i.e., the Reserve Bank every week 
sells exchange to this particular bank, the latter takes it over and passes it on 
to the market. (iNam referring'to Government remittances). On the other 
hand, if that bank were not'in existence, there would be a separate depart¬ 
ment to do that particular class of work. Suppose we arrange this particular 
department to be under the new bank ; even the duplication part will disappear 
and my question is whether according to either of the arrangements there 
would be an interference with the operations of the Reserve Bank. We admit 
that it should be one of the cardinal functions of the Reserve Bank to maintain 
Exchange and meet Government remittances. I am not wedded to any idea ; 
with your kind assistance, I am trying to understand the position and one of 
the arguments used by the foreign experts was : “ If the Reserve Bank week 
after week bought exchange then its operations would come to be well known 
and if it made the practice of buying something every week through a 
particular bank, it may not be able to operate in the market with that secrecy 
which may be essential for the purposes of the Reserve Bank.” Cannot that 
part of the objection be met by the particular department of this new bank 
which deals with Government remittances working as a branch of the Reserve 
Bank or a department of the Reserve Bank ? 

Sir Osborne Smith : At the same time I cannot see why the Reserve Bank 
ahould not do it itself. 



Asvovt dtdiacitHdioni with SeiaeMutstiveB of the Boeid. 


Monday, the 30th March 1931. 

Chaiiman ■ Mr. Hannay, in the various Provincial Banking Bnquiry 
'iCoinmftteeB’ Beports proposals have been made that railways should main- 
warehouses, and proposals have also been made that railway receipt* 
Alould be made negotiable documents to enable banks to make advances. 
1 should like to ask you a few questions in regard to these matters. In 
the case of independent warehouses organised by private ente'rprise wo 
have decided that there should be a licensing authority in each province 
consisting of a Committee of one Government officer and representative* 
of local business interests (including agriculture especially for up-ooimtry 
areas). If Eailways agree to help in the matter of godowns and ware- 
houses, the relations between the Committee and the Bailway, administra¬ 
tions will hove to be considered. Is it possible for the Eailways to do- 
anything in the matter? 

Mr. Hannay; I should soy it is a very difficult problem. We will have 
to imjirove the existing accommodation and increase the staff and so on 
'to protect the goods from theft, etc. 

Chairman; Why should it be a difficult business. 

Mr. Hannay: Because, ordinarily our accommodation at most of the 
stations is inadequate now. There are certain places where there is a 
certain amount of spare room, such as in places like Howrah and Lucknow, 
but generally the provision of extra suitable accommodation will entail 
the acquisition of more land or the building of upper stories to existing 
godowns and goods-sheds with the provision of electric hoists, etc. 

Chairman: Your point is that it would entail a certain sum of money 
by way of additional expenditure on the acquisition of more land, construc¬ 
tions of buildings, etc. 

Mr. Hannay; Y’es, to a considerable extent. 

Chairman: That is the only difficulty? 

Mr. Hannay; It is a little difficult for me to say. We shall have to 
examine the question in greater detail. I take it that we would have to* 
issue warehouse receipts of portions of larger consignments received by 
us, which would be possibly split up. I'his would mean increase in the 
staff, required for keeping the books and so on. Probably the buyers and 
sellers will also require samples to be taTien out for purposes of transacting 
sales. I might say that this is now done at Calcutta to a limited extent. 

Chairman: Have you got a warehouse in Calcutta uow? 

Mr. Hannay; We have only got our goods-sheds in Howrah and within 
'the period of 48 hours, that the goods may be there, the merchants come 
in and take samples of the consignments which are sold before we make 
delivery of the goods. Sometimes the railway receipts change hands 8 
or 4 times even it is only for a short period of 48 hours at the most that 
the goods are kept in the goods-shed after arrival at the destination. I 
have heard that in the Calcutta Port Commissioner’s tea warehouse when 
tea arrives, samples are taken and tea auctioned and then despatched to- 
the buyers. 
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Chairman: Part of our scheme is that there should be trained and cer- 
graders at all these warehouses. Would that not cover your difficulty? 
Once this grading is made it will be known what sort of stuff the conSigzi- 
ment) coiitains and so on. 

Mr. Hanna]): I expect there will still be difficulties in the way. 

Chairman: Further you will have to arrange for the insurance. 

Mr. Hannay: That is a point which we thought of too, but who will 
lake the risk? Do you niean to say that our charges should cover that 
ri&'.as well? 

DfeaimaJi.;’!. think that,is the intention. 

Mr. Hannay: Will not the Provincial Governments pay that? 

Sir Purshotamdaa Thakurdaa: The man who uses the warehouse will 
htfv't'to p&y for it ultimately. 


Mr. H an not I: Then .there is-the point whether the Railways wdl bo 
entitled „to dp.-it under the Railway Act. That will need examiiiation. 

0iairman': Do you mean to say thht th^ Railway Act, .will, stand in 
the way? 

Mr. Hannay : We have not considered the point. 

Chairman: That difficulty is not after all insuperable. The Act could 
(j^.^npnded jf necessary if it is found to be in the larger interests of iltHo 
xsountryj 

Mr, Hannay: That is so. 

Chairman: The othe^ point is that Railyvays will have to store goods 
^whibh are not bpoked .from one station to another. At the present mo- 
mgut you receive go<?ds in the shed only when they are to be sent from 
one station to another. 

Mr. Hannay :‘Yes, we at present only receive goods for despatch from 
-one station to another station. 


Chairman: Then again there is the question of the risk from wastage 
while in the godowns. 

Mr. H'anndy: Thai is so. 

Chairman: And your charges cover that also? 

Mr. Hannay: present such consignments are covered by the terms 

in the risk note. . Wp do not accept risk on all consignments. I do not 
know whether you want us to bear wastage risks as well? 

Chairman: I should think so, ..Otherwise,! do not see how you can 
work out the scheme. 


Mr. Hannay: Not unless-risk notes are issued to cover such'wastage. 

Mr. Khaitdn: As the Chairman has told you this point has been brought 
to our notice by several of the Provincial Banking Eni^fiiry Committees 
and it is, thought that the. development of .warehousing, business-would be 
convenient not, only for the. pu^OTe of, oaring on int6mal trade, more 
pfficieiitly and. econopaically , but Also to afford better, ba^ihgt facilities 
by making the warehouse receipts ko granted negotiable instruments to 
enable bapk^ to advemce moneys. on them. To begin .with the scheme 
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could be tried at certain specified places and if the same is found sucoesa^ 
ful the scheme could be extended to other places as well. The whole 
idea is that instead of waiting for a maximum period of 48 hours goods 
and merchandise could be kept there indefinitely imder the control of the 
Bailway administration or otherwise for which a receipt is issued by the 
warehouse which is made a negotiable instrument. Do you think there 
is anything intrinsically wrong or undesirable in that procedure ^ 

Mr. Hunnay; It is difficult to say without having had time to examine 
the question thoroughly. Bailways would naturally be" very willing to 
do everything possible to encourage trade and industry but ^t is impos¬ 
sible for me to say as yet whether and to what extent we could do it. 

Mr. Khnitan: Those would be matters for discussion after which rules 
could be framed regarding the working of these warehouses. 

Mr. Hannay : So far as the question of transferring goods from the 
existing goods-sheds into the proposed warehouses is concerned,'I do not 
anticipate any difficulty. 

Mr. Khaitan; There will not be any difficulty. Warehouses could be 
arranged to be constructed along the railway line itself so that goods ooul^ 
be unloaded and the work of your present goods-shed could thereby be 
considerably reduced. 

Mr. Hannay: There may be local difficulties as well, want of proper 
accommodation and so on. 

Mr. Khaitan; We are now only discussing the question of principle and 
all that we suggest is that experiments should be tried at selected centres. 
Therefore the whole point is whether there ig anything intrinsically wrong 
or undesirable in this Committee making a recommendation in their Be- 
port asking for co-operation of the Bailway administration for the purpose 
of extending facilities as regards warehousing. I believe the railway ad¬ 
ministration in America do it to the great advantage of the oountay at 
large and after studying the conditions prevailing in America and this 
country some rules could be framed so as to meet the requirements of 
the Bailway administration and the public in the matter of providing ware¬ 
housing accommodation and other consequential facilities for trade and 
industry in this country. 

Mr. Hannay: I quite agree that the railways should co-operate in this 
matter and I am sure they will do their best, but I would not like to 
commit the railway administrations in any way..^ Over and above this, 
there is the question of finance and we do not Imow when we will get 
the money. 

Mr. Khaitan: We need not worry ourselves about the question of 
finance at present. Here we talk only of the principle for the present and 
for trial of the scheme at certain places. 

Mr. Hannay : The Bihar and Orissa Banking Committee in their report 
have said that this scheme is very easy and the railways should be able 
to do it without much diflSculty. We do not understand the position to 
be as easy as this. 

Mr. Khaitan: That Committee have not viewed the subject from the 
point of view of finance. The whole point Is that the scheme is not im¬ 
practicable to work up. Of course, I do not^ deny that the railway ad¬ 
ministration should spend money in maintaining their warehouses on up- 
to-date lines, after having constructed them. liater the question mij^t 
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Also arise whether these warehouses should be run by the railways them¬ 
selves or leased out to private dontrsctors and so on. These are matters of 
detail. Therefore, excepting the question of finance you do not see any in¬ 
superable difficulty in this scheme. Is that not so? 

Mr. JJannay; It would be a very big organisation and it would not be a 
cheap oreanisation. As I understand it now, the (idea seems to be that 
the warehouses would be absolutely a separate organisation from the rail¬ 
way administrations, which would mean the maintenance of a separata 
staff for the administration of each warehouse. This will be all the mors 
so in big centres where there is a good deal of export and import business. 

Mr. Khaitan: Most of the business will pertain to the internal trade of 
the country. Take the case of wheat for instance. Wheat that comes 
into Calcutta from inland centres are mostly those which are sold to the 
Jour mills in the City. 

Mr. Hannay; But there would .also be goods (imports and exports) for 
■export across the sea. 

Mr. Khaitan; You know there is the Port Trust Warehouse in Calcutta 
near the docks which deals with^^uch imports and exports as pass through, 
the sea. So that the Bailway administration will net have much to do 
with goods which are exported out of India. 

Mr. Hannay; I agree that in Port towns like Calcutta, Bombay and 
Karachi it will be so, but there are interior centres also to be teokoned 
with. 

Mr. Khaitan: I am now thinking of the demands put forward by the 
Indian Produce Association of Calcutta who fought with the East Indian 
Gailway authorities for several years in the matter of getting warehousing 
facilities until they gave it up. 

Mr. Hannay; If I may be excused for saying so, what they really want¬ 
ed was a place for a market. 

Mr. Khaitan: That is just the intention of the warehousing scheme, 
where goods could be stored, where deliveries could be effected and the 
receipts granted by the warehouse Manager treated as a negotiable instru¬ 
ment. So then the idea is not entirely different. I have only mentioned 
this in order to show how great is the need felt by the merchants for 
facilities of this natiue. Even now the Indian Produce Association ap¬ 
proached me in regard to this matter asking me to move the railway 
.authorities once again, but I told them that the matter was being looked 
into by the Central Banking Committee. The need is ,yery greatly felt 
and we want the railway administrations to help in regard to this matter. 

Mr. Hannay; Y^es, we agree with you that the Railways should do all 
in their power to help the trade of the country in all possible ways. 
One other point is that wo as a Railway Board can only give administra¬ 
tive orders to State-managed railways. The Company-managed railways 
have their own charters and they are very jealous of any interference with 
them. 

8tr Purahotamda$ Thakurdaa: That difficulty of the Bailway Board i« 
realised and cannot be overlooked. I presume you have seen our Secre¬ 
tary’s letter to Mr. Parsons dated the 24th Man* in which ia quoted the 
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Now, Mr. Pochkhanawala, on behalf of myself and on behalf of this- 
Committee I thank you very much for all the trouble you have taken to 
appear and give oral evidence before us for two whole days in spite of your 
present bad health. 

Mt. Pochkhanawala: I thank you, Mr. Chairman, and the Committee 
members for the courtesy shown to me .during my evidence and for giving 
me a patient hearing. In spite of my ill-health I have appeared before 
you to do my duty to tbe cause of Banking in India whose interests I 
have always at heart. In support of the statements in the memorandum 
submitted to your Committee I had to place before you certain facts 
and figures about the Exchange Banks, particularly some which may be 
regarded as unpleasant, but I need hardly assure the Committee that I 
bear no ill will to them. I would have failed in my duty if I had not 
represented the case of Indian banka, especially those under Indian 
management. It is this connection of mine which has compelled mo to 
make a frank statement without reserve before you of all that I have hoard 
and all thaf I feel about the complicated problem which is entrusted to- 
your care. 
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Televant portion of the report from the Bihar and Orissa Committee's re¬ 
port. I should like to read to you the following: — 

“It is clear that warehousing facilities are not required in the vil¬ 
lages at the first stage of marketing exports and the last 
stage of marketing imports. The quantities involved are too 
small. They are, however^ required at all the other stages. 
We think in the first marketing stage of import and the last 
stage of export the railway is the cheapest and most suitable 
agency for warehousing. In the nature of things it has to 
store all kinds of goods in transit for some time. It has had- 
long experience of this business, and it would not find it 
difiScult to expand it by extending existing godowns where 
necessary. It would inspire the necessary confidence in 
banks, and its large scale operations and security would 
enable it to levy the lowest possible charges and dispense 
with the heavy expense of insurance.” 

Do you agree with the above? 

Mr. Hannay- Not entirely. 

Sir Purshotamdaa Thakurdas; Which is the portion you do not agree 

with? 

Mr. Hannay: In the first place I do not agree that it would be a small 
matter to extend the warehousing business. 

Sir Purshotamdas Thakurdas- The Eailway Board is meant to handle 
big matters. We would not pass on to you anything but the biggest 
of things. 

Mr. Hannay: That may be, but you are proposing to pass on some¬ 
thing which is quite outside our sphere. 

Sir Purshotamdas Thakurdas_■ Is it? I am told that is what is done by 
every railway in every other country. 

Mr. Hannay: But I am talking of ourselves. 

Sir Purshotamdas Thakurdas ■ You have to become up-to-date in this 
matter sooner dr later. The two points on which we want your opinion: 
are whether you can do it cheapest, and whether you would not find it 
difficult to expand it by extending existing godowns where necessary. 

Mr. Hannay; It could'be done very likely, but as I have said it is going 
to be a costly matter; in Certain cases even the acquisition of land might 
be prohibitive. 

Sir Purshotamdas Thakurdas : All that paraphernalia will have to be 
provided. Do you agree with the sentence: “We think in the first mar¬ 
keting stage of import and the last stage of export the railway is the 
cheapest and most suitable acency for warehousing?” Please do not 
think of Calcutta, Bombay, Madras and Karachi ports where there are 
the Port Trust and other godowns. Think of the other inland centres 
where the agriculturists’ produce has to be provided with 
some storage accommodation and where the imports into the country 
have to be provided with some sort of storage. T want your opinion 
whether you agree with 'the Bihar and Orissa Committee that the rail¬ 
way would be the cheapest arid'rnost suitable agenev for warehousing at 
these stations. Tf you do not, T shall feel obliged' if vou can say why 
you 'do not. 

'‘'Mr.' Hannay; We could possibly do it cheaper than any other agency. 
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Sir Purshotamdas Thakurdae; That makes you the cheapest. 

Mr. Manu Subedar; You claim in the present state of affairs that you 
Oan do it cheaper than any other agency? 

Mr. Hannay: It is very difficult to make a statement straightaway. 

Mr. Manu Subedar; Generally speaking? 

Mr. Hannay: I think probably we should be able to do it cheaper, but 
I cannot definitely say. It needs investigation. 

Sir Purshotamdas Thakvrdas: Would not the railway be the most suit¬ 
able agency for warehousing at these stations ? 

Mr. D’Souza: We cannot say without investigation. 

Sir Purshotamdas Thakurdas: You have had experience of a number 
of years. 

Mr. D'Souza; When they speak of the cheapest agency, naturally they 
are assuming that there are other agencies and comparing the cost of 
working those agencies with the railway they say the railway would be 
the cheapest. 

Sir Purshotamdas Thakurdas; Are you aware of any other agency? 

Mr. D’Souza- I have often heard of co-operative societies. 

Sir Purshotamdas Thakurdas- Mr. Eamdae Pantulu will tell you that 
co-operative societies have very little storage facilities at the present 
moment. 

Mr. D’Souza: Railways only provide for storage accommodation for 
24 hours, or at the most for 48 hours 

Sir Purshotamdas ThakurdaS; Therefore it is an extension of your 
existing facilities. 

Mr. D’Souza; Our experience .is only confined to 48 hours’ storage at 
the most. 

Sir Purshotamdas Thakurdas: But storage experience whether it is 
confined' to 48 horns or 48 weeks, is the same. 

Mr. D’Souza.- There is a tremendous difference. We have not now to 
take all the precautions which we would have to take if the period of 
storage were to be extended to an indefinite period which would be the 
case in respect of warehouses. Our ordinary storage accommodation at 
stations are more or less open sheds. 

Sir Purshotamdas Thakurdas: It is a matter of covered sheds. 

Mr. D’Souza.- Covered and locked. 

Sir Purshotamdas Thakurdas: Your existing sheds are locked? 

Mr. D’Souza.- Only to a very small extent, and then too they are utdisied 
for keeping valuable goods, e.g., piece-goods, provisions in cases, etc. 

Sir Purshotamdas Thakurdas.- Does it make any difference in the ex- 
•perience? 

Mr. D’Souza: It does when your experience is confined to small matters 
and you are suddenly asked to laimch on something on an extensive scale* 
the full implications of which are not yet imderstood. 

Sir Purshotamdas Thakui'das: You will only be expected to store the 

requirements of the particular station. If you take any station, all the 
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imports to^ and exports from, that station is the maximum which you can 
get to store. Therefore you are not being asked to do something outside 
the proportion which the railway has to handle now. The only difference 
is whereas you have stored for 48 hours without penalty, now you may 
have them for 4 weeks. I do not see why you magnify the problem into 
such an elaborate problem. 

Mr. D’Souza- I shall explain to you where we anticipate difficulties. 
Taking first the inward consignment, when a consignment is received at 
station, it is entered up in our books and there it stands as a consign¬ 
ment waiting at the station for delivery. Normally it is delivered the 
same day or at the latest on the following day. That is our actual practice, 
and till it is delivered and freight is paid, we feel we are responsible for' 
it. With a warehousing arrangement, the delivery must still take place 
the man must release his consignment by the payment of freight. 

Sir PuTshoiarndag Thakurdas ■ You mean as far as your Transport De¬ 
partment is concerned? 

Mr. D'Souza- Quite so, immediately that transaction is over, a new 
transaction starts and it is that new transaction of which we have no ex¬ 
perience. Therefore, we cannot say at this stage that the railway would 
be the cheapest agency. 

Sir Purshotamdua Thakurdaa- Technically you are correct, but practi¬ 
cally would it form all that difference which you mention? 

Mr. D’Souza - 1 should not have mentioned this, had it not been for 
the practical diflfculties. 

Sir Purahotamdas Thakurdat; I want to understand your experience. 

Mr. D’Souza; I feel the difficulties would be there. Whereas in the 
one case it would be a simple transaction of delivery on the same day or 
at the latest on the following day, it is an entirely different story when 
we come to deal with consignments that are stored elsewhere. It would 
have to be a separate department of the railway if it is to be done on a 
scale commensurate with the advantages one looks forward to. 

Mr. Khaitan; I'rom that point of view the problem would become 
simpler. At the present moment goods may be left on your hands after 
the due date and you have got to have a watch and ward staff to look 
after them, but after the establishment of the warehouse, you will keep 
them locked up. 

Mr. D’Souza; Those cases you anticipate of consignments being held 
up are infinitesimally so small in comparison with the total number re¬ 
ceived at the station that we never think of them. You might say that 
in a whole month we may have six consignments to look after. 

Mr. Khaitan; But it becomes difficult for us to understand how the 
establishment of a warehouse would make that portion of your work more 
difiBoult; if at all, it would make it easier. 

Mr. D’Souza; I was for the moment considering only the two points 
which Sir Purshotamdas definitely asked us to consider, firstly that the 
railway will be the cheapest agency for warehousing. Unless we have 
something else to compare, we cannot say how we will be the cheapest. 

Mr. Khaitan • May I explain to you why the railway becomes the cheap¬ 
est? At the present moment there are two operations; one is the carnage- 
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of goods from the railway to the consignee’s godown and from the con¬ 
signee’s godown to the buyer’s godown. In the other case,- it will only 
be one operation, i.e., from the railway warehouse direct to the buyer’* 
godown, or the buyer himself may have some arrangement with the rail¬ 
way, so that it is kept in that very wsrehouse on account of another 
buyer. So the number of movements of the goods would be saved and 
there will be a consequent saving on account of the expenses connected 
with the movements. 

Mr. D’Souza: That presupposes that the cartage from the railway 
goods-shed to the railway warehouse is going to be very small. We can¬ 
not start oS with that assumption, knowing our accommodation at the 
stations. Under the present arrangement the goods are taken direct from 
the goods-shed to the merchant’s cart as far as the railway is con¬ 
cerned, and as far as the trader is concerned it goes from the cart to the 
godown. 

Mr. Khaitan; I do not think I made myself clear. At present the mer- 
ohant carries it from the railway to bis warehouse which is not licensed, 
and any person who buys the goods has got to take delivery of the goods 
into his own godown. If another merchant buys, the same goods have 
to be transported again. If the railway warehouse becomes a licensed 
warehouse, all the cartage expenses are saved. Suppose I buy from Sir 
Purshotamdas 20 tons of wheat, all that he does is to endorse to mo the 
railway receipt. I sell that to Mr. Masani, the goods are not moved at 
all, they remain all the time in the warehouse and all the cartage charge* 
are saved. 

Mr. D’Souza: That is the general princ'ple which Mr. Hannay aecept- 
ed. How does it become cheaper? 

Mr. Hannay; It is undoubtedly cheaper to the merchant, but that is 
not the point. So far as warehousing is concerned, we could probably do 
it cheaper than any other agency. 

Mr. Khaitan; What is cheaper to the merchant is really cheaper as in¬ 
dicated here. 

Mr. D'Souza; I do not look at it from that point of view. The point 
is, who could provide the accommodation cheaper. 

Sir Purshotamdas Thakurdas; Here the cheapness refers to the ex¬ 
penses of cost to the merchant. If I want to get a certain quantity stored 
and if you charge me Es. 20 whereas I have to pay Es. 25 or 80 any¬ 
where else you are the cheapen- 

Mr. D’Souzd; It is a very different proposition. 

Sir Purshotamdas Thakurdas; ’That is how we understand in the com¬ 
mercial world. In the Eailway Board you may understand it in some 
other way. Please look at the last paragraph of the letter to Mr. Parsons: 

“It has been brought to the. notice of the Committee that the Farid- 
kot State have built some warehouses alongside the railway 
near Ferozepore and that these are working satisfactorily. 
If your Department can obtain any information in regard to 
the working of these warehouses, the Committee will be 
grateful. ’’ 

Oan you enljighten us regarding this? 
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Mr. Hannay: With your permifision I shall read to you a D. 0. letter 
from the Divisional Commerciai Ofl&eer at Lahore which gives the infor¬ 
mation:— 

“Eeference your conversation on ’phone to-day. I have enquired 
from Lachman Das, Station Master, Faridkote, who has 
been there as Station Master for the last five years and, he 
informs mo that during these five years the grain elevator 
at the station and the granaries have never been worked 
even for a day. He also tells me that, as far. as he knows, 
the elevator and the granaries have not been made use ,of 
even for a day ever since they were constructed. I a^ked 
him what was the source of his information and he tells me 
that he has several times asked the S'tate authorities and. 
they have given him this information.” 

Sir Pnrshotamdas Thakurdas • You have demurrage charges in vogue 
at present which are something in the nature of a penalty. 

Mr. Hannay - If I may explain, demurrage refers to wagons and. itdd’ a 
heavier charge, because naturally wagons are valuable to us and we want' 
to keep them moving. We charge wharfage on goods on wharves. ; 4nd 
in godowns. That is at a less rate; the whole object is to get the gViods 
cleared quickly. 

Sir Purshotamdas Thakurdas • Therefore, it is in the shape of 'some 
penalty; 

Mr. D’Souza: Yes. 

Sir Purshotamdas Thakurdas: Do you think that your godown charges 
can be lower than the wharfage charges, generally speaking? 

Mr, D’Souza; Broadly speaking, the wharfage charges to-day are. three 
pies per maund per day. Comparing it with storage charges in' private 
godowns, they do not seem to be very much higher. 

Mr. Manu Subedar; But it is an increasing scale? 

Mr. D’Souza: No, it is a flat charge generally. 

Sir Purshotamdas Thakurdas; I am not aware of circurnstances all 
over India, but three pies per maund per day seems to me to be very high 
for at least certain stations. Do you think you could work out a. sort of 
pro forma charge for an average way-side station having an average, income- 
ing and outgoing cargo, and let uS know approximately what your chaise 
would have to be? 

Mr. D’Souza: That we could tell if we have a fairly approximate idea 
of what the Committee have in mind as revards the extent to which at 
an average station goods are likely to be in the warehouse. 

Sir Purshotamdas Thakurdas • I do not know what the Committee 
would have in view, but I can tell you my idea. If at any station, saj?, 
you have .'5,000 tons go’ng out and 3.000 tons coming in in a year-and if 
you base the calculation at that station for the godo-wn to contain 1,000 
tons at the maximum, it would be liberal accommodation. I am giving 
you very rough ideas, but you, can take one-tenth of the total. 

Mr. Khaitan: It should be made clear that in calculating the charge 
you take the proper rate of interest on the capital. You should not try 
to make a large amount of profit out of it. 
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Mr. D’Souza- We would certainly give the details of how we arrived 
our figures. 

Sir Purshotamdas Thakurdas; I would suggest that you leave out 
insurance. Otherwise it would be difficult to know how much you include. 
What generally happens is that the merchant who understands business 
will generally provide you with a cover out of his own policy. 

Mr. Khaitan: It would be very much cheaper if the railway takes out 
a floating policy on the full godown rather than separate merchants taking 
out separate policies. The railway can always apportion the cost among 
the different people who want accommodation. 

Sir ' Purshatamdas Thukurdas; T do not want to mention this at this 
stage, because Mr. Hannay may take more time in finding out if it cost 
the merchant l/32nd. For the purpose of this Committee, you can leave 
insurance out and say that the insurance charges are to be incurred by 
the man who stores his goods. 

Mr. D’Souza: Can the Commith^o give us some indication of what 
stations they have in mind? 

Sir Purshotnvidas Thakurdan; I suggest that you would personally be 
able to select the stations better. Say one station where there is traffic 
ih cotton, one where there is traffic in jute and one where there is grain 
traffic. 

Chairman; Say, one ih Berar, one in Gujarat and one in Lyallpur. 

Mr. Hannay; It is of course understood that in most cases the traffic 
is seasonal and we would have to provide for accommodation which should 
be lying empty for many months in the year. 

Sir Purshotamdas Thakurdas; It would look so, but I am sure that 
'Ohee you provide accommodation, people in Berar, instead of holding to 
their accommodation in Bombay at the Sewri depot where the charges 
are dot on the low side, would prefer to retain their accommodation • at 
theit" own- stations. Within three years you will find that your godowns 
are the most active part of your business. You can base your calculation 
•Oh"the assumption that the godowns would be full for six months in the 
l^fear: I have no doubt personally that the men who handled the goods 
would prefer to use your warehouses, because your charges will in any 
case not be higher than the charge at Bombay, Karachi, etc. Perhaps 
after you have examined the question we can go into the matter in detail. 

Mr, Manu Suhedar; Y^ou have never thought of storage business as pari 
of your business. It comes in incidentally as part of your business as 
narriers? 

Mr. D'Souza; For n veT-y limited period. 

Mr. Manu Subedar; It is for that reason that you do not wish t-o en¬ 
courage storage. As a matter of fact, hitherto you have not encouraged 
storage_ but discouraged it. 

Mr. Hannay; That is true. 

Mr. Manu Suhedar; You have no separate capital account for- your 
wharfage accommodation? 

Mr. Hannay; No. 

Mr. Manu Subedar; And the charge of three pies is a uniform charge 
•cm all dIasses of goods? 
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Mr. D'Sousa-- Not entirely. On the East Indian the rate is a pie, on 
the G. I. P., it is two pies and on one railway it is 4 pies. But speaking' 
broadly, three pieg represents the rate on Indian railways generally. 

Mr. Manu Subedar: There are certain commodities which can bear this 
and which would therefore be inclined to accept if you do not keep an in¬ 
creasing scale. Have you any tjme limit for keeping goods? 

Mr. Hannay - We keep them free for 48 hours. 

Mr. Manu Subedar; Suppose a man wants to keep his goods for a montb.^ 
You must have some administrative limits. You must give him notice 
and get rid of the goods if he does not clear the goods within a given time. 

Mr. D’Souea: In the case of perishable goods, we say that if thev are 
not removed within 24 hours, there is the danger of their rotting, and we- 
sell them by auction. 

Mr. Manu Subedar ; What about the other goods which ore not so im¬ 
mediately perishable? 

Mr. D’Souza: We give the man ^bout 15 days’ notice within which 
be must clear and if he does not, we are entitled to auction them. 

Mr. Manu Subedar ; So that with regard to your storage business, the 
trend of your business has been more or less to discourage the storage of 
goods? 

Mr. D'Souza; We have not got the accommodation. 

Mr. Hannay: There is no demand and wo have not provided accommo¬ 
dation. Our rules are such as to hasten the delivery of the goods in order 
to make room for others coming. 

Mr. Manu Subedar: Therefore the rate of three pies has been fixed' 
more or less on the basis that jt will not encourage people to leave the 
goods in the godown. 

Mr. D’SouzOi: Quite so. Our experience has been that at times of 
pressure, to avoid delay in the delivery of consignments, we have had to 
out down the free period from 48 to 24, and even to 12, hours for want 
of accommodation. Wagons w'ould be held up unless they could be \ax~ 
loaded promptly, and this cannot be done unless consignments already in. 
the shed are removed. 

Mr. Manu Subedar: Therefore the suggestion was made that you should 
expand your warehousing business. Do you ’ expect that the establish¬ 
ment of warehouses as suggested by the Bihar and Orissa Committee 
would increase your traffic. 

Mr. Hannay: We take it that your Committee are recommending it for 
this reason. 

Mr. Manu Subedar; I do not know that the Committee have recom¬ 
mended anything yet. We are still in the consideration stage. Person¬ 
ally I do not know how it can increase your traffic. At present you have- 
no views as to whether it will increase the traffic? 

Mr. Hannay: We have not. 

Mr. D’Souza: I think we can say definitely that it will not create 
traffic which does not already exist. 

Mr. Manu Subedar: Would you earn more freight if warehouses were 
established ? 
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Mr. Hannay: I do not know, facilities for the movement of trade 
increase traffic. 

Mr. Mann Subedar: I was trying to get at the motive of the railways 
to spend more money in creating these warehouse facilities. One of the 
motives would be not only to recover money on that part of the work, but 
also a little more on your general operations. 

Mr. Hannay: I should not like to say that without examining the 
question. 

Mr. Mann Subedar: You also said that you would do what you could 
when you had the money. You do not know when more money would 
be available? 

Mr. Hannay: I do not think I said that we would definitely do it if 
we had the money. I pointed out that the want of money at the moment 
WKip a definite handicap. 

Mr. Manu Subedar: What I want to point out is, even if you had the 
money, would it pay you to do at? 

Mr. Hannay: It is difficult to say without examination. 

Mr. Manu Subedar: Mr. D’Souza referred to the question of the period 
during which the goods would be stored, not merely on behalf of tlm 
consignee, but the buyer also might want to leave the goods until hn 
foimd his customer who is also an intermediary. You would have soma 
difficulty therefore in estimating the actual storage accommodation to be 
provided at each place if the process of storage was extended right up to* 
the final purchaser removing the goods. 

Mr. Hannay: Yes. 

Mr. Manu Subedar: You would have more bills to be made out in that 
case, more accounts and more audit work; and if for want of room at- 
some place near the goods-shed you had to remove the warehouse to a 
distant place, the administrative charges will have to be increased. 

Mr. Hannay: Yes. 

Mr. D’Souza: It will have to be a separate department to make it pay. 

Mr. Manu Subedar: You would therefore not be in a position to say 
anything until you have made calculations as suggested by the Vice-Chair¬ 
man in regard to the particular place, the accommodation required, the- 
capital outlay, the period during which the warehouses are used, the ad¬ 
ministrative staff, the audit staff and so on. 

Mr. Hannay: That is so. 

Dr. Hyder: You were asked several questions about the coses of hand¬ 
ling the goods, plus storage charges, plus insurance charges. Do you 
agree that if an organisation as suggested is created the ultimate costa, 
would go down considerably? 

Mr. Hannay: Yes, to the merchant. 

Dr. Hyder: Therefore the merchant would be able to pay you more by 
way of charges? 

Mr. Hannay: Yes. 

Dr. Hyder: You said that you have got to pay very high prices for land 
at some of the more important stations for the creation rd the warehouses 
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Now I wish to ask you whether it has occurred to you, as a member ot 
the Central Eailway Board, how people in other countries, where the cost 
of land is more, have solved this problem? 

Mr. Hannay: No. 

Dr. Hyder: The point is that, they do not plan these warehouses at 
•congested centres. I have seen that the Eailway warehouse at Marseilles 
is about 3 or 4 miles away from the railway station, far from the con¬ 
gested areas and there is ample accommodation for the storage of goods 
there and the whole scheme' is working very satisfactorily. Coming to 
the point under discussion, I suggest you can also do likewise. Can’t you? 

Mr. Hannay: That is a possibility. 

Dr. Hyder: Now as regards insurance, if you undertook the insurance 
with' a reputable Insurance Company and pay a lump sum monthly or 
annually instead of effecting insurance in detail you would be able to effect 
very good economy. Is that not so? 

Mr. Hannay: I am no expert or insurance. Mr. Khaitan has said that 
it would be a cheaper method of insurance. 

Dr. Hyder: Then with regard to the question of theft, etc., is that a 
big point? Have you not at present a system of watch and ward to look 
after the goods-sheds in the stations. Is not that system working effi¬ 
ciently? 

Mr. Hannay: There has been a great improvement in recent years. 

Dr. Hyder: The space in the goods-sheds is always occupied even at 
■present when the goods remain there not more than 48 hours and a chow- 
kidar or somebody is always there to look after the same. That being so 
■do you not take the risk at present? 

Mr. Hannay; Much depends on circumstances and on the fact whether 
goods are covered by risk notes. 

Dr. Hyder- All the same somebody looks after them and they are under 
lock and key? 

Mr. Hannay; That is so. 

Dr. Hyder: Bulky things like coal and timber, you could not keep in 
your warehouse? 

Mr. Hannay: No. Such traffic is dealt with at depots near sidings which 
are leased out by us to the merchants. 

Dr. Hyder- Therefore practically speaking you will have to confine your 
warehouse activities to agricultural and commercial produce? 

Mr. D’Souxa: Yes, we can deal with anything which is well packed, 
like bags, boxes or bundles. 

Dr. Hyder: Does it occur to you that by incurring some expenditure 
on the extension and improvement of existing goods-sheds there is room 
for changing them into good warehouses? 

Mr. Hannay: The existing goods-sheds have not enough space availfebte 
for making them pucca warehouses, normally speaking. 

Chairman - Is it not possible for you to provide larger storage accommo¬ 
dation within that area? 

Mr. Hannay; Possibly by providing two or three storied buildings in 
-some big centres, as we have now in certain places. 
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Mr. Ma,nu Svbedar; Mr. D Souza, may I ask what percentage of tfie- 
total ffeight income is the income from wharfages ? 

Mr. D'Souza: We do not keep particulars separately. 

Mr. Manu Subedar; What is your general impression from your exami¬ 
nation of railway accounts? Do you regard wharage as an important 
item of income? 

Mr. D’Souza: No. it is very negligible. It is not an appreciable itaih 
at all. 

Mr. Hannay: As a matter of fact we sometimes write off a good deal- 
of wharfage charges. 

Chairman: Why do you write it off? 

Mr. Hannay: When there is not much congestion, each case is dealt 
with on its merits, although as a rule such iConcessions are not made. 

Mr. Manu Subedar: It will not be open for any one to argue that the- 
Kailway will try to improve their income from wharfage charges? 

Mr. Hannay: That is the correct position. 

M*". Jadunath Roy. Ey the establishment of warehouses do you npt 
think that the business of the railway will be increased? For example in 
the jute districts of Bengal and Assam there could be better and healthy 
competition with the steamer service. 

Mr. Hannay : Yes, there is just a possibility of some increase in the 
ttaffic. 

Mr. Khaitan: At the .present moment from the jule districts much ^ 
the jute comes by steamer and if the steamer companies do not allow this 
warehousing facility, but the railways give it, do you not think that the 
troffic would be diverted from the steamer to the railways and thus the 
latter would get larger traffic than they now get? 

Mr. Hannay: I personally think the steamer companies would give 
equal facilities, 

Lala Harkishen Lai: I shall have to put one or two questions with* 
little iutroduction. It has been brought to our notice that the agricultur¬ 
ist does not find a market for his goods at the right time and at the right 
price and some means have to be adopted to help the agriculturist. He 
or his representative wants that there should be, in certain select places, 
accommodation for warehousing his goods which should be 
certified’ to be the right quality of produce. He would be able to raise 
money from banks on this certificate as the banks would be sure that the 
goods are in a third party’s possession and that the third parties are res¬ 
pectable and responsible, also that the goods are of a certain description 
so that the value of the goods may be ascertained easily from the market. 
Difficulties- have been raised that perhaps such respectable persons would 
not be available everywhere. It has also been pointed out that a certificate 
given by a company might .not be acceptable in the market or by the 
banks. Incidentally it has been suggested that perhaps the railways wtto 
have eventually to handle these goods might .be the best means of pro¬ 
viding these two facilities, namely warehousing and grading, sb that'the 
certificate of the railway may be a good document in the hands of the 
agriculturist or storer of goods and he may be able to raise money on that. 
T'-have put the question in a way different-from that in which the others 
asked it. The reference about Faridkote was made at my suggestion. 
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At Faridkote near the railway station I noticed from a long tome a granary. 
1 did not know whether that granary was working or not. The Oorem- 
jnent themselves had an elevator fixed at Lyallpur, it was tried for some 
time, but for certain reasons it has not come up to exj)ectaticns so far 
as the agriculturist is concerned. I suggested that we should make en¬ 
quiries into the Faridkote granary^ for if it was by any chance a success, 
it would be a guidance for the Committee. Unfortunately it has not been 
worked. Would you kindly say whether the railway could give any assist- 
.ance' to the agriculturist in the way ot storing his produce? It may be 
jute in Bengal and Bihar, cotton in other places, rice in Southern India, 
wheat, gram or barley in the Punjab and so on. Do yon sde your way to 
,assist the agriculturist in this way? 

Mr. D’Souza; It is a new problem. 

Lola Harkishen Lai: I understood that one part of our enquiry with 
regard to warehousing related to agricultural produce and one advantage 
of it, as I have shown, is to enable the agriculturist to raise money. ' The 
other advantage would be both to the railway and to the agriculturists 
the merchant. If he has his goods in his village, only the merchants that 
want the goods might go to the village, but if the goods are brought to a 
point, say at Lyallpur, which is not very far from his village, he can com¬ 
mand at times the Karachi market or the markets on the road to Karachi; 
at other times, as it happens in the Punjab, wheat may be going to the 
United Provinces and Bengal in times of of scarcity; tl^ly, it might be 
going to Rawalpindi and Peshawar, so that by bringing the wheat to a 
point like Lyallpur he has three routes open, but in his own village he 
has only one route open; also being in Lyallpur near the banks he might 
able to raise money from them or from the merchants on the certificate of 
th.^ Railway warehousing department. 

Mr. D'Souza: We have discussed warehousing so long. We have now 
come to grading. 

Chairman: I mentioned grading also. 

Mr. Hannay; Is it the idea that grading should also bo part of the 
responsibility of the railways? 

Chairman: It may become that later. 

Lola Harkishen Lai: As an experiment it is part of that scheme. Later 
on, if the experiment succeeds, it might be done by separate companies or 
railways. 

Chairman: We contemplate that in areas where the grading of the pro¬ 
duce has to be done, trained and certified graders should be made avail¬ 
able and these certified graders should be employed by warehouses. Have 
the railways anything to say in regard to this matter? I imderstood you 
to say that you would not object to it. 

Mr. Hannay; I never realised that we should have to find tiSe graders. 

Chairman; That is not an insuperable difficulty. When you started 
railways a century ago, there was nobody who knew anything about plate¬ 
laying, and the fact that the railways do not employ any graders cannot 
constitute an insuperable difficulty. 

Mr. Hannay; That is true, but who would the graders be? 

Lain Harkishen Lai: It is not onlv grading. Handling, supervision, 
weighing in and out, storage, taking care against weevils, against waata^, 
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-what the warehousing man has got to do, etc. How far can you really 
assist the agriculturist who is really the mainstay of the railways and ^ 
the Ck>yenunent and of the population? 

Mr. Hannay: At larger stations it would not be so difficult t6 get a man 
who would be qualified as a grader. But if this were to extend all over 
the country, e.g., to roadside stations, I do not know how we can arrange 
for men to do the grading who would be trusted by the merchant. 

Chairman; So far, Lalajee does not contemplate extension to roadside 
stations. It is an experiment to be tried at certain select places, Wa 
were told some days ago when we were discussing the jute problem, that 
in Eastern Bengal you could get graders without any difficulty 
Mr. Khaitan, who has personed experience, gave us the idea that it would 
not be difficult to get hold of graders in regard to jute. 

Mr. Khaitan; Yea, and they get only Ea. 40 or 50 a month. 

Mr. Jfannay; Who would they grade for? 

Mr. Khaitan: Por the buyers. 

Mr. D’Souza; Warehousing certificates will have to show the grading. 

Mr. Khaitan: The railway company may employ its own graders; 
otherwise some other arrangement may have to be done for grading. 
There may be many classes of goods in which no grading would be requir¬ 
ed, e.g., piece-goods from Bombay to Lyallpur or from Karachi to Lyall- 

Wf>re>, 

Mr. D’Souza; It is certainly required for agricultural products such as 
grain, cotton and jute. 

Mr. Khaitan: The point is whether the railways could undertake it at 
certain select stations; otherwise, the warehousing can be done, so far as 
the railway is concerned, without grading, and if grading is required, 
other arrangements could be made in conjunction with railways. There 
are many alternatives. 

Lala Harkishen Lai: I might explain that my question relates only to 
.experimenting, not the undertaking of it on a huge scale at present. For 
example, a few places in the Punjab for wheat, gram, etc., two or three 
places in Berar in regard to cotton one or two places 
with r^ard to jute in Bengal and Bihar might be 
selected, and if the experiment succeeds, it may be worth while for 
the railways to extend it to other places or it may be worth while for Gov¬ 
ernment to transfer it to some other people, or it may be worth while for 
-&e merchants to come in. That is another matter. Could this experi¬ 
ment be undertaken in right earnest by the railway'and if so on what 
terms? 

Mr. D’Souza: We have our experience of large mandin in the Punjab 
colonies which provide storage accommodation on an enormous scale for 
agricultural produce.' 

Chairman- At railway stations? 

Mr. T>'Souza: Yes. within a 100 yards of the railway stations them- 
selves. The extent of accommodation provided is very extensive. 

Lola Harkishen Lai; But there are difficulties in the present system. 
One is that it is only froih one party that the agriculturist or the mer¬ 
chant can raise the money, and that is either from the bank or from a 
xnerchant. The loan that is given has to be liquidated with interest to 
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tile party which first stores the goods. The goods do not change ban; 
at present and if they are to be sent to other parts of the country it 
to be done on the responsibility of the merchant himself“at present, 
is to avoid'handling of that description which works against the moneta 
interests of the agriculturists and the idea that certain charges and; c't 
•tain malpractices in the way should be avoided that-this scheme is pn. 
pounded, and that is whether- the system which prevails in Canada am 
othpr countries cannot be introduced here. That ig the idea which haf 
been running through our minds in this investigation, 

Mr. D’Souza: Even in the experimental stage Tt means enormous accom 
modation and cost. 


Lidia Harkiahen Lai: M-ay I ask one question. How many cubic feqt 
a maund of wheat really occupies?. My own impression is that it wil' 
not occupy an enormous space, because after all what we have to con¬ 
sider is what accommodation is likely to be required for the “first fevll 
years. We shall assume that space for about 2 lakhs maunds of wheat^maxil 
mum) will be required in the first few years to be stored at, say- L 3 rtSlpuT 
and ^e size of the warehouse that will be required will not be bigger tfis^v 
the Lyallpur elevator. It provides a larger accommodation than require' 
fpr 2 Jakhs maunds of wheat. If you work that out you will khow what| 
ssijoomnjodation will be required. Incidentally I might suggest that yottt 
l)|]^h(t try-your- experiments at Lyallpur.and Faridkote because the re-'- 
quired buildings are already there with the required accommodation afiii, 
the. elevator. 

Mr. Hanna]): We shall examine the possibility. 

Lqlrt Harjtishen Lai: Outside the scope of the railway, so far as the 
Hyallpur elevatpr is concerned it has not succeeded so far, but thing^' 
might improve when the railway handles the task. 

Mr. Lamond: You said that in certain eases you remit the wharfage 
charges. 

Mr. Hunnui/'; Remission is not made as a general rule. Each-case, is 
disposed of on its own merits. If the merchant adduces good reasons why 
he'tvas not able to take delivery of the goods in time, such applications 
are considered end only in exceptional circumstances are remissions made. 

Mr'. Lamond: It seems to me if there is no congestion you would 
encourage parties to keep their goods for periods long'Cr than 48 hours to- 
save their storage charges. It has been brought but from the reports of 
the Provincial Banking Committees where there is no congestion, still 
the railways used to insist on realising the penalties. Would it not bo 
possible to waive the penalties undfer such circumstances? 


Mr. Hannay ; That is a possibility in certain seasons at certain pfaees. 
jfr. Eushforth : You made mention of the'ipadequacy of accommoda¬ 
tion for the creation of the warehouses which I was not quite able to- 
follow. 

Mr. Hannay: What I meant was that the existing covered and locked 
aewimmodhtion even at'present is sometimes found inadequate to cope 
with the' traffid. 


Mr. Ruahforth'; What extent does the annual capital outlay on the 
oonstruetion of godqwns and warehouses form of your .annual expenditure? 
My idea is: if it is a progressive expenditure would it not be possible 
to'co&didBr developinents on the lines suggested now? 
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Mt. we have not got the capital expenditure on goods sheds 

id goods godoj^s separately. 

MryUli^forlh: Is it a big item normally? 

Mr. Hnnnaij; It must be fairly so. A? the present moment the whole 
'Expenditure is included under the station costs. We have been .trying to 
fifid out what the terminal charges are on the Assam-Bengal Eailway and 
we found it -Very difficult to separate that item of expenditure. It i» 
difficult to separate the cost laid out on such goods-sheds and godowns. 

Mr. Rushhrtfi: But the increase which is necessary will be compara¬ 
tively a small increase bn the total amount already spent? 

Mr. Hannay; I cannot say that. 

Mt- Rushforih; And that is because a scheme of this nature has never 
been- considered before, is it? 

Mr, Hannay: That' is so. 

Lala Harkishen Lai- I think this question was considered hy a Com¬ 
mittee presided over by Mr. Baton, Director of Commercial Intelligence 
some years ago (possibly about 1909 and 1910). I appeared aa a witness 
before that Committee and several questions were asked of me in regard 
to, this matter. The Committee considered the question of the elevators* 
and I think a representative of the Eailways was also on the Committee. 

Mr. Eushforth; Mr. Hannay, you must understand that we are not ask¬ 
ing^ anything very unreasonable of the railways. 

Mr. Hannay; We will, certainly consider the point. 

Mr. Rushforih; Another difficulty to which you referred to was the 
question of obtaining proper graders. One of the Provincial Committees 
have made a set of recommendations with regard to the scheme of train¬ 
ing and licensing graders by Government. If that is done then you can 
straightaway appoint qualified men for the posts of graders. 

Mr. Hannay; That is of course a possibility but then there will be still 
some difficulty with regard to the smaller stations with limited staff. 

Chairman: If it is a paying proposition you would not object to 
that, 

Mr. Hannay; Certainly not. 

Chairman: W'ould you kindly send us that estimate which you have 
promised to supply us within a week or go? We hope that this Commit¬ 
tee will cease to function on the 80th of April 1931. Therefore we wall be 
glad to have the information some time next week. 

Mr. ^Hannay: It will require a good deal bf investigation and it may 
not be possible to send in any estimate witliin that period. We will have 
to study the local conditions, make enquiries in the market and'then study 
the cost of the acquisition of land and buildings and so on. 

Lala Harkishen Lai; I do not think you need trouble yourself about- 
land. You will have plenty of land round about your stations at least in 
thp Punjab. 

Chairman: Even for three stations and on the assumption that the 
accommodation will be required by the agriculturist continuously for the 
whole year, would it be impossible to furnish the information in a week? 

Mr. Hannay; T should say so. 

VoL. Ill 3 z 
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Mr: D'Souza; It all depends on the stations we select. sejfeot 

station in Berar, one on the Eastern Bengal Kailway and one ifc tH|'!§uiii»j 
wo must write to the administrations of these thtoiB. railwayftX We eora 
^ ihat to-day, ahd we have to tell them to oonsidair^jdie acgmution t 
laifli,' also to assume that there would be so many thdiboand ton*|^'pr« 
Kuce on hand evei^ day throughout the year. We must- tell thS, 
what the charges for working it should bo. 

Qhahnian: We want some sort of an intelligent estimate fr^ • y<^ 
we ,afe hot concerned ,so much with details. But* if you waijt Wgive Ji 
the details, we have no objection. We should be glad to ha^ Ae-infol 
j|M^n?-ip.a week’s time, or at the most m a fortnights turi^ If yc 
jPga^ot do so, I might as well say that we would not be able to tpaker us 
bf fhe information. 

Mr. Rushforth: What about making an estimate in Delhi 
It would save correspondence. Would Delhi be a suitidile oent!^? 

Sir Purthotamiae Thakurdat: Delhi is not less costly. 

JdoIu Harkiehcn Lai; They can select a place like Bhatinda.^. 

-tSBfeAot there in connection with the mill, the style and capach 
gduged. It is not built on the style of Lyallpur, b 
♦.huBbaess fiyli^.pf a flour mill. 

CharrmoH; You cun try Bhatiuda Jind if you write te¬ 
ll you should be-able to get an estimate in three or four da^sj 
I'more diflicult to get it from Eastern Bengal, "^u can^di^ 

•Bengal and substitute for it, say 
to: Delhi. 

case we 



You can 

Ch,and.au si or Hapnr whfcit are 
should have to make fc r((ferenoi( 


,,, 'Mr. Han'my: In'any 
'Calcutta. 

Chairman; Will you please do your best .and .give us sotMU 
VritMiA ’i^e next ten days? 
yir, Hama^'^rtainly. 

^ -PurshSh^jfiW Yhakurdas: In view of the hesitaticai wi& 

Hdaiaar'seems to look at the question, I wonder whether he could ind 
cate to us the idea of the Kaihvny Board regard!^ allowing private ei 
terpa#e to put up these go-downs close to the railway stations and 
them 'a lease of'land. If private enterprise were to nm the w'hole than 
what twns should we offer? I know many among tSe commercial poij 
mimity who would put up the money and build the godowns, and som, 
.body would run them. ' i 

’ Lala Harkishen LaL: The question of gerailkig would be there. i 

■* Sir Purshotamdas Thakurdas; They will arrange the grading. Pq5j^ 
' ally I do not think they need worry much about the ^ding. The 
portant thing is to have the godowns in close proximity ’ to the statM 
The grading and all the paraphemali.a will como later on. Could y<M^ 
us have the Railway Board’s views whether th^ would welcome this ^ 
.gestion and what their ideas are? This question will be a live que^t 
only after our report is issued. Could you let ns have a rough 
this? • 

Mr. Hannay : We can 4° that certainly# ^ 

Mr. Chainnan: We are much obliged |d' you, Mr. Hannay 
.|(»^otfsa. 
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